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The Relafidnship of .Regional Economic¢ Growth Patterns to
Educational Funding Alternatives |

. . )

- _‘ g . Summary

Recent articles in .pational publigcations have focused
attention on the egonomic growth. experience of states in the .
southern and western regions during the past ten years. The states
in these regions, identified as the Sunbelt, have been '
characterized as enjoying economic.growth and prosperity of ’
historic proportions. Conversely, thq states of the traditional
industrial northern regions, the Frostbelt, have been\eharacterlzed
as sufferlgg from economic stagnatlon and declining population.

The alleged disparities in economic performance’ between.the Sunbelf

and the Frogtbelt have been used to imply the existence of an acute

and fundamegtal conflict of economic interegts between the regions. ,

In polltl’ 1 terms the putative struggle between the Frostbelt and

the Sunbel; states have found expression in arguments for revisién

of p011c1és affecting the distribution of federal funds among, the-

states. - < . ‘

’ ‘ : F ' o 1]

' :‘ m ™~ . o A - :

E is paper examlnes the Frostbelt-~ Sunbel growth issue in

terms of concrete economia and demographic data, including the

resulﬁs of the 1980 census. It is shown that the Frostbelt-Sunbelt

conﬁllct is largely a myth. . The idea of Frostbebt economic decline

1n 'conjunction with Sunbelt prosperity is the result of

mi interpretation .of data, erroneous extrapolation of short-term

b trends, and confusion be%reen relative and absolute chaqges.

g During the past decade southern and western states did .
experience a hldher rate “of population growth than northern states, N
bdt forty-eight percent of the United States” population remains
céncen&rated in the northern reglons. High relative population

' growth“gg;es in the South and West have caused only gradual shifts -

in the reﬂional population distriution.
r

l

JrO——

Despite the econopic growth experlence of the Sunbelt staé:;:
. -durlng 1970-1980, most of the states in the ,region remain
. zgigniflcantly below the nation in per capita income. Economic
jgrowth hag not been uniforlnly distrihuted across the region, and
the South continues to suffer from the naegpn S8 greatest
&concentratlon of poverty.

1

K3
4

rd

‘, '

i

. . . .
4 During 1970-1980 every region experieﬁ%ed growtl in per caplta ) N
. Eincome and“in total employment. In the southern and)western states

per capita income grew more rapidly than it did elséwhere, but most <
of the Sunbelt states are st111 below the per gapita level of
economic well being enjoyeﬂ in the Frostbelt states. Ther'e }s no




. evidence of widespread economic crisis in the Frostbelt states.

Close inspection reveals most examples of Frostbelt hardship are
purely local situations and are offset by other areas of growth and .
prosperlty within the same state or region®% . | 3
.Some recent studies have calculated ratios of per capita
federal spending to per ¢apita federal tax collection for each
state which seem to show that Frostbelt states pay more than they
-recelve and vice versa for the Sunbelt states. Such compuitations
&ére misleading for several reasons. First, tﬁe spending/tax ratio
incorrectly implies that the benefit of defense spending accrues
dnly to the state in which the spending, occurs. Secong, the
‘.pendlng/tax-ratlo ignares the pervas1ve 1nterstate economic
impacts of large federal construction and acqulsltlon programs.
Last, the spendlng/tax ratio overstates the tax burden of
northeastern states which serve as headquarters for large national
dorporatlons because federal corporate income tax collectigns are
Yeported as tax burdens for the headquarters state. )
L
315 ¢ A better measure of plas in the QQStrlbutlon of federal funds
‘is the regional share of federal transfexs to states and local
governments. The .New England states received $394 per capita as
‘féederal transfers and grants to state and local governments in
41979; the Middle Atlantic states received $373 per capita; the East

EfSoqth Central states received $339 per capita; the national average

1
.
-

g S mnGe

"
‘.

‘was $341 per capita. o s
. . . r
One result of the myth of Sunbelt-Frostbelt economic conflict
has been a proposal to remove the per capita income adjustment
factors from formulae governing the distribution of eddcation
funds. These adjustment fagtors give relatively higher allocation
ratios to w income states than those states would receive on the’
basis of zgpulatlon alone. It has been argued that the recent
eéconomic growth experience of the Sunbelt states, which benefit
from the adjustments, has eliminated the economic disadvantaged
"which once justified a regional bias in the distribution formulae.
It is also argued that elimination of the per capita income
adjustment factors from the formulae will transfer funds prlmarlly
v from Sunbelt states to supposedly needy Frostbelt states. In
\addition to correctlng the myth of greater economic need in the
Frostbelt, .the tables in the text of the- paper show:that many
Frostbelt states would also lose funds as. a’'result of formulae
revision. Three representatlve federal education programs are used
to illustrate the staté by state dollar effect of excluding per
capita income considerations from funding formulae. The three
programs are Vocational Educatlon, Rehabilitation, and Public
Library Services. R S, .

. L .4

SRR 1/
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¢

Per capitta income considerations were included im the formulae
for education grant distribution originally becaused the relative .
poverty of some states was relevant to the educational goals, of the
programs. Education opportunity is an important vehicle for
promoting economic development of the relatively poor areas of the
nation. While the income gap between the rich and poor states
.today is narrower than in the past, the gap is still present and it
is still significant. As long as that gap persists, there is no
basis for removing per capita income from the formulae.
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The Relatlonsbb.a of Regional ECOnOIl‘l.‘LC Growth Patterns to Educatlon
. ,Funding Alternatives -~
. Section One: Introduction o ' c .-
v . 0 , . -

. During recent years increased public attention has focused on
- . - d .

]
. o

the trends in:population change and econemic growth across th.
. * : 5

.
1

United Statess The impressive ﬁér0wth of the Sunbelt states acrg:oss'.

‘

N the South and West has been “the source of both satisfaction and :

-
.
L] A

consternation. ‘In some. quarters the improved economic performance
. 6 . - e

in the Sunbelt statee, a historieally depressed region, has been

v
'

+ interpreted as a thfefat to the traditional economic hegemony ‘of the

northern industrialptier of states--the so-calléd Frostbelt.
IR

Y3

;Respected journals have»l‘:haracterized the economic 'trenc_ls‘,of the

s o ’

nineteen- everrtles Aas a struggle between the Sunbelt and the
. _ . ,
Frostbelt states. Regional economic growth in the United States
.'t , o : ) N o G ' N
has geen interpreted as a zero sum game: k A situation in which one
. ) . . s - ’
: region can gain 'oﬁly if another region loses. - -t

The alarmist attitude which has characterized much of the -
recent discussion of economic growth was most evillent in a Business
. ) 0 - N

Week feature article which called the putative economic conflict

- . »

. _between the/Frostbelt and the Sunbelt a "second ci\'ril war."? The
”~ /
relative growth of population, jobs, and per capita 1ncome ih the

PR Y

. South and West was described as contributlng to an econom:.c crisis
2 ° '(

in the northern states from Illinois to Massachusetts. The »

‘ .
Business Week article dréw the implication that differing econonic

rd
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-
.

trends in the Sunbelt and Frostbelt regions were le&3ing to a

political dgnflict between the r&giéns regarding polici for

distributing federal aid towcities and states.

- £ . ’

-

An earlier article in the resg;gted National ‘Journal drew

conclusions about the north-south économic¢ policy conflict Similar

.
\ .

to the conclusions of Business Week. The National Journal article

-

pointed out that be¥huse of the historical position of the South

’ . .
..and parts of the West as economically disadvantaged areas, federal
N A

policies governing the distribution of aid to states and lecal

governments were biased in favor of those areas. The bias in the

-

distribution of tunds was accomplished q§ allocation formulae.which
. “t

.

¥
incorporated economic variables that are sensitivé”to the relative

. . - v
poverty of ‘'southern and western states. The National Journal

° P

.article argued that the recent growth of the Sunbelt and the

i

decline of the Frostbelt had changed the economic reali%;es on

"

which' federal aid distribution.policies should be based. " It was

. A
.

proﬁosed that pro-sunbelt variables, such as per capitg incoﬁe,1Q§
s .

L o - ’ N

eliminated from distribution formulae in order to channel more

3

federal funds to the Frostbelt states+ The article started a

, .

national debate.over the economic impact and purpose_ of policies

e o .

affecting“the regional distribution of federal spending.

The ﬁagional debate cqpcerniné the composition of aid

[ 4
~
[}

distribution fofmulaé is especially significant for the futuge of

’ L) . .
programs in education. Educational flnding is one of the largest
\ . ot * . . .
? . .
A Y .

«

w
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. categories of federal transfers to state governments, and the

~ . .

= federal education progranis rely heavily on mathematical

. = v

: distribution formulae which combine demc_)graphi‘c and economic

, variables. Population and economic growth trends, along with
. oy . .

Jpossible revisions of formulae, will have significant effects on

the future growth of funds to.support existing state education
programs. i>rogram and budget planners need to be aware of the
current trends and their interpretation in order to forecast future

. ‘ . . N .
needs and constraints. 1In that~c0n’ﬁext, this paper is offered to
) < Y -

‘ .

interpret the facts regarding recent demographic and economic

- *

*

changes across the‘various regions of the United States and to >

relate the patterns of change to the problems and issues- affecting ° \

.

public education funding.

. b
.

& This paper is divided -into five sections, this introduction
-t t

being section ont. 1In section two I will examine recent United

.
-

States demographic trends. State and regional populati'on daté,
. )

including*“1980 .census results, and employment, data will be

analyzed. In section three I will examine recent trends in

- . » hd

vapriables of economic we],l-bein'g;.’ .Stat.:e ‘an_d regj.c?,‘nal comparisons
of per capita income ar.xd disposal:;]?‘e income wi_ll be presented anél
'interpreted. ' In s.ection four .Iewili discuss the di;tribution of
. & . . . e
federal tax colleétion§ and spending among the states. I will
s Y 2 “
,examing the'v.a.tlidity.of the freqilent allegation that citizens 'of .

L . 0y

H

Frostbelt states pay more to the fedéral government than they get

.
~ .
hali
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)

back in spending. 1In-section five I will apply the facts and

v -

interpretations developed in the previous sections to the narrower

problem alternatiwes in education funding. The examinétion)of

Educatién funding issues will be .ih tl¥ context of three

1y

representative education programs: ,Vocational Education Basic
Grants to States, Rehabilitation Act Basic Suppoﬁt Granits, ahd

13

Liﬁrary Services and Construction Act Grants. I will examine the

-

~—

effect af current economic and_demographic variables on_the
1 . . ’
distribution of funds among states for each of the three programs.

I will a1s5~examine the effect of alternative. formu¥ae .on the

- - ki
v, d .

distribution of funds for the three prograﬁs.

e op

s ¢ .
i -~ . .
The_pd%ition taken in® this paper is different from the point

) ) . . . N ' N
of view presented in the National Journal' and other ddscussions of

R4

. regional econoqic growth trends. 1In the foidlowing Pageé the
% L B

o

A -
predominant theme will be that the potion of widespread economic

I

decline in the Frostbelt states is an exaggeration and (in some
T. - Lo~ t

casés) a tqpal‘misrepreseﬁtation of the economic facts. - The
R € .

[
&

argument developed in this paper continues along several: of the
e Y
lines of analysis developed earlier by Jusenius and Ledebur in,

2 4 . . .
their paper *A Myth in the Making." ool .
L4 'S \ ﬁ\‘

The differences between the conclusioéns re@ched here and ‘some

of the conflict-oriented conclusions qof earlier analyses arige from

T
.

three sources. The first is the_result. of an attempt hefe to more

carefully interpret the distinctjon between relative and absolute
.- o ) r
. . , B

s, s ¥ s ' '

. - ’ l_f‘ -,
. . O ‘ .



\ - o ¥ - . -
changes in economic variables. The second source is -the result of *
L d v
.

using up-to~date ag"tg, including 1980 census results. Earlier

- v »
N . . "

studies relied on 1970-1975 data which were mislea/gling, because of
. the 1975 'recession. The third ,source of difference .is "the use here

X

6f more state-lével data. The individual sta'te data’ rev.eal

»

differe}xces within each region which are glossed-over by regional
4

- [
.

. aggfegates.

T The ‘analysis and interpretatién of ;egional economic trends °

-
.

- ¢’ P
has become ‘the basis of arguments for important changes /in policies

affecting the distribution of feder/al spendi?g. This paper will
-Q

attempt to separate the facts from the myths about regional:

: A . /4
economic trends. S, L %

- <

-
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Section Two: ' Remographic Trends- '~

' . . ..
.

Much attention has redently focused on the rapid population

gro‘wth of the Sunbelt states. In percentage gx;}g,wth rates the

\. - y ‘ -
L] .

o . S
states of the southern and western regions have clearly led the
\ %

]

. PN . -~
nation du'rfinq the pasgt ten years. Ungortugngtely, %he recent

'”,".

‘population trends have also been subject to exaggerated and

confused interpretations. At the extreme, some commentaries have

3

falsely implied that Sunbelt growth will leave oth/eyr parts ofrthe

5 : : -
nation depopulated. In this section I will examine the data and

the concepts relevant to recent demogra‘phic trends and put the

matter of S'unbelt population ‘growth in its proper perspective. I

]

- ’ e
will show that despite the gmpwth of southern and weStern states,
. : [ v

the gi'eatest concentration of population i;s still in the porthern
d : , N
and northeastern regions; I will discuss the correct ‘interpretatio\ry
A ) .- L
q . : |
of interstate migration; and I will discuss the important
1Y * ‘- '

. . . N LI . .
distinction between relative and absolute demographic, shifts.
. 3

.

o H

4% N . . °
‘\“‘" Table 2.%1. shows 1980 United States population totals for each

: 6
state and the percentage relation of each state population. The

-
i, e

states are grouped according toe the official reg:.onal

N -

classification used by the United States Bureau of the Census. The
census classification of regions‘ will be used where po'ssJ:.ble in
this .paper. Exceptions will be noted in the text.7 Otcasionally
the ter.ms North, Northeast, SO\'lth', and West will be uaed tgf

identify regions. North{corpesponds to the East North Central and

.

°




TABLE 2.1

DISTRIBUTION OF U. S. POPULATION BY STATE, 1980 4
Population - % of U. S.
Region/State (in thousands) Total
v l/’
New England ‘
Maine 1,125 .5
New Hampshire 921 .4
Vermont 511 ! ',4
Massachusetts . 5,737 2.5 ¢
Rhode Island 947 < .4
Connecticut 3,108 ) 1.4
Middle Atlantic
New York 17,557 y 7.8
New Jersey 7,364 3.3
Pennsylvania 11,867 . 5.3
¥ , —
East North Central ' .
Ohio 10,795’;74\“}' 4.8
Indiana 5,49%" - . 2.4
Illinois 11,418 Y 5.0
‘Michigan 9,258 g 4.1
Wisconsin 4,705 ) 2.1
West North Central / ‘<
. Minnesota i —4,077 1.8
Iowa 2,913 . 1.3
Missouri 4,917 S 2.8
North Dakota 3 652, - .3
South Dakota f 690 ¢ - 7 .3
Nebraska 1,570 - o7
Kansas, 2,363 P 1.0 ..
South Atlantic . : ' .
Delaware ., 595 7 .3
Maryland - / 4,216 ' 1.9
Distri¢t of Columbia 638 .3
Virginia - 5,346 244
West Virginia ~ 1,950 .9 .
North Carolina . 5,874 . 2.6
South Carolina 3,119 1.4
Georgia L ey 5,464 . ' 2.4
Florida % : 9,740 4.3

.'2 [ e



“

TABLE 2.1 CONTINUED

.

. Population ' % of U. S.
Region/State (in thousands) T T Total T
East South Central

Kentucky 3,661 1.6
‘ Tennessee X 4,591 . 2.0 ,

Alabama 3,890 ’ 1.7

Mississippi 2,521 1.1
West South Central

Arkansas 2,286 1.0 7

Louisiana 4,204 1.9

Oklahoma . 3,025 ' 1.3 '

, Texas < 14,228 € 6.3
Mountain . .

Montana 787 © 8 .3

Idaho 944 .4 ’

Wyoming,. 471 .o .2

Colorado. 2,889 ’ 1.3

New Mexico 1,300 o 6 ‘.

Arizona 2,718 ’ 1.2

Utah 1,461 - . .6

Nevada N 799 .4

. ~ . .
Pacific

Washington 4,130 1.8

Oregon 2,633 - 1.2

California 23,669 10.0

Alaska 400 = o2

Hawaii N 965 4
U. S: Total 226,505

e - R

Source: U. S. Bureau of the Census, 1980 Cenéus of Population:
- Supplementary Reports, Series PC80-51, Number 1, May 1981.
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' Interstate’ migration . is ﬁg'véts,qf‘ione—direct,ion phenoménon.
. ‘ Vo

' population ghifts ig pet
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‘M\u'

_West North Oentra.’j éensus regions; Northeast corre‘sp'ond'S to the
. ‘i N * .

= : .

South Atlantic, ’«is;t South Central, and West South Central census

- '

o e

i 1
NN SR . —
regions; West refié#rjs '‘to- the Mountain and Pacific-census regions.

03

The 1980 4 @a% show that the( Unifed States population remains

concentrated in a.féaw states, primarily in the North and Northeast

(]
[N - -

regions. Over fifty percent of the United States populatfion lives

3o . ' .
in the ten most pdpulous states. Seven of the—top population
T =9

states, accountin_& for thirty-three percent of the ‘United States
, B i’g ‘ . . ~
population, are lo'cei_ted in the North and Northeast regions.

-" \ - ¢

The

-only Sunbelt states making the most populous ligaf‘eﬂ California
L c"

(10% of United Staées population), Texas (6.3%) and Florida (4.3%).
i : — . ¢
The past twdéi.decades have been-a period of important
l‘;t“j' " “ Nl

\ L3 -

demographic shifts \?i,thin the United States¢ The most significant

| e 2

# change has been the apparent end of a trend which had dominated

United States demograbhy through the first half of this century: A

o . L 4
strong pattern of a net migration from the rurai geep South- and
. . i .
Appalachia to the industrial North.' - . o 5 -

.
t
- 3, g

S

s NN

During any p z;}/od there|jaré l'arge nurﬁhgrs of people 'leaving and

wentering any state. Thp determinant of “s_ignificant national

<
by

migration: Net migration is the
. . » -

Y .

Hi - . o .
. Middle Atlantic alidi New England census regions; South refers to the

r

Fl ] . - " .
. difference between total|in-migration and.total out-migration.

.,
. - N N .. %

. ’ - . - ¢ /
During the first half. of {the:twentieth century 'the larﬁ migration
L ! . YA

b . - T . '

-
»




from the rural 1“‘\South to the urban areas q(f' thp in%iustrial‘ize_d -

. < £

northern states more than offset the€ .simultaneous migration out Qf:‘

.

‘ the northern industrial tier toward i‘e western states and (to a,

~

Vo 4 o s . .
lesser extent) the southern states. The net in-migration to the

noré.ern industz:ial states, added to the in;;é’rnal‘ rate of 'matural

»
population inérease, resulted in a régiqhal, population growth rate
1 7 . EN

+, that led the nation. In the South the net lout-migration partially

-

offset the rate of natural increase and resulted in a lower

NS et e e . °. -
regional population growth. s . o

., ; During the sixties and seventiefs theohistorical m_igratiori N
.pattern was altered. The rate of qQut-migration from the’ South to
P . N ¥y .
1 - L K ’ *

#he industrial North slowed. S;multqnep\isly the rate, of .

out-migration from the -industrial North to the West and- areas of

- L d
>

the South, which was already occurring, picked up pace. The result *

has, been higher than average population growth rates 'in the West

and South, and lower than average_populat-f.on' growth,rates in. the

Q . - L ¢
& ' ,
» northern industrial tier of states. The net in-Wigration to the
. ., . Y 3 » . ® ¢
> South during the nineteen seventies is as much the r‘esul?:~ of a

3 N

s t

slowing of the South $o North population flow as it is the result
. 3 >

of an increase in the North to South flow. T

Aica
S

Changes in migration patterns have been &t {mportant factor, -
Y . s . .2 L. - %;}N
‘ determining the differences in regional populétion growth rates,

’

but migration is not the only factor. Equally important ,are, the. t.
4 ) ' . - s . "
- differences among states in the rate of natural increase. The rate
[ . : ‘ Y o

-

N - s e
N i ic SO

t AN . ‘ . . - . ,
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f:g@“.

of natural‘in‘crease in the Sunbelt during the past ten years has
" '» ) ¢ M

‘ %een almost tw1ce as hlgh as the’rate of natural increase in the’
;

i .

°

._q North. Jusenius and Lede}:gur have estimated that half of sc;;lthern

‘i .and western population bgrowth is the result of natural increase.

.

If Florida, which has experienced the greatest in-migration, is

i :
h’e/li(.\ded, natural increase accounts for 65% of Sunbelt population

9
growth. Because of natural increase, the growth of populatz.on in

%

c![,(

!}':, ribelt would have led the nation during the past decade even
it

i net in-migration had been zero.

f‘ During the period 1970-1980 the population of every census

. . A3
region, except the Middle Atlantic states, increased. Table 2.2

S . [

shows the distribution of population growth among the regions. 1In

<
*

i percentage the Mountain region led in population growth with a

A ’ 4 )
N England (4.3%), East North Central (3.5%) and West North Central
('5.3%) regions all grew at below ,average rates. The national

~average was 11.5% population increas‘ek during the ten year period.

Among the Sunbelt regions the growth rates varied greatly: /’[I‘hé'

East South Central region grew at 14.5%, a rate only slightly above )

* ithe national average while thé West South Central regi&i grew at

\J

.2300%0 ! 4 =

: Regienally aggregated growth rates ‘hide important variations

-

among the states within each region. Table 2.3 shows 1970 to 1@@

’ - . U
population growth for each state. The region exper1enc1ng the

? .

“ .

~

11 2

A

37.3% increase. 'I(e Middle Atlantic states lost-g1.1% and New =

{
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TABLE 2.2 _

PERCENTAGE AND ABSOLUTE POPULATION CHANGES

2 . BY CENSUS REGIONS, 1970-1980

|

-

Percentage
. Change
1970 to 1980

. Actual 1980

Population Minus

1970 Population
(in thousands)

¥

.

* New Ené;and

Middle Atlantic

"East North Central

West North Central
A

South Atlantic

-4
East South Central

N

West South Central
\

Mountain

Pacific

14.5
23.0
37.3

.19.9

506
-411
1,418
865
6,272
1,860
4,423
3,088

5,273

-

T

c_‘/// Source: U. S. Bureau of Census, 1980 Census of Population
. _Supplementary Reports. Series PC80-81, Number 1, May 1981.
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1
TABLE 2.3 g ’_/
. PERCENTAGE AND ABSOLUTE -
o POPULATION CHANGES BY STATES, 1970-4980
i - , ‘¥
i . Actual
Percentage Population
Change . 1970 to 1980
R Région/State 1970 to 1980 (in thousands)
. ya " ’
—— — New-England— e : ] ,
Maine . : 13.4 T T TR T e———
New Hampshire - 24.8 . 183
Vermont : 15.1 -, 67
Massachusetts " .8 . 48
Rhode Island , O 0
Connecticut ‘ : 2.5 .76 %
Middle Atlantic ’ ‘
New York - . =3.7 o -680
l New Jersey 2.7 196 .
Pennsylvania ke ’ 6 . 73
o »
East North Central
_  Ohio . 1.4 145
Indiana ) . 5.7 296
Illinois C2.7 - "304
Michigan 4.3 383
Wisconsin 6.5. - 287 ° *
West North Central . .
Minnesota . 7.2 1272
Iowa 3.2 ¢ 89
, Missouri 5.1 : 240
>, North Dakqta . ~  #§ 5.7 . 35
South Dakota 3.6 24
°  Nebraska 5«9 . 87
- ,Kansas 5.2 . . 116
, South Atlantic
Delaware " 8.6 47
Maryland : 7.5 294
. District of Columbia -15.7 -119
Virginia - 15.0 ' : 698
West Virginia 11.8 206
North Carolina . 15.6. 792
South Carolina 20.4 528 e
Georgia . 19.0 . ‘874 -
. Florida 43.5 - 2951
13 =
2{)‘ —




‘ ) 5, X
. TABLE 2.3 CONTINUED . B
> = .o .
',\. \ - -
- : - Actual ] )
! Perce*tsage Population
. . . Change . 1970 to 1980
Region/State :_1_970 to 1980 . (in thousands) .
- '% - ‘L
East South Central : ' S
Kentucky , 13.7 - 442 .
i Tennessee 17.0 . 667 { »
i T ———-._Alabama 13.0 446 - - .
N Mississippt—-—.____ 13.7 - 304 . .
/ . ——— T o \:‘ . . ‘ ‘_' .
4' West South Central . . . '
A~ i Agkansas 18.9 -’ o M
: - Louisiana 15.5 .- 563 3
» ‘Ok1ghoma 18.2 466 . .
Texas . \ ,2'701 3031 < _-/'% -
Mountain 7 7 .
- Montana \'s 13.4 93
" Idaho- 32.4 - . 231 .
Wyoming ) 41.9 ) 139 :
/  Colorado -, -, ) 30.9 ' J 682
. New Mexico ~ 28.0 ° } 284 . 4
Ari%ona .53.5 ° - 947 ©
Ut . 3840 - 402 T .
Nevada A 63.4 310
> . » /
Pacific i .
. Washington 21,1 w. ¥ .11 -
Oregon 25.9- 542. L0
California L 1846 3716
Alaska \ 33.3 @ 100 Ps .
. i 5.5 1
. Hawaii e 2 s %
w5 " s g
U. S. 'I‘OFal PRI, 11.5 23,293
» }
’ St . . . .
Source: U. S.- &u&:au of the Census, 1980 Census of Population: ©obe
Supplementary Reports, Series PC80-51, Number 1, May 1981.
¥ . - \..-
R . A . . L3
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greatest' interndl variation-in growth rates was New England:

Population growth ranged from 0% in Rholle Island to 24.8% in New
I3 € v

1

Hampshire. In the. Middle Atlantic region thé population of New
M ©

/Jersey. grew by 2.7% while New York declined by 3.7%:. In the East

¢ ’

North Céntral regioh_ the growth rates ranged from 1.4% (Ohio) to '

6.5%. (Wisconsin). In the South Atlantic r'egionwtﬁe state growth

rates varied from 8.6% in Delaware to 43.5% in Florida. ‘e

L Y ”

The demographic pattern in, the United States is not one in’
. N .
which total populatioh in some regions is_falling because of vast

migrations to other regions. Unfortunately, such ap alarming

<
I

. picture is implied in some,"discussions of'regionai growth problemst

. The fact is.that over the period 1960 through 1980 every state in

T . -
-

the United States registered population gains. Over the period

.
~ .

1970 through 1980 every state but one registered population gains.,

. » % - "3

.

The one exception was New York state which lost 3.7% of its

[y

population Eiuring the decade. In absolute number% the loss to New

York was 680,000 persons. ‘ . * -

0 N .
s »

Comparisons between regions based on percentagg growth rat'es0
’ ’ R

" .

” - * - .
can be misleading when the .areas being compared have dreatly:
» . .
-

SN differing base populations. For example, the East North Central’

) .

L] .
e region (0hio, Indiana, Iflinois, Michigan, and Wisconsin)
. ° e

LI : o s Y

.. &’ experienced a 1970-1980 populatidn increase of only 3.5% while the

o ’E':asj‘: South Central region (Kentucky, Tennessee, Alabama, and
- A\ . -
Mississippi) experienced an increase of 14.5%. The* four-fold :

- L 14

.

‘ERIC ¢ | s Ry T '




difference betweeh these growth rates creates the impression of a

.

* large realignment of population concentrations during the decade pf

the, seventies. That impression would be correct if both regions
( . . : .
~ had begun the decade with similar populations. They did not. In

1970 the population of the East North Central’'statés was
40,252,000, or 19.8% of the total United States population. The
population of the East Soutthentralvstates in 1970.was only
12,803,000, or 6.3% of total United States population. Bgcause of

the different sizes of the initial 9dpu1ation bases, the 3.5%

’
N "

growth rate in the East North Central region and thg 14.5% growth

. - .
.

rate in the East South Central region resulted in almost identical
[ . - ]

absolute population increase. ‘The population of .the "slow" growing'

East North Central region increased by 1,418,000 duriﬁg the
. N .

Y

nineteen seventies. . The population of the "fast" growing East

+ v . ® '
South Central region grew by 1,860,000 during the decade. 10

~ Simple comparison of state or regional population growth rates
* .

ot :
is a poor guide to national demographic trends. A better guide is

~——

# distribution of populaﬁiqp. “Table 2.4 shows the relative

-~

. distribution of population actoss United States census regions for

- \4 - v & - ~
; the years 1960, 1970, and 1980. The data show a clear trend of
!

redistribution of the United States population from the

northeastern regions toward the southern and western regions, but

-~.

S =

the trend is neither precipitate nor alarming. The percentdge of

-, o

3 .-
the total United States population living-in the East North Central

;

, .
. . ot

¥ r? : .

) . . XA .




TABLE 2.4

COMPARISON, OF DISTRIBUTION OF U. S. POPULATION' BY

CENSUS REGIONS 1960, 1970, .1980 .
. v : o
. Percent of Total Ui; S. Population
Region i B . 1960 1970 1980
— ;
3 — Néfﬂ N -
3 A - “ Al
New England &5 s v 5.7 5.8 . 5.5
Middle Atlantic = : 19.1 18.3 @ 1642
; . X
East North Centtal 20.2 19.8 18.4
West North Centra_l 8.6 8.0 - 7.6 .
- ‘ . ’ .
South Atlantic - 14.5, 15.1 16.3
h East South Central ‘ 6.7 6.3 6.5
. ., ' " g
s West South Central ' . 9.5 . 9.5 10.5
Mountain ) ' - 3.8 4.1 ' 5.0
Pacific ’ 11.8 1321 14.0
P -
Source: W. S. Bureau of the Census, 1980 Census Population
-Supplementary Reports. Series PC80-81, and U. S. .
Bureau of the Census,- Statistical Abstract of the
.United States: 1980.
=
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- .region fell'D_from 20.2% in 1960 to 18.4% in 1‘980 The”_share of

-
- . - -

United sfates population living in the very fast -growing South

Atantic redion rose from t4:5% in 1960 to 16.3% in 1%80. The
L4

I3

- .- - > 11 -
changes for all other regions were similarly gradual. ~. -
° The reaistribution of:popuiation evident ‘in recdent years is

i % . .

a - N

«' part of a long-term historical trend in the United S’?‘teﬁ. °The
> ) L

redistribution Of relative population shares among, regions is to be
4 ' . e I : .

expected as "1ess' denseiy popt:llated regions expand toward i':heir long
N\ [
o0

- run population and economic potential. The United States remains a

» L)

nation of great differences in regional population ‘densities.
. o -

‘ o . . o ° .
Table 2.5 shows average population per square mile in 1970 for the
- .t . ® o \

] s .
nine United States census regions. The range is from 670.8 persons

‘- . ‘. : _ - ) . -
. per square mile in the Middle Atlantic states;to 9.7 pérsons per

+ .

population d’ensity. The more densely popula’t_ed regioﬁs of the

. -

Northeast have_grown somewhat more slowly. This accounts for the

.

gradual shift in relative population totals. - .

K

Fhe shifts in relative population across United Statés census

° -

- regions, are] sometimes identified with relative, trends in economic

\

- - [ R

well-being for the various regions. 1In particular, recent articles

~ I3

. in National Journal and ,elsewhere have tended to associate

Q declining relat'ive shareé of population with loss of jobs and

+

- -

econamic decline for the Northeast regions.12 A.g declining' relative

. e - :
M o - - * M -
‘ . . 3 O @ .
; ’ ' ' ® 3 s < - A ”
. O ’ P '
S, - . .

ERIC s

s ¢ P

ta ot
[y

5 square mile in the- Mountain states. The fastést rates of”®
A % \ o
- . v R “
) . Lo S

- population growth have been in the regions with'relatively lower
. 1 4 . v B

L4

\
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L % TABLE 2.5 o
. ) = . - ’
. o . ".ESTIMATED AVERAGE PQPULATION
. _" : DENSITIES FOR U. S. CENSUS REGIONS, 1970
. - e
. ; . , Averagg'Populaéion
\ Region - , Per Square Mile T
) New England . 188.1 b
iy ‘ . i .
Middle Atlantic ' 6%0.8
: East North Central ’ ' : 164.9
West North Central 32.1
‘ ! South Atlantic 114.9
.- ) East South Central : . 71.5
: West South Central . 45.2
Mountain - ) 9.7
: Pacific - S 29.7 !
_ B}
Source: U. S. Bureau of the Census, Statistical Abstract of
the United States: 1980. - -
« ?
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Y

population share does not necessarily mean the same thing in terms =~
. ! . 4

s - N = ¢

of economic quscts as an abselute decline in the population total.

« .

_ Growth of total employment i's a useful demographic indicator
of the'economic sfatus of a region. ‘Falling%employment is a
symbtom of economic decline and poverty. Rising employment,

especially if employmen& is rising faster than population, is
A g . -
indicative of economic expansion and prosperity. Table 2.6 shows

v

o~ .
total employment for each state and census region in the United

States for 1970 and 1979. For every state, total employment grew.

> -

“* [P—
during the decade. Even New York, which was the only state to
experience an absolute decline %Q population, experienced a small

gain in total jobs during the period 1970-1979. .

Wﬁile‘total employment in the New England, Middle Atlantic and ==
ey - -

East North Central regions increased during the period 1970-1979,

S

there were significant &hanges.in the.pattern of employmenf in

3

e

these regions. Total manufactﬁring employment fel%?in the

. . . 13 .
northeastern states during the nineteen seventies. The
‘ 1

contraction of closing of traditional manufacturing industries has

. -

» 4 . N
been a source of acute economic disruption for some local
ke ot
3 : . . 4 . * .
communities, but for every state in the Northeast the expansion of

. o

¢

job opportunities in the service, trade, financial and government

L] ‘ ¢ .
‘ P

14
‘sectors more than offset ‘the fall in manufactoring jobs. Table

2.7 shows that despite recent falls .n manufacturing employment,'



. // ) :
TABLE 2.6

TOTAL NONAGRICULTURAL EMPLOYMENT BY CENSUS i
REGIONS AND STATES 1970, 1979
’ (;n thousands)’ .

1979

.
IN W N
o

. 1970
Region/State Employment Emp£9yment
. ' —

New  England s - 4,544 5,390
Maine . 332 s 416
New Hampghire ' 260 377
Vermon 148 197
Massachugetts 2,262 2,599
Rhode I$land 344 400
Connecticut 1,198 1,401

Middl& Atlantic \ 14,144 15,038
New York 7,156 7,175
New Jersey , 2,606 3,032
Pennsylvania 4,352 ~ 4,831

- East North Central N.A. 17,211
Ohio ’ . . 3;881 . 4,495
Indiana 1,849 2,260
Illinois . 4,346 4,865
Michigan N.A. 3,628
wisconsin J 1,530 1,965

West NQrth Central 5,368 6,960

. Minnesota * 1,315 1,771
Iowa ) ’ _ 883 1,128
Missouri ) - 1,668 2,003
North Dakota . ° 4 244
South Dakota 240 .
Nebraska 627
Kansas 947

South Atlantic . 14,287
Delaware 256
Maryland . N 1,620
Distrdct of Columbia 567 618
Virginia ) 1,519 2,098

" West Virginia 517 646
North Carolina . : 1,783 2,377
South Carolina’ 842 i 1,178
Geprgia : 1,558 - 2,114
Florida L 2,152 N 3,380

5



. \\\~,) TABLE 2.6 CONTINUED

~

: , 1970 ' 1979
{Region/State Employment Employment
$ —

: N

East South Central - 37833 5,232

. Kentucky ’ - 910 . 1,245
Tennessee 1,328 > ‘1,785
A}abama 1,011 1,363
Mississippi * 584 - 839

West South Central 5,958 8,940
Arkansas ‘ 536 . 750
Louisiana . 1,034 ) 1,498 .
Oklahoma 763 -1,089
Texas 3,625 ' 5,603

Mountain ’/‘ 2,667 4,412
Montana 1 199 285
Idaho v\ gég “ 337
Wyoming 8 . 263
Colorado T 750 1,217
New Mexico - 293 462
Arizona 547 ¢ : 971
Utah 359 . 554
Nevada . . 203 383

L ] . .

Pacific 9,123 12,830
Washington 1,079 1,576
California _ 6,946 9,638
Alaska 93 , : 168

, Hawaii 294 397

Source: U. S. Bureau of the Census, Statistical, Abstract of

) .the United States: 1980, Table 691.
/ :
ke
. s . * ‘
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TABLE 2.7 A
- = . = P
RELATION OF MANUFACTUR;NG EMPLOYMENT —
TO TOTAL .NONAGRICULTURAL EMPLOYMENT: 1979 - S
. ) . - Mariufacturing Employment
a at Percentage of Total .
Region Non-Ag. Employment
-« ' - L - . - N
- , = =
- 4 .
New England ) . - *28.2
. . {
Middle Atlantic " ' . : 24.5 .7
East North Central " - 29.8 °
West North Central - = 20.7 ’ .
South Atlantic . . o _21.4 .
\ East South Central. - , - 27.4 :
West South Central ' S 18.3
. Mountain ' 12.7
N ‘ 3 . . .
Pacific : - 20.0 -
' . . v . L3
U. S. Total t - L e P 23.0
Source: U. S. Bureau of labor Statistics, Employment .
.. < and EarningSey - £ B \ .
Y . _ K _ ‘. -
! 4 * ’ ' ' ‘
g ' . ) - .
. . . ) -
’ Q . 5 . A
= ) . - = . .




such jobs accounted £or a larger proportion 'of 'total 1979{
. "G}O

« . . .,

¥ ° .
employment in New England and East North Central states than in any

. e M

other region. . ' o . .. -

. i . .
M ~N

. . . ¢
The .economic problem facing the Nértheast is not an absolute®
. ] -

decline in jobs, but rather a problem Qf adjusting to relative
N - . %8

. ’

. @ . )
shifts in employment\@rom traditional ganufacturing indpstries to<

>

the service industries and knowledge-based industries which will
* \ -
dominate the American economy in the future. The relatiye'shift in

employment out of manufacturing is a nationwide trend. It is most-

»

»

noticeable in the economically mature areas such as the Nogtheast. =

- [
. © . o R . w2

The southern regidns and some western states continue: to show.

«

significant growth in manufacturing employment because these«

» = - N -
<

regions are still caﬁbhing up to the ievgl of economic de@elopmeﬁt.‘

N »

already achieved elsewhere in the, country. The percéntagé.of

«

employment in manufd&turing in the‘ﬁunbelt may beak ahd begin; .
declining by the end of the century. E oL .i

- [

Some reports concerning national trends iq populﬁﬁ}on and

. 2 & :“
émployment have emphagized the image of firms closing 0pera:§;ns‘inf

)
>

the Northeast "moving" to the South and West. Such images convey

- .

the‘faise notion that.expansion of employment in the southern and

“ -

-«
- .

western states is directly linked to employment loses jn the

RSN

northeastern states. A study by Peter Allaman and David Birch,

covering 1970-1972 data, showed that idrzhe northeastern industrial
L b .

states 98.5% of total “job losses were because of the contraction*br*
. LI ¥ -

-
- - -



h)
t

death of a firm.15 Only 1.5% of job losses were because of

migration of firms Yo jother states. The same study showed that

PR .- L N wny

only 1.2% of new jébs in states of the Sunbelt South were because -

fon of firms. The majority of new 3jobs resulted from

wa

the expapsion of firms already located in the region.

United States population trends during thg past twenty years ¢

»

have shown strong growth in population in the Sunbelt regions of

the South and West. While all regions showed some population t
growth during the period, the higher grbm-:h }ates‘ of the Sunbelt

- 2
. states have resulted in an increase in the percentage of United

. Y hd

States population living the the southern and western regions.
- While the shift in relative popﬁ’lat;ion ‘is significant, it does not
. . . A P
appear to be of such proportions as to be the cause of any economic .

4 -

e crisis in the traditionally industrial northern and northeastern
{%‘_, . - .

states.. There does not appear to be any reason to expect that

current demographic trends sloulci be inconsistent with simultaneous
< o :
prosperity in ‘a']'.'l regions of the Umited States.

» .

\
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Section Three: Indicators of Economic Well-Being

.

The most directly applicable and widelf available indicato‘z\ of

economic weil-—being ‘for states and regions within the United States '

v

v

' is personal income. In this section I will examine recent trends

. v “ : ~
of personal income growth in the United States in_’order Yo develop

a picture of comparative.economic well-being among the states. I
~

-will also examine other i}xdicators of ecgnomic well~-being,
- . 1 * ‘o
.in‘cluding unemployment, poverty level population, and

{e

.

empioyment/population ratios. . -

.

- Personal income is defined as the sum of all wages, rents,

-
.

interest éividends, and transfer payments received by individuals

>

16 .
in a nation or region. It is a measure of the total annual flow

- 4 . -
of. economic value available for use by persons to finance .

9

-a

consumption,“savings/and tax payments. Per capita personal income

1 ’
is ¥otal personal income-divided by total population. Per capita

.

peréonal income is a direct, readily available, and easy to
understand indicator of economic well-being.

The United States Department of Commerce produces annual per

capita personal income egtirﬁates for the nation, for each state, .~
‘

and for major polXitical subdivisions within each state.l7 Table 3.1
shows 1980 per capita personal income for each state and region in ‘*

- N ‘, ‘ 4 .
absolute amount’ and a. percentage of the national average. The

-

regional groupings used in Table 3+1 and subsequent tables of

income data'l are based on the scheme used by United States

N e - . : -
b
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TABLE 3.1

1980 PER CAPITA PERSONAL INCOME

FOR STAPES AND REGIONS

X
Percent of

. ¢ National
State Amount Average
New England - 9,929 \ 105

Connecticut 11,445 121

Massachusetts 9,992 106

Rhode Island . 9,250 " o8

New, Hampshire 8,980 95

Vermont ) 7,839 83

Maine 7,734 82
Mideast 10,056 . 106
. District of Columbia 11,883 - 7126

New Jersey . * 10,755 114

Maryland 10:322 109

Delaware { 10,195 108

New York - 10,143 107

Pennsylvania 19,294 S 98

] » .
Great Lakes 9,771 . 103

Iliinois ) * 10,658 113

Michigan 9,847 : . 104

. Ohio 9,398 ! .99
‘#EWisconsin 9,254 98

" Indiana _ 8,978 ' i 95
Plains 9,154 . 97

Kansas 9,958 105

Minnesota 9,519 101

Iowa ‘ 9,178 97°

Nebraska / o 8,914 94

Migsouri t oy . 8,846 94

Nogth Dakota : t; ,552 93

South Dakota ¢ 45 7
Southeast 8,116 .86

Virginia 9,435 100

- Florida 8,987 . " 95

Louisiana 8,282

‘88




R Y - . ,
> - \ . .
- . ~ . Q‘ .
) SN TABLE 3.1 CONTINUED
< .
s . \
B oy —_——— R} A
-, Percent of
" — : L National
’ State . * Amount : _ Average
LY \\ ‘\‘ < .
\ ’ { LY
Southegst . .
Georgia T 8,000 — 85 '
North Carolina 7,852 . 83 s
West_Vifginia .o 7,831, : 83 =
” Tennessee 7,786 : 82°
Kentucky . 74718 \ R : ¥
Soyth Carolina o 7,519 ¢ 79
Alabama 7,484 . 79 -
Arkansas 7,180 - . " 76 -
. | Mississippi 6,508 69 - ]
. . . | C o e ‘ &
Southwest . 9,246 - , X 98 ,
Texas - ‘ 9,513 \ 101
Oklahoma 9,081 - 96 -
. Arizona : 8,649 ' 91 .
New Mexico 7,956 - N84, ol
. LY - '
quky Mountai; 9,015 . 95 ,
‘ wyoming 10,692 ° ! 113
. . Colorado 9,964 X . Nos
.o Montana . 8,445 : > 89 s *
- Idaho « 8,126 . 86 . :
: ytah 7,485 , e 719 S
a, - N N ~
. Far West 10,658 V’/‘ 113 ’
' California . 10;856. - . 118 .
. ~ Nevada © 10,458 | ° ©1M )
. . washington:  * 10,363 110 '
. ,  Oregon © 9,400 ‘ 99 *
‘Alaska % T 92,406 : * 131
Hawaii . 94787 ’ 103 N
U. S. Average ’ 9,458 ' h
. .8 ‘ : i : ~

< . . »

Source:";‘ 3 S. Department of Coxmnéri:e',’ Bureau of Economic
a}Xsis Repor,t’ April 1981. . ;
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Department of Commerce, Bureau of Economic Analysis (BEA), which
- produces the income estimates. [The BEA groupings differ "slightly

-
- .

. . - L
from the census regions defined by the United States Bureau of
> *

o Census, - i . . - o -

.

As éhgwn in Table 3.1, there are wide Ava/riations in per capita

.-personal income across the states and these differences do follow °

.

o

distinctly regional patterns. The lowest per capita personal

I

income amounts are found in Mississf.ppi ($6,508) and Arkansas

_($7,180); the highest amounts are found in RAlaska ($1w2,406)‘ and

-

Connecg:ic‘ut ($11,445). As a percentage of the 'national‘average per

r .

capité"perganal -income” the ixidiyidual state amounts ranged from 69%

: _ & .
o to 131%. ] " N § -
Several fact})rs can be cited|as possibly mitigating the

N

extreme variations in per capita income. These mitigating factors

are price leve]:.,d‘ifferences, consideratio‘r.}s of income” distribution ,
[ .

\ . - « *
&nd differences in state taxes. . ' - *
Coee ’ . : \ "
L) . N . A
" Much available data does'suggest that there are noticeable

'differg‘nces in price levels

- - ( . ¢ » ’
R pe'rgonél incéme significantdy below the national average also have
S 3 . . .

between states.\ States with per capita e

14

. ¢

y - price levels below the na.tional average, but fhe, }owej: price 7levels

. .
o . « .o, -

. ‘orily partially offget' the deficit in per c pita income.18 -In no
case does 'it 'ap;%;qar that édjustm'ent of, income data to account.:' for
" price differences would remove more than one-third of the s :

i difference between the national average per capita personal income

v
.
. . ~
- >
. A

>
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o .

{

P—

,and a lower state per capita pe’rs'onal income .amount. The
B relationship between pér capita income and_ price level is not.

. L ‘ y .
symmetrical. In states having above ‘average per capita pexrsonal

‘. ./
¢ >

* income, price levels are not proportionately above average. The
Y N S

A

relatig'nship between income and price level is becoming less
! v .
significant over time. During the past forty years there has been &

<

<

a clear trend of price levels in the low income states moving

- -~ 0}

. closer to the national price level..19

. . . -
JIncome distribution also affects the interpretation of i)er

capita income differences between states. The usual '.implication .
5w § _ . o
. that the typical citizen of a high per capita income state is in an
N ’ -
\ A . .
economically preferable position to.the citizen of a low per capita
lg ‘ " N Y N .

‘ * 0 . .
income state that might be contradicted if it were the case that
L . a4 - .
S L <
income were more equally distributed in. the low income* state than

in the high income state. ’Ifhez:e are 'no datd indicating that such a °

-~

. . . . ‘t . ’ s
s consideration is applicable to any compdrisons of econon%‘c

~

¢ ‘ ' well-being between states. . * s
¥ "

The final consideration to add to the interpretation of per

caphta income differences is the,variation in state tax burdens.

.
. .

_There are significant differences in the levels of staté and local
4 e PR ]
) Il

- taxation across. the United States. On a per capita basis state and
R ; < T .

: local tax totals in 1979 i'angeh from $595 in Arkansas .to $1,370 in

L New York and $'2,54é in Alaska. Because of the gr'eat differences in
. , @ . .

| ¢
. ‘

~ ¢ taxes between states, some analyst§ argue that per capita peré'onal

o . . 4 . A~
r . , . P

- .
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a

income is not & good economic variable for making interstate ?

comparisons of ,economic well-being. The alternate measure of per

~

‘capita disposable income has been suggested.zo Per capita

<
2

disposable income is defined as per capita personal income minus

per capita taxes. The states-'having highest per capita personal

.-

income also tend to have the highest é capita taxes, while the

. r
states having low per capita personal inéome tend to have low per Y

capita taxes. A comparison of economic well-being based on per

cagit& disposable.income makes the difference between the highest '

]

~ and lowest states much smaller than-is shown by a comparison of per -
> < * a *

: #» capita personal income. ' °

The afgungent for using disposable income seems superficially

3

p’lausib]:e, but’ from the economic per.spect:ive the disposabie income
comparisén contains a seriou.sly decéptive flaws It hides
significant differences in the economic wel]:-being of citizens of
different .st:at:es. The 'state and local taxes which an. individual
pays do not disappear from the economic scene. State and local

taxes are .used to purchase goods and services for the community,
-~ b4 &

and -from these purghages the typical citizen«derives perso‘nal

benefit'. 1In a state in which per capita taxes 'are high, the

typical citizen en:')oys relatively.more community services=-better

- .,

4 - » 5
schoolg, parks, roads, utilities--than the typical citizen of ‘a

state having low per capita taxes. These elements of 'communit:y

consumption are as valid a component of econemic weI]_;-beipg as is

.
- s n -

Provided by ERIC.
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" private consumptionp. Per- capita disposable income-ignores
< N 9 ! ‘
intergstate differences in community consumption activities” which
- . . . - .o . by

contribute té dindividual well-being. Therefore, peg cépita
personal income, bei&g a more tougprehepsive'measuz;’e, is the better

v ol - . he

indicator of over:—:lll diffe.r'enées in economic well-being between

. . " « ¢
. . d
¢ . -«

states. - - - . - -
kl

Table 3'._2 summarizes re_éent trends in per:capita personal

in»come on a f:r.'e:;ional basis.zj' ‘In 1980 differenc;s vbetween'; regions
- @ - . . .

were significé;xtly°ngrrower thian in 1970.. ’]E‘he sougt‘hwestern’ states'

(Texa;;-, 'Okla}'xomﬁ, Arizona, 'faqd Newl Mexice) av;rage pez‘f capita

<

personal income improved more than any o.thelj regiép, jumping from e
* * 4 ’ ’

< . e )
89% of the national amount to ™®8%. Other regiong improving in

. r3

relative position were the Far* West, Plains, Rocky\Mounta"iri, and

€

Southeast régions.' All of these regfons experienced 1970:-1980
. ) K 4 - 3

average annual growth of per capita personal inceme in excess of
L o ° 3 ) o »
- .-7 . - . < " v
the natidnal a_mnual growth rate (14.3%). The Mideast, New England,
R . . A . . B :’i . .
and Great Lakes regions experienced average annual growth rates of
. - e . -

per capita personal income, beib( the national average for the years
% ‘ , .

- 1970-.1980. However, .in no case was the regional grpwth rate more
than,:r\xe‘ andvla half percentage, points below” the ’natignal average. -
The overall r;nge of .regional .!ave>rage growth ra;te.s. of pqz; capi‘ta . )

pe(f‘sona'1 i‘ncbjne is remdrk.abi..y nafrow. The 1owés£ averag"é ‘annual

~ .

.

é'rowth rate waé 12.9% for the ‘.Mideast regio%New:Jersey, 'Maryland,

Delaware, New York, Pennsylvania, and District, of Columbia); the
1
L3 Y L3

I3

s, ¥ . N e 3 2 . -
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'REG%ONAL PER 'CAPITA PERSONAL INCOME TRENDS

- -

TABLE 3.2

H

£
-

.. 1970 Per Capita 1980 Per Capita Average Annual Growth
Personal Income Personal Income of Per Capita
P as Percent of as Percent of Personal Income
Region ! National Average WNational Average 1970-1980 .
b . ‘ . i
j:; West 113% 1113 14.7%
Migeast = ° 106% - 113% 12.9%
.7 44 N
New Eng}and & 105% 109% 13.4%
Great lLakes 103% 104% 14.1%
. -
' M " [y
Southwest ° 98% ° 89% 16.7%
Plains 97% - 94% 15.0%
i N 3
. Rocky Mountain 95% . 91% 15.5%
_ Southeast 86% 82% 15.3% .
U. S. Average *“ . 14.3%

Source: .U. S.‘Department of Commerce, Bureau of Economic Analysis.




highest average annual growth rate was 16. fqr\ the Southwest

region (Texas, Oklahoma, Arizona, and New Mex\ico). For every

region-and for every state in every region the 197024980 growth of
L3

per capita personal income exceeded the 1970-1980 inflation rates

meaning ‘that every state experienced an _increase in the real value

. » ’
of per capita persohal income. ® - ..

Table 3.2 shows that ifor the three regions having growth rates

’ I3

below the national average per capita personal income as a percent
. t *

of nationavi, per capita personal “income fell from 1970 to 1980.

a

Most notably, the Mideast region ¥ell from first'place in per

capita personal incgme withg#13% of ithe national average in 1970 to
>

) R @ .
second place with 106% of the national average per capita personal

¢ s

k4
income in 1980+, Some studies have associate\d such changes in
~~ Y .o

A

measures jof relative ranking with the notion of serious economic

‘decline occurring in the g‘orthernlindustrial regions (the so-called’

Lo

. .
Frostbelt). Previously cited art;icles"m\b@.tional Journal 2 and in

v L4 3__ a M 3
Time Mc—.i‘gaz:l.rre2 have attempted to.play up the idea that the

economic- growth' patterns of the pa.st:s dedade amount to a serious
e . °

conflict between the Frostbelt and Sunbelt regions.
. : &
~ e R

The idea of a Frostbelt versus Sunbelt economic conflict is

hased on- the false premise that economic glro’wth is ‘a zero-sum game

“ N 3

- in whieh any ,region\'s’economic gain is necessarily at- the expense

of some_other region. The economic facts indicate otherwiseé. The

v

entire United States, j{gluding every region, has ex:perienced real




[; CERN . .
_ F . -

N -

economic growth during the .past decade. This is‘mpst.clearly

indicated by the per capita income data.,
. p .

For example, per capitd personal income in New York in 1970

v

.was 118% of the national average; in 1980 per capita personal

¢
4

income .in New York was only 107% of "the national average. This ’

‘l N\ , decrease,in the relative ranking does :not findicate any real
-

economic decline or crisis for New York because the amount of per

capita personal income in New York rose by. 120.3% during the

¢ Y

decade. The average New York citizen enjoyed a higher per capita

4

personal income in 1980 than in 1970.2 The increase of per capi%a

-
.

personal income is a sign of economic growth not economic declinee.
. - ¢ /_ .
The change in the relative ranking for New York occurred because . .

the national average of .per capita personél income went uﬁ.

reflecting thé narrowing of the gap between rich and poor states,

éFross the nation. Poorer states have been catching-up to the

level of income already enjoyed in New York. Such a change cannot
- - be'interpreted-as injurious to the egonomic welfare of the average
i,
New Yorker.
Lid -~

Y '

while regional totals for per capita personal incomg provide a

useful summary of general economic tfends, they also mask .important

variations within regions., ,Within New England 1980 per cagita

. e

- 1,
personal+income amounts range from 121% of the national average in —

- —

Connecticut to '82% of the: national average in Maine. The per

“ . .

T o \
capita personal income in Maine isjequivalent to the average per
1 . L . . ,

DA i Toxs Provided by Eric 18
s

POV . 7 - ' ‘ i ‘.




4

R i ; .

Yy . f O
captta persondl income of the southeastern states. Significant

. @
’ ¥

. . . . . .
- variations in r capita personal income occur among the states of

each region, but such variations are most extreme in the Southeast

B ] - .
.region. . NS
e v The Southeast region states in the BEA classification are '

’

' Virginia, Florida, Louisiana, Georgia:, North Carolina, West

‘ .
Virginia, Tenne%%ee, Kentuck;, South Carolina, Alabama, Arkansas,
W [ - ’

' and Mississippi. ‘Thesée states cor\stitu%i major; portion of the
region popularly referred to as ’Ehgﬁ Sunbelt. The economic
! VIR

- -

expansion and g.naustrialization of this region has 'attracteci, much

% . . N « Q“ L] - ! "
o national attention during the past decade.” For the regio;a/as a

whole g}:owth in per capita'personal income averaged 15.3% annually

’

e T TR during the past decade. This. was the third highest growth rate

e
-

. ~.among regions in the United States. \Despite the high growth rate,
- ° - »

regional per capita personal income in 1980 remained the lowest in

the United States at 86% of fhe national average.

) Per capita personal income rar{ged from 69%° of the national '

average in ﬁississippi to 100% of the national average in Virginia.

Regiona\l composite data creates a mi®leading picture of economic

growth in the Southeast and other Sunbelt regions. The surge of
. ] v

economic growth and improvement of econ‘omi"c well-being in ‘the

Sunbelt regions has not had a uniform'impact on all the states in

)

the area. The .focal points of growth have been in Texas,‘, Florida,

Louisiana and Virginial. Sta"tées like Mississippi, Arkansas, and

 ———— L)

" k-~ L
. LI - “ * . -

s s
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s Alabama have ‘experienced some improvement, but”remaim far behind

’ A - ] .
. . » R

: : - . <
the nation in terms of personal incomie and other measures of

. &
economic performance. -
- . , B
The differences in stafe per capita personal income amounts
. A . : N - o,

that are evident today are 1gke1y to remain éignificant far into
; .
‘the future. While »e@ional averages for per capita personal income

¢
s

., appear to be converging, estﬁmates compiled by the United States

Department of Commerce show sigﬁificant differences in individual
state Rfr capita income amounts remaining well into the next

5 . cel :
centu .2 Table 3.3 shows estimates for per capita personal income.

as a percent of the-national average for each state for the period

.

'8

-, 1990+2020. The Commerce Department estimates show that despite W

Sunbelt growth the majority(éf Southeastern region states will
- / o .
'Y
remain below the national average in per capita personal income for ;
' . : - ) / .
the next thirty years or more. . ‘ f
* o

, Since the OBERS forecasts-reported in Table 3.3 were produced .

‘. in 1972, some of the results may require modification to account
v . Iy R - . '
for unexpected econoTic trends during 1972=1980.. Some Sunbelt
-

¢ - N - ~

states did experience faster growth during 1972-1980 than the OBERS

projections assumed. To correct the deficiencies in the data shown
in Table 3.3, I have prepared Table 3.4 showing revised 1990 income

-

proportion estimates on a regional basise. The regions are defineéd

by the Bureau of Economic Analysis scheme of cléséifying states,

\\ the same classification used in Table 3.1. _The 1990 estimates of:

]
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S £ :
s . TABLE 3.3,

L3 . C
PROJECTIONS OF PER CAPITA PERSONAL INCOME AS

- A PERCENTAGE OF THE NATIONAL AVERAGE

—

v

‘e

1990-2020

-

Estimated ) .. - Estimated |
State 1990 2000 2010 2020 State 1990 2000-2010 2020 °
Alabama 79 181 84 85 Montana 88 {89 - 90 . 92
Alaska 119 120 120 120  Nebraska . 94 )95, 9 , 98
Arizona . 83 ©89 92 Nevada 105 .10 104 103 °
Arkansas 75 58 80 82 New Hampshire 95 97 , 98
California 111 110} 109 108  New Jersey "114 13 -2
Colorado % 97 -97 98 New Mexico 84 8 89
Connecticut 115 114| 112 111 New York 116 113 111 .
Delaware 109 108| 108 107° ~“North Carolina .85  B6|.= 68
Florida , 88 89| °89 9 North Dakota 85 85[ 86
Georgia 87. '89| 90 ' 92 ohid/ 101 101] 1060 1
Hawaii 103 108| 108 107 Oklahoma 87 88 | 89 ,\90
Idaho 81° 83| 84~ 86 Oregon .94 95/ 96 97
Illinois 114 113/ 4192 1171 Pennsylvania 99 99, 100 10%"‘
" Indiana 99 99 99 100 Rhode Islad 100 100 100 10
Iowa~ " 94 94 95 96  South Carolina 81 82, 84 86
Kansas ' ¢+ 100 . 99- "106 100  SoutR DBakota , 84 84 _ 85 87
Kentggg 83 .85 “87- 88 . Tenndssee . 84 8 88 90"
ufsi qpiﬁsd d§¢ g6- .89 ., Téxas 9 9192 93. -
Maine'- 855 $ggs 9l e 'Y ah? . .85 87 ,88 89
Maryland 109 40 f@q3 105 | Vermort . 2 91 92 93,
Mass. 106 104 ,108'210% . Yirgipih = ,‘ 95 .96 * 9%6 97,
. Michigan 106 105 195 104 - ngiéhlﬁgton ¥105 104 104 104
Minnesot 99 100 .100 1o1§ West', Virg}ﬁia ’ 80 81 - 2;/ '84.
Mississippi 72 T4 . 77 . 80° - Wiscopsin % .97 97~ 48 98
Missouri 97 97 97 Wyomlgg ¢ '90© 90 = 908 91,
v - R [ R . S
’ © " . T @ ot - -
Source: U. S. Department of ‘Commerce, QB§RS Pro;; ectuons of Popul-dtlon
and Income,- 1972. oo S R
. 3 . .;’l.“@gavﬂ_Q .
/"—.’.“' o




s ' TABIE 3.4 :
REGIONAL PER CAPITA PERSONAL. INCOME AS PERCENT
OF NATIONAL AVERAGE: 1980 AGTUAL AND 1990 ESTIMATE

Region . . 1980 o 1990
. Far West . 113 . ' 116
Mideast ., 106 ) %
' New .England 05 , 98
‘. Great Lakeés 103 , 102
" Southwest _ 98 ‘ " 115 v

Plains

97 P 102 o
. . . . . S
, .
Rocky Mountain 95 ¥ L 103 -
. Al ’ ,
Southeast 86 - 92 ’. )
m .

Source:' Author's computation

sed on U. S. Departm{pt of Commerce
Historical datae. - '

E2

s
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regional income proportions were derived by linear e‘xt\rapolations

-

~of-the 1970#1980 trends of population and total personal income for

3
the states in each region. The linear estimates show a continued

narrowing of income differences. .

Because of high growth rates in the West, the national average

per capitfa income is forecast to move ahead of per capita income in
. .

. . 4. . .
the Mideas;}and New England states. The income in the Mideast and
New England states mai( be below 100% of the national average in
1990, but\the change will be relative, not absolute. No real

decline in the economic well-being of anysregion is forecast.
- B
Accofding to Table 3.4, the Southeast region will remain at

only 92% of the national ,average per capita income in 1990. Even
assuming the continuation of the high growth rates .of the 1970-1980

) 3 : /
period\,K per capita incoi?é' in the Southeast in’1990 will remain the

i

lowest i;n the nation. If the fast-gfowing- states of Virginia and

Florida were removed from the Southeagt data, the 1990 income

.
. N

deficiency in the region would be even greater.
. . "
Other measures of economic well-being reinforce the

.

L -

i’mplicationpf per capita income data: Man; states in the South

and West remain below‘the nation as a/ whole and significantly below

r 4
the states of the northern industrial tier ih terms of Economic,‘
\\ ‘ T '
development and prosperity despite the recent growth associated

LY

with the Sunbelt expansion of the nineteen seventies. These

aéditional meagurés of economic well-being include ';c;vert:y level

~

population and ,employlept/pop\‘:,lation ratio.

4
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Table 3.5 shows percent of population living below the ,
official poverty line in 1975 for fo\ir )cegional groups.26 The .
.’ Northeast, North Central and West 'region)s each had poverty

populations less than the national average 1.4%). The lowests .
~ —-
-
«  relative concentration of Poverty population was in the Northeast

o .
o & .
region where only 8.9% of the population lived below the poverty \

6 .
level. The states included in the Northeast composite are: Maine,

.

Nev/; Hampshire, Verntont, Massachusetts, Rhode Island, Connecticut; .
New York, New Jersey, and Penvnsylvania. The South had the highest =
rglative poverty concentration with 15.3% of the total popudation

‘ L e -
living below the poverty line. Forty-t;xree percent of all persons
living be]:ow the official povert; ‘lovel were residing in southern

region states. Recent improvements in the economic performance of

the Sunbelt states may have alleviated some of the poverty of the

region, but that poverty remains far from being e]:iminated.
The southern states from Virginia and West Viréinia to Texas
still comprise the ore‘a of greatest poverty concentration in thé .
~— . 1 -
}hited States. X A .

) ‘ A fin'al measure of ecofomic well~being is 'the ratio of
employment to total population. . Table 3.6 shows the ratio of
employment to total population for major regions during the perioq
,197,6.-197»9.27 %f a region was experiencing economic decline, one .~ -

would expect to find the employment/population ratio to be

declinini:, The data in Table 3.6 shows that for every region the
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L ¥ & . TABLE . 3.5 ~ > *
POPULATION LIVING BELOW THE _
, ‘ OFFICIAL POVERTY BEVEL, 1975  ° . .
N
N {
e ‘ ~ Percent of /
Area Actual Number Population
/ ~ ’
United States- 2 23,991 - 11.4%
North gast 4,336 - 8{9%
North Central 5,336 '9.4%°
t South - 10,406 15.3%" .
West ' 3,912 _10.4%

&

N

- r 0
Source: U. S. Department of Commerce, Statistical Abstrdct of the

United States: 1980,
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- : , TABLE 3.6

a

- - EMP;OY%ENT/?OPUBA@ION RAf;g BY REGIONS ‘ :
& T . h -
S . T 1976 1978 1979 A
a United states _ 56.8 Y 6620
Lo New Enéland Co 5845 61.1 62.3  giiume
o Middle Atlantic . 153.2 " ' 55.5 56.6 ]
, C _
"7 East North Central . 58.2 " 60,6 60.9
' ’ " West North Cential . 60.6 . 63.3 63.8
' so&th.ptrzﬁiié ‘5733 59.2 ‘ 5?.4' :

]

* East :South Cehtral - 55.2 . 56.9 : 5é.7A .
. , West South Central 57.4 5915 . 60.4 .
'bbmwam? a 59,0 « 61.1 7 " 2.1
- )
b . Paciftc | * - 57,0 60.5 61.3 .

.

et . . t '
Source: U. S: Department of Commerce, Statistical Abstract of
the United States: . 1980. ' . N

> L e
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-, * l;\
reverse Jas true. Over the period 1976-1979 the
N 3 B
employment/population ratio rose f<;§:I every region. The rising

ritio&;ndicates that employment opportunities were growing faster

than pgpulaﬁion; This trend is a sign of economic health for a

.

’ region. The emp%gynent/population ratio data for each:state (not
) > 1 % ’ ¢
shown in the table) revealed the 'same trend as the regional datd.
". Every state except Hawaii registered an increase in ,the

employment/population ratio. The nationwide increases in

-
P o 4

employment/popﬁiation ratios supports the position that economic
growth is not a zero sum game and’%hat improvement in the relative
economic performanée of one region does’ not imply a decline in -

>

economic performance fof.any other regions »
) , > ;
While’ thé South and West have experienced above average
, - . M A
improvementa§ﬂ per capita personal income during the past de®ade, - N

the 9cénpﬁic growth has not been uniformly distributed among the.

states *in ‘the regidh., The disparities- in per capita personal
’ 8 .
income among southerrn states have actually widened during the past

5 decade. Growth in the. states of the northern industrial tier has

7 ki
-

4 ’ AN . ‘ .
1 been somewhat slower, but the growth in that region has glearly -
“ . < N + .

AN X ) . . ’ % a .

been 'positive. In no way can the economic gxﬁerience of the

. . - B , . ‘

northern region dkfing the past decade be characterized by terms

K

4

-such’ as "decline" or "crisis." The use of such terms in some

recent reports of egonomic trends is an example of gross

misinterpretation of chqﬁges in measures of relative position. The
-~ ,w v -

t .
v -

g

& .

S5




northern industrial states continue to lead the nation in terms of

/!

ﬁe; capita pérsonal income &nd other measures of,ecgﬁd&ic

Even with the higher growth trend in the Sunbelt

e -~
.states, the leading position of the northern states is expected to

well-being.

. .

remain secure into the next century.

-




Section Four: Economic Trends.and the Flow of Federal Funds-
= . : o
. ' ' ' T
' In connettion with ihcreasing public awareness of the.changing
’7 . , * « + .
regional. trendg in economic growth and wealth'concentration, there

- 1
> v

. # . B
has developed widespread interest in the impact of regional federal

spending patterns. The: distribution of federal spending among the

P 3 : . . . J
states surfaced as a controversial issue with the publication in

s 3 :
1976 of a National Journal report entitled "Federal Spending: The

- - j v

2 8 -~
North's Loss Is the' Sunbelt's Gain." This report utilized the

-

Q - r

concept of a federal spending/taxes ratio to argue that the fedéral*

budget resulted .in a massive flow of wealth from -the northeastern

states’ to the southern and\wehtern states.
~ k3

-

The fédéral spending/taxes ratio compares per caplta federal

N
.

PPN

o I'. spending in each state .to per caplta federal taxes collected in -

. . w~
each state. “ The 1976 National Journal report e;gdgd that -tA%®

4

excess spending over, tax collections in the Sunbelt stat®s was a

x4 ! ' . . 4 X ) " - N -
N . contributing factor to the high economic growth getes.in those
e N .t
. .states. Conversely, it was argued that the lndqstgial Northeast
.- .. r )

- " was. in a state of economlc decllne. An unfaGorable bélance of

“ &

federal spendlng\to taxes was held partly to blame “for the supposed

economic woes 6f the Frostbelt states. The report,recommended thit‘

:..“ s,

' federal policy in the future divert spending from the Sunbelt

N

states and toward the Frost@élt states. _Other articles and studies

. <
- -
A\l ', " P —

o . '
' .*, since have argued for similar policies.29 .o - !
" . ¢ "5 m
- o All aspects’of federalfébending have been the subjeot of !
N . - ‘o . 7& - . ) v B . &.
o - ‘ ) ° o
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. ! CotE .
. recommendations for Frostbelt favoring actions. For ’exampl‘e, it

. has been recommended that defense contracts be. awarded on the basitys

programs‘ channel federal money to state and_local governments on
i ]

the basis of mathematical formulae. Most formulae are based on

some combination of popul?tion and®* economic variable such as

. R - L~
unemployment, per capita income, or povérty households. Advocates

‘

L)

4 . . . ~ .
of policies to shift federal spending toward the northerm

industrial states have argued to eliminate from grant formulae

\

thé Sunbelt Sha.t?s. . ‘ “ - . . - \‘ < o

¢ ) Table 4.1 shows the ‘distribution of federal per capita

. N iy ©

spending, taxes, and the spending/tax for each state and region in

1979. The data, as presented ing the.table, do’ seem to support the

< . -

notion of an unevén pattern of spending and tax collections. *In

«v - \ .

- the Northeast region, federal spending is only ninety=-four cents

spending*is é1.12 for every dollar of taxes cc;llected; z‘%in the
West,‘.speridj,‘ng is $1.06 for every dollar cdollected- in taxes.

However, the-regional Eiaé of féderal spending may be more apparent

L} -

i r - L 0
than real. Several related Problems need to’'be examined before

» .

relying on such regionlal comparison data as the }éasis for altering

R
'

. Q ‘ - , 53
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of a regional equity policy. More than any other federal program’

category, att_:entiori‘ has focused on formula grants programs. These

economic variables such as per capita income which tend to favor

.. N “ : . .
for every dollar in taxes collected in  the region; in the South,

federal spendi‘hg policy. These i;roblems i'nfclude inQra-regional‘

X2




\ 1 | S
C @
: PABLE 4.1
i . . . »
, FEDERAL TAXES AND SPENDING PER.CAPITA
N \ BY STATES AND REGIONS, 1979 :
. ) N :\.>
. ‘ Fiscal 1979 | )
b . Spending Taxes Spending
. Per Persgn ' +Per Person Taxes Ratio
Northeast ; 2,058 Co2,209 < 0.94
New England 2,339 . 22,145 , 1.09
Maine ¢;4063 > 1,560 1.32
. New Hampshire 1,879 -7 2,034 . 0.92
. Vermont 1,862 1,595 . 1,17
. Massachusetts . 2,377 2,100 - 1.13
s _ Rhode Island . 2,074 .~ 1,991 1.04
~ Y Cconnecticut 2,654 2,598 1.02
e Mid-Atlantic , 1,964 2,219° 0.88 B
. . New York - . 2,103 ¢ 2,201 ‘ 0.96
" New Jersey 1,722 2,485 0.71
- Pennsylvania 1,905 2,078 0.92
L.t Mdwest L 738 2,202 0 - 0.79 s
T .  Great Lakes e 1,7609¢ T LT 2,275 0 0.71
ohio 1,545 22,172 0.71
. Indiana ' 1,469 2,098 0.70
' Iilinois . 1,851 2,537 ' " 0473 :
v Michigan = 1,556 . 2,346 0.66 -
wisonsin 1,448, 1,959 0.74 S
" *:  iGreat Plains 2,048 ;2,023 0.01
Minnesota 1,801 - o 2,119 0.85
Iowa : . 1,602 2,104 ¢ 0.76
.. ' Missouri 2,450 1,958 1.25
— Kansas ©1,997° . 2,089 0.96
Nebraska " 2,103 ¢ 1,998 1.05
South sDakota T 2,249 1,618 1.40 .
_ North Dakota 2,405 © - 1,830 _ 1.31 °
C _ South i 2,000 - 1,864 —1.12 ;
.. ¢- South Atlantic 2,188 " 1,908 . 1.15°
Co © Delaware s 1,768 ° ¢ 2,384 0.74
- T Maryland 2,808 £ 2,318 1.18
Virginia ®2;901: -.. 2,056 1.14 |
. ~ West Virginia 1,887  ° -+ 1,699 - 1.11 .
MR North Carolina 1,612 . 1,658 0.97
-South Carolina 1,834 < 1,577 1.16 |
Georgia 1,901 1,708 C 111
. Florida 2,217 s ' 1,999 1. 11
]




TABLE 4.1 CONTINUED

-

< “ "Fiscal 1979
Spending Taxes Spending -

Per Person Per Person , Taxes Ratio
South Central 1,997 -~ 1,822 = 1,10 i
Kentucky 1,872 + 1,678 * 1012
Tennessee 2,378 1,711 1.39
Alabama 3 1,968 /' 1,595 . 1.23 .
Missigsippi 2,073 1,314 1.58 .
Louisiana 1,866 1,773 1.05
Arkansas 1,815 : 1,464 . 1.24
Oklahoma . 2,037 1,871 1.09 )
Texas 1,960 2)116 0.93
West ‘ > 2,348 220 1.05 .
Mountain 2,315 1,928 ‘ 1.20
Mofitana . 2,231 . 1,883 1.19
Idaho 2,031 1,686 .20 4
Wyoming = &~ . 2,119 - 2,364 0.90 ¥
cone s CoYorado LMLl e 2,240 0 LS 2,119. 0 L 1806 e - e oa s
Utah - 2,084 1,624 , 1.28
Nevada : 2,383 : 2,570 " 0.93 ,
Arizona 2,261 . 1,869 . 1.21 !
New Mexico 3,138 " 1,640 1.91
Pacific y 2,359 T 2,350 1.00 _
" california 2,315 © 2,366 0.98 W
. Oregon 1,911 2,178 "~ 0.88 '
Washington - 2,527 2,297 & 1,10
Alaska ‘ 4,759 3,304 1.44 .
Hawaii . 2,906 2,224 ©1.30 .
Washington, D. C. | 23,529 24101 * 1,00 ‘
. Total United States 2,109 ‘2,101 .. 100 o

» v

Source: Joel Havemann and Rochelle C. Stanfield, "Neutral Federal
N Policies are Reducing Frostbelt-Sunbelt Spendipg

Imbalances," National Journal, February 7, 1981, p. 234.
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- variations, localization of spending, and localization of tax

payments. ) -
T kil ‘ g
A careful examinat’izﬂa“nﬁ‘*of the individual state spending/tax

.

- 4 .
ratios in Table 4.1 reveals that there are greater imbalances in

federal spending versus taxes,within each region than the
)

imbalances between the regioné as a whole. ° While the Northeast
composite data show more per capita taxes than spending, five .of
the nine states in the region actually experienced -flows in the

. .
opposite direction: more per capita spending than taxes. In the
“ -

South, the fastest growimg 'state, Texas, experienced a
spending/taxes ratio smaller than the northeastern states' ratio.

£nm!Tex:§s, feglgria} g,‘pégding wag only ninety-three cents for e\fwery'f’ .

dollar of taxes.

»

The 8ata showing the distribution of federal spending per

capita among the states are misleading for two reasons. First,

e
\

they do not take into account the difference between federal

spendin§ for ldcal benefit and federal spending fo‘r national

N ! | » !
.E Defense spending is the classic example of a national

benefi

benefit program.’ A million dollars sfqent in Florida to maintain

v

. P 4 . :
fighter alrcraft is counted in Table 4.1 as federal spending in.

Florida, but the air: defenses maintained there are not just for the,
. N ¢ . - , .

"

benefit of Florida. They protect New York equally and

— w

Y

simultaneously. . ' ' _ »

The second reason that data showing federal spending in states

are misleading is that they overlook the economic links between

! t
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e

states. K dollar of federal spending in Wyoming may ndirectly

N

benefit the economy of Pennsylvania more than it does fthe economy

of Wyoming. Such indirecs impacts are particularly|likely for

programs that involve construction of é@cxllties or the| acquisition

. ; | . X
of equipment. Programs in the defense l d space technology areas

.
y

are obvious examples of spending with idespre&d economic impacts.
Table 4.1 shows that federal tax éollections pe# capita are

¢ ' | ) .
higher in the Northeast thah in the ’éouth. The difﬁerenc‘e partly

! ! -

reflects the relative poverty of the South, but it also involves a

.,

in the spending/taxes rati"o data that hasyeen used to.

tbelt~Sunbelt debate over federal spendlng. Taxes

generate the Fr

- ' [

/
per caplta -are not\\e same as personal income taxes. -The’ smular

* - "

terminology is frequently confusing to knowledg.eable people. The

taxes per capita amounts for each state and region shown in Table

. —_
¢

4.1 are total federal taxes collected ‘in the states divided }:;"y

B
«

state population. The federal taxes included_co_rporate income

taxes, tariffs on imposts, and ‘excise taxes in addition to persondl ,

income taxes. The corporate income tax'is a particuiafly important
D . N - -

» .- _

item. ' Corporate tai?(es are typically reported in the state of the

s —

corporate headquarters or mairg: financial office, even though these

-

-

taxes are derived from income and economic activity that occurred

» ? - . —

in other states. '‘Since_corporate h'eadqgiarters offices are’

-~ —

concentrated in the northeastern states, the reporting of corporate

“ . —
v

income taxes exéggerates,thé per capita tax collections of the .

13




-

: ae
Northeast region. A

significant‘portion of the federal coxporate

a .

<

income taxes collected in those states does not represent a real
LI 4

-

€ -
tax burden on the people of those states since it is derived from
goods produced and s0ld elsewhere.

1 ‘ <

< '
' N ‘
{ «
t . <
)

Instead of examining total federal expenditure by state, it

ﬁ;
<

-~

might be more useful to focus on one important éfrt of federal
N _‘“-:' ,i
spending:

Federal grants and transfers to state and local
government units.

This category of federal spending is most
typically for 1Aaaf

;

rather than national benefit and the economic
impacts of. this type of federal expenditiure ar

more likely to be
limited to the local area.
4

Table 4.2 shows tal and per capita
amounts for revenus“f state ané‘local government units originating
from federal sources in 1979,

Table 4,2 lists the data by state.
'\\\ Table 4.3 shows the regiopal suBtotals for the same data,rbased on,

the ‘United States Census Bureau

4

scheme of regional groupings.
Sta%e and local government units

P

in the New-England and Middle
) Atlantic regions were above the national avérege ($34[)\for per
A .. :
> capita federal expenditure of this

type. Forty-eight percent of,
all federal expenditure flowing to state and local governments in

. so-called”Frostbelt.

s

1979 went to stqtes in the northern and northeastern regions, the

.
. - - -
-
3 vy
»

.t
M s

i 4
Thére seem to be no firm data, to support the allegation of a
Sunbelt bias in federal spending.

<

The data showing such a bias
through spending/taxation ratios evaporates/when considerations of

. L
Q C :

. 52 64
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TABLE 4.2 ‘
' 4

South Carolina

. ER << S EN -
REVENUE OF STATE AND LOCAL GOVERNMENT UNITS - gﬁﬁﬁggg
" ORIGINATING: FROM FEDERAL SOURCES, -1979 ' 5i“f@;§%:
, - Amount = Per Capita
“ .($ Millions) ($).
/# Total ‘ 75,163.8 - 341
/ — ‘
/ New England ) " . ‘
/ Maine 448.7 409
// ’ New Hampshire 265.7 335
Vermont ° 222.3 451 -/
Massachusetts, 2,581.0 , . 447, - o
, <. Rhode Island 7 387.0 417 .
Connecticut " 934.2 - 300
Middle Atlantic - )
. New York /.. B,094.9 459
New Jersey ’ 2,146.8 293
Pennsylvania / 3,464.5 ’ 295
East North Central T T -
‘Ohio ! 2,961.7 .Y 276"
Indiana 1,257.6 233
Illinois’ 3,464.8 ’ 309
Mi¢higan - 3,399.8 ’ 369
wisconsin = 1,603.9 .. 340,
. West North“ Central . .
Minnesota 1,427.2 352 X
* Iowa “799.2 . ) 275 .
Missouri 1,377.2 . © 283
North Dakota 242.6 . 369 - R
South- Dakota 268.5 Lt B . 390
Nebraska 437.8 . © 278,
. . Kansas . . 640.6 270
P South Atlantic . £ L, ™o
K Delaware ‘ 2585 . - 444
~ " Maryland- ‘ 359 )
R District of Columbia ‘ 7 1,542 ’
¥irginia : N 305 _
West Virginia .697.2 , 3 "
North Carolina ‘ 1,787.6. f 319

931.5 - [} 318

sy




TABLE 4.2 CONTINUED ' R

L \ * . N Amount Q'. . Per Capita
\ v ) (% mMillions) {$)
Georgia 1,84846 361
Florida ) - 2,381.1 269
& \ East, South Central . .-
b - Kentucky 1,230.9 ~ 349 ‘
' Tennessee ‘ 1,341.1, ) 306
\ Alabama 1,310.7 _ " 348
Mississippi . 900.6 3N
West Southy/Central -
\  Arkansas - 76442 . 351
- Louisiana 1,478.1 . 368 .
: Okla?bma 889.5 . . 308
. Tex . 3,415.6 . 258
'kﬁ ’ 4 8’ ’
\ Montana o 36144 . . 460
. Idaho ‘ 305.6 . 338,
o S Wyoming . 241.7 ' 537
s Colorado ) : 899.6 o © 325
tNew Mexico ’ 545.8 ' N 440
Arizona . 715.1 . 293"
Utah ' 477.0 . 349
Nevada R 238.0 . 339
" Pacific. . ' .
i Washington 1,519.5 | - 387
- Oregon ) 1,090.5 432 .
California 8s216.3 . 362
Alaska . : : 350.3 . 863

Hawaii . - 457.9 ) 500

>

Source;’//f\s. Bureau of the Cen 8, Government Finances 1n 1979, .
Series GF79, No. 5. : .
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e . TABLE 4.3 . . .

“ REGIONAL TOTALS FOR STATE AND LOCAL GOVERNMENT
’ REVENUE ORIGINATING FROM FEDERAL SOURCES, 1979

- [
' N

‘Total $ . .
. ’ Amournt . Per Capita
Region : (Millions) $ Amount
New Englands, ) 4838.9 ‘h \/ . 394,
Middle Atlantic 13706.2 ' 373
East North Central>- 12687.8 300
West North Central 5193.1 303 7
“ . South Atlantic s 11988.7 . - 343
. East South Central ; 4783.3 / 3390 -
West South Central 6547.1 ; 291
/
| Mountain' " 37184.2 -~ 355
=y .- -~ T .
. Pacific ‘% | 11634.5, * 382
U. S. Total - _ 75163.8 - ’

, 7, -

Source: U. S. Dep§tmen4: of Commerce, Government Finances in

»

1978-79, 795

-
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s . . nai:iona} benefit programs, “indirect econoxr'nfic impacts, and corporate
= - . Vo . . e . )
;. tax payment practices are ,added to the interpretation.
N . P >
The data on federal grants to states indicate that the
- . .
. s
’ Frostbelt states are getting a’proportionate share of direct
federal aid. There is‘* no evidence of a pro-sunbelt bias in the
- 0 - * ‘ .
distribution :gf" federal: grants toa states aqd local governments.
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‘Section Five: Three Cases .Involving Education Funds 4 - :

.

B

-

: BN oo @ <
The controyersy over the ipter-regional .equity of federal

spending/taxin p\e;tterns has Focused on federal' formula érants
g ; g9 1€ :

. ] ° ° .

. ' programs. Speéificaily, propdné‘ ts of policies-favoring the

- - N .

northern industrial states argue that per capita income should be
. * nt ’

. - “

. remo,vg;i €from the formulde governimg the distribution of funds.
4 o : .. .

- - “r Al e 8

. The argument against including per capita income it grant
Q . . M L

funding formulae is as follows: Since soythern and some western
e . ) . }
states have lower per capita income levels than the.northern
' ' ' &- ° ’ . . ) . :
indpstrfal states, consideration of income differences in formulae

-, - - . :

h ] ! -

shifts funds to the South and West that would go to horthern states

- - ° N _

a9 . . :
otherwise. The inclusion of per capita income -in these formulae

-
. o °

4 .
was adopted as policxz many years ago when the -poverty and economic
stagnation-of tHe Squth created the presumption of need for extra

o . R .

. b L
’ - federal help to fund basic services. The bias of federal spending .
toward the ioy income states was seen_ as a, stimulus for economic

growth and development.. Today the.proponents of formula reyision
» , K o ‘ , %

T . ' argue the situation is reversed: .The Sotith and West are enjoying

- a

rapid growth and prosperity while the northern industrial states

~

‘ .’ are in economic decline. Therefore, policieé should be adopted to

éhi,ft federal grant funds away from the Sunbelt _stateé and toward .

@ ‘the‘Prpstbelt states.

:lFormxi,la. grant programs based on population and income

v e
o

"varj.ables are an biinpqrtant'parp‘of the fiscal relationship between -

N
+ !

O




. the federal and state governments in the area of education.

Consideration of per capita income differences as one criterion

.

governing‘the‘distriﬁution of education funds has revealed an

implicit recognition of the imfortarnt role of education as a '

. ¢ 2

. { ! » ’ )
precondition -for the economic growth-of underdeveloped regions. In

- “this section, I will examine three representative federal formula
Y »

° s 8

- grant programs and for each provide a summary of how the existing -
. - LY

'

v formulae, using an income adjusting factor, distributes funds amondA

! -

states and how elimination of the income adjustment would alter the

il
- distribution. The three programs are Vocational Education Basic
A < - +
Grants, Rehabtlitation Act Basic Support Grants, .and Libr#iy

3 ¥

. —
Service and Construction Act (LSCA) grants.

Y . - B ‘ . © - 3
The gbcational Education Program provides- funds to state’

~ -
.

education agencies for construction of facilities and operation of
Ld A}

’ , 31
.vocational training programs. - The total budget for the program
. ¢ . . " .,
in 1980 .was .approximately $47$ million. The formula for
L .- | r—~— .
_determining the distribution of funds to each state coqgines

kW Y

considerations of the target population‘with considerations of ~

stath® per capita personal income. For <each statk, there is

- . —
calculated'an allotment ratio defined as 1.00 minus one half of the

ratio of the state per capita personal incom7 to the United States

. . N s

. »
average per capita personal income. For example, Mississippi had
1980 per capita income of $6,508, compared to‘the United States

average of $9,458. The 1980 allotment ratio for MiséiSSippi would °*

+ 7 A

R, ¢ . ' . . . -
. .

Lo,
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6508
.. 9458

) = .66

. -

1 - .5¢(

However, there is a further stipulation that no state shall have an -

B

allotment ratio greater fhan «60 nor less than .40. Miséissippi

gets an allotment ratio of .60. The allotment ratio for each state

is used to adjust the relative population proportions that serve as

°

» . o
the basis for funds distribution. Fifty percent’'of the available

funds is distributed among the states on the basis of each state's
3 . ' .

share, of the United States population aged 15-19. The actual
population aged 15-19 f9r gach(state is multiplied by that state's
%

allotment ratio to obtain the computational populatione.

Mississippi, with an allotment ratio of .6 gets to gount relatively

- -

more of its 15-19 §ear old residents than does New York, which has

an allotment ratio of,.472J The next 20% of fdﬁés is distributed on
- o .

the basis of each state's share (again, adjusted- by allotment

ratio) of the 20-24 year old population. The.next 15% of funds is
—_ . ‘ - 4
distributed on the basis of the 25-65 year old population (adjusted

[N

by allotment ratio) for each sta%g. The 1ast'ﬁ5% is distributed in

proportion to the distribution of the first: 85% of available funds.

Table 5.1 shows the distribution of a hypothetical oné million

v

t
dollars accordigg to the, .Vodational Education formula. It also

shows the distribut}on which would result if per capita income

~

.

allotment ratios were eliminated. in that case, the distribution

would be on the basisg of ‘actual population. The table uses a

¥

-

1
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TABLE 5.1

. DISTRIBUTION OF VOCATIONAL EDUsATION GRANTS TO STATES
. PER MILLION DOLLARS OF PROGRAM FUNDS
(BASED ON 1980 POPULATION AND INCOME DATA)

- 3

. With Income Without Income
State . Adjustment - Adjustment
New England . .

Maine’ . $ 5,765 . $ 5,000 -

New Hampshire 4,176 4,000

Vermont - 3,000 2,000

Massachusetts 24,176 . . 26,000 ’

Rhode Island 4,000 , © ' 4,000

Connecticut 10,941 . 13,765 .

Middle Atlantic o . . ' . %

'  New York 70,706 : . 75,529
New Jersey 27,059 31,647 .

. Pennsylvania 51,588 ) 51,118 )

East North Central . ' _— N

¢ ohio . 48,529 S .. 47,765
Indiana * © 26,000 ‘ e ° 24,588
- Illinois Y 42,353 : ' 50,176
-Michigan 44,706 T 42,412
. Wisconsin ’ N21,824 a 21,412
- West North Central . ’ R ) ! '
Minnesota - /, - 18,588 18,412
Iowa 13,000 © 712,824
Missouri 22,765 © 21,588 -
. North Dakbta 3,235  ° € . 3,080
South Dakota - © 3,824 ) "3,000 )
Ty Nebraska <. ..7,000 ) » 7,000
Kansas . 11,235 /11,47

South Atlantic .ot . -

" Dpelaware " 3,000 i © - 3,000- .
Maryland, .- 17,353 -, ) . 18,941 N
Virginia | 24,412 - . 24,412
West Virginia . 10,000 . 8,060 °
North Wrolina 31,412 -+ 26,824 ,
South Carolina 17,824 T 14,824

Georgia . 28,765 24,588
S : Florida . .-//51{235 : . 38,882
E . ', . ’ :._ .. "-’ . .- '.
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TABLE 5.1 CONTINUED

v

With Income

Without Income

" 4,235

State Adjustment Adjustment
— - .
\ East Socuth Central o
Kentucky $19,588 ’ $16,588 .
nessee 23,941 20,000 ° ’
abama 20,765 17,588 ‘
"t Mississippi 14,176 11,412 o
West South Central ’
’ Arkansas 11,765 9,765
Louisiana 21,647 _ 19,647
Oklahoma g 14,000 - 13,000
Texas ) 64,118 64,176
Mountain « i
Montana 4,000 ° , 3,588
Idaho -4,000 ‘(5,000 -,
’Wyoming 2,000 2,000 ,
Colorado -, 12,647 13,235
" New Mericb 7,000 . . 6,000
. Arizona 13,235 | 12,000 ’
) " Utah 8,059 - 6,824
Nevada 3,176 3,412
Pacific _ o7 -
Washington 164588 , 18,000
Oregon 8 11,353 ° T 11,176
_ California . 90,059 104,765
Alaska - 1,235 g 1,824
Hawaii 4,235"°




hypothetical one million dollar basis to emphasize the comparisén »
. ' : -

of émou‘nts bétween states and the éomparisor; between the existing
formula and the formula without income adjustnient. Actual 1981 ‘ ‘
budget amounts would be abBout 500 times t’he amounts in Table 5.1.
“ - )
‘The actual distributi'op}of funds would be gmodified by twcﬁ
additional considerat,ic;n;‘_: (1) no st‘:ate may be_ granted less thang
"$200,0.00, ‘and (25 1°:he Eg,ta\lg funds a\;'ailable includes grants for

putlying ter;itories ;(Guam, Virgin Islands, etc.) which are not

)

included in the computation of 'I)ablé 5.1, 7

e
L

The data in Table 5.1 show that elimination of the per capita

income adjustment is not a' clear-cut issue of Sunbelt loss and
a
Fro<5tbelt ga¥n. While Frostbelt states like New York, New Jersey, g

(Y

5,
H

and Massachusetts would gain by the elimination of the i‘nc‘gme

— ¢

adjustment, other Frostbelt states would lose. Among the Frostbelt

states which would lose Vocational Education funds if the income

adjustmept were eliminated are Maine, New Hampshire, Ohio, Indiana,

.
" .

and Michigan. At the current budget level($500 million), Michigan

L

would lose almost $1.24 million of Vocati®nal Education fupds. = In

- - -

» 4 + : -
the Sunbelt region Texas wopld gain almost one-half million dollars
) . -t

by the elimination ‘of the imcome adjustmef\t. California would gain °
'4 e . — - )

“«

the most from formula revision: $7.35 million. In every region »

P

some states would gain while others would lose funds because of -

’ %@aﬁm“’* L

formula revision. o N .
. - I3
r

_+*= The Rehabilitation Act Basic Support Grants program' provides.
. . " . :

) hl .
.

. 62 /4" N . -

. . P A
@ v { .
4 LAY N o" N

o IR P




funds to states to provide diagnosis, evaluation, counseling,

training, vocationals,rehabilitation and related services to

handicapped individuals.32 Rehabilitation Act programs have many

funo’jt_ional links with Vocational Education progrgms. Total funds
. .‘—:lirailable for 4980 were $817 million. Funds are distributed among {

states by a formul’a combining population and per capita income. It

'uses an allotment ratio to adjust population shares for per capita

income differences. 1In the Rehabilitation Act formula, the per,
3 ) A N . . .
capita income amounts are squared. This has the effect of

exaggerating the distribution of funds t‘gward low income states.

-
.

The rationale fors the équared ratio is that vocational
. )

M »

rehabilitatiél:\ services and education for the handicapped are

especialfy criticall in an economicalli‘r underdeveloped area.
TableA‘S_.Z‘s'how\s the.distributi.;)n of fund.s among states pér

millio‘p dollars of total funds available. Thg effect of r'expoving

the income adjustméng is also shown for each state. Again the data

reveal that elimination of the income adjustment is not a pure

Frostbelt versus Sunbelt issue. In the Frostbelt Mainé, Vermont,
. . q -

. R -

Ohio, and Indiana would lose funds if thé income adjustment were

gliminate:l. In‘the Sunbelt Mapr’yland, Viréinia, Texas, and

S ° - -

California wou~ld*‘gai_n'fu‘nds by elimination of the income
yadjustment. © . . : .. \

T ’ The Public Ifbrary Services program pi’o,v'iclgs funds for ;

> -

L
. “operating library services and programs, especially to inade?uately

) . e
’ . . .
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TABLE 5.2 )
b4 a
DISTRIBUTION OF REHABILITATION ACT BASIC SUPPORT PROGRAM
GRANTS TO STATES PER MILLION DOLLARS OF PROGRAMS FUNDS
(BASED ON 1980 POPULATION AND INCOME DATA)
E .
With Income Without Income
State Adjustment Adjustment .
J)
New England '
Maine $ 6,000 $ 5,000
New Hampshire ‘' 4,000 4,000
Vermont 3,000 2,000 N N
Massachusetts 21,000 . 25,000
Rhode Island " 4,000t 4,000
Connecticut 9,000 14,000
Middle Atlantic - . ’
New York 64,000 78,000 .
. New Jersey ¢ 22,000 33,000
Pennsylvania 52,000 53,000
East North Central ' - ) '
4 ohio 50,000 " - 48,000
Indiana 26,000 24,000 1\
Illinois ,35,000 ° - , 50,000 e
Michigan 36,000 : : 41,000 *
. Wisconsin 21,000° 21,000
West North Central . s ,
+" Minnesota ) 17,000 ) 18,000 ARE
Iowa 13,000 4 . . 13,000 ‘
Missouri . + 23,000 T ) 28,000.. «
- North Dakota - 3,000 3,000 . « .
South Dakota 4,000 ) 3,000
Nebraska ©7,000 _ . 7,000
Kansas : 9,000 - ) 10,7000 .. .
Middle -Atlantié ‘
Delaware 2,000, N "t 3,000
Maryland - 15,000 19,000 Lt
*Virginia 23,000 . . 23,000 .
West Virginia *11,000 3 ; . . 95000 -
North- Dakota 33,000 © - X % 26,000
South Dakota 18,000 <, 14,000 *
" Georgia ° * 730,000 "24,000 :
. Florida-, " . 45,0000 . 43,000
) -~ ) N c 5t .
' . 7 . e, . . .‘.‘ * . >
. . _
] . 64 76 . . -
e . . . C .
. ALY . B roe s e N .
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TABLE 5.2 CONTINUED

¢ .
. b ~ . ' .
IR B S
With Income Without Ir;come
State Adjustment ] : - Adjustment
[ - Ay i
East South Cent;:al
"" Kentucky $21,000 $16,000
Tennessee 26,000 20,000
Alabama” 23,000 . 17,000
Mississippi 16,000 ° i 11,000
West South Central n" i )
Arkansas ('« -14,000 — 10,000
> Louisiana 22,000 - T~ 19,000
Oklahoma ' 14,000 . 13,000
Texas ‘ . 59,000 63,000
. " Mountain, . . _
- Montana -~ 4,000 3,000
Idaho 5,000 4,000
Wyoming- 1,000 . . -2,000
Colorado 11,000 ‘ 13,000
New Mexico ~ 7,000 6,000
Arizona {\ 14,000 . . 12,000 .
‘. Utah . 9,000 ) 6,000
. . Nevada ~ 7,000 4,000
Pacific, . .
Washington 14,000 S . 18,000 .
. . Oregon 11,000 12,000
) california 68,000 > . 100,000
) Alaska s 1,000 o’ 2,000
_  Hawaii 4,000 - 4,000

Provided by ERIC.
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served areas and special populations.33 In 1980 funds available

* <

for the program totalled $62 million. ) e
) \“O : \ .
The basic grants are distributed on the basis of total

-

population, but accepténce of the grant obligates the state to

provide matching quds. The.computation is similar to the
. *

computation of the Vocational Education Grant allotment ‘ratio.

Table 5.3 shows matching requirements for each state based n 1980
-] v,

LY

per capita income. No state may have a matching requirement more

. , .
than 0.67 nor less than 0.33. Elimination of income considerations

-~

from grant formulae would remove, the differénces in state matching

requireements, for the Public Library Services program. Ever} state

.
.

would be required to match the federal grant at the 50% rate.

[ * e
Under the existing formula every region but one includes some

states with less than 50% as a matching requirement and some states

with more than 50% ds a matching requirement. Only the four-.states
of the East South Central region are uniformly below 50%.
\ L]
As with the two other programs, elimination of the pergoghita
#

income consideration from, distribution of funds for Public Library

Serviceg is not a pure issue of Frostbelt versus Sunbelt.

Elimination of the income factor would hurt more Frostbelt states
N . - *

than it would help. States in every region of th'country bBenefit

from con%idetaﬁioqggf per capita income in these funding formulae.

" , ) . : ~ ew &

The regional tatals irfi data presentations tend to obscure the
. 3 . 2 ! ., s “e )

important variations in level of egonomic development among the

. .

*




TABLE 5.3

<
L3

INCOME~DERIVED MATCHING REQUIREMENTS-
FOR LIBRARY SERVICES ACT

GRANTS T0 STATES
(based on 1980 data)

e

" ,New England / East South Central
Maine 41% Kentucky 41%
New Hampshire . 47% ¢ Tennessee 41%
' Vermont ., 41% Alabama 40%
Massachusetts’ * 53% - Mississippi 40%
Rhode Island 49% West South Central
Connecticut 60% - Arkansas 40%
Middle Atlantic b Louisiana 44%
Naw York 53% Oklahoma 48%
New Jersey . 57% quag 50%
Pennsylvania 49% Mouritain
East -North Central . Montana hl 44%
Ohio . . 49% Idaho 43%
Indiana 47% wyomiﬁg 56%
Illinois 56% Colorado 52%
L »\ Michigan 52% New Mexico, - 42%
‘Wisconsin 49% _*Arizona 45% .
West North Central . Utah . 39%
Minnesota -° 50% +Nevada 55%
ona: 48%,. Pacific
, Migsouri 47% Washington . 55%
_North Dakota 45% *  Oregon 49%
> South Dakota 40% california 57%
Nebraska ) . 47%° Alaska 60%
Kansas : ‘52% Hawali 51%
» Middle ‘Atlantic.
*  Delaware R 54% ‘
Maryland 54% | = ; =,
Virginia 50% ! .
. West Virginia 41% i .
North Carolina 41% j . L
Soutb Carolina, 40% |
‘Georgia 42% /
Florida 47% [ .

X é!} '.]IIi

5, -
. .
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states of each region. The issue of inclu%xg per capita income

’ )
considerations in education funding formulae éis an issue that
. . transcen% regions. .The real issue ié whether or not we wish to ‘
use education funding.as a policy tool técrespond‘tc.) the neéds of
] 3 . ;
the lowe{: income states in évery ‘region.\ ‘
N ) .
The proponents of elimination c;fi\income adjustments from .
federal funds distribution formulae .havq atte‘mp_tec: 'tEJ cast the -

Ll

, argument in terms of a Frostbelt versus _Sunbelt c0nf1ic§. This
&

- ’ paper has shown that each element of ghe formula revision argument

* is based .on myth. The idea of a massive population migration into
AN

. ’

the Sunbelt was shown to be a myth. which overlooked 'th\e positive

-

. ; . . . ‘ £
population g_r._'p/wth in almos;t every state and the smaldl degree of

shif#- in relative populat'ion distribution® The idea of ecorfolmic

B} . : .
- i " °
* decline in the North coupled with widespread prosperity in. the

gouth was shown to be a myth which overlooked gainé ‘in per capita

EN ., "

income and emp{{.dygent in every state and which .ignored the’
- N ¥ .

. ¥ ~ J n
contimued deficiency of per capita income levels ih the Squth. "".’l‘TiE'{
@ - d‘

.
-
3

iﬁe'a of a pro-sunbelt distribution of federal spending was shown to
\ . . . . n'v - . . . ;\ Y

be a'myth which was’ based on misihterpretaftion. of spending dnd tax
. ' " T ’ . oL l .
collection data. Finally, the idea that elimination' of income .

- adjustments from fuﬁding'would simply transfer [funds from Sunbelt .
.. ) . . L) B 3

. states :to FroStbelt statés has been shown to be a myth which

. a R - -

. . + . - “& . L]
ignores the, numefous States in everysregion which would lose funds’ ,j?,
- . - [ . “ ’ :

' B / » ! PRERY i * :
. by formula revision. \ ) ¢ :

-
<
g
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¢ " ¥ Per capita ome consideratioms” were included in the formulae s

3 * o . . L ¢ ‘ '

for education g';'arft distribution originally because the relative
'Y .

i % PN . .
poverty statug of sbme states was relevant to the educational goals
L s a w ot . .

\ of the program. Educatibn opportpﬁity is an important vehicle for

ot
- . >
promoting economic development of the relatively poor areas of the
“ R . . ® o - . .
nation. While the income gap between the rich and poor states is
- ‘.
o * . ° M . N " -
narrower than in the past, it i.s still present and it is
- o . i , .
significant. As long as that dap persistyg, there is no basis for -
. - . ’
v remaving per capita ircome from the formulae. -
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Joel Havemann and Rochelle L. Stanfieldy "Neutral Federal Policies

Journal ) vol. 13 (February 7, 1981) no. 6, pp. 233 236.~ '
& 2 . ¢ \ N b‘
/ "The So'uthKToday," Time Magazine; vol. 108, September 27,
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Business Week, May 17, 1976, pp. 92=114.
R ° v . N
) 3Joe1 Havemann and Rochelle L. Stanfield, "Federal Spending:
The North's Loss Is‘'the Sunbelt's Gain," p. 8744
. / ' - s [ »
. i 4A .good balanced analysis is provided in C: @usenius and
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(ihallenge and Nerthern Economic .Decline," (Washington:  United
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° » .

.
e

.

5
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1976, pp.« 92"’114. LA -
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6 . o .
8. United States .Bur&au of the Cen&i‘;s, "198Q Census, of
Population: Supplementary’ Reports," Series Pcgo-s1, No. 1. =

5
- B

is ,that it includes Delaware and Maryland among the South Atlantic
states. Economic relatiynships would &ictate mcludlng Delaw{re

‘and Maryland in fhe Middle” Atlantic group to cover the entire New'

York/W'ashlngtq,n economic ‘corridor- in one region. o ! .
« » »: .

5 -
N

8 . ) .
Jusenius and Dedebur,.-op. cit., -pps 4-6.
A 1 . . . el
9 . * : B
Ibido‘, P. 6. .' - e
10 N - ‘ ' ,
Computations“*are based ‘on data in Table 2.3. '°
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&7

Joel Haven)ann and Rochelle L. Stan,fleld, "Federal Spend:.ng-
The North's Loss Is the Sunbelt's ‘Gajn,” p. 874, *®

e .

Are Reduc:.ng Frostbelt-Sunbelt Spending Imbalances," Natlo.nal

7 . ? el
A drawback of the census regional classification of 'states

1 -« R ) . >
. See for example Joel Havemann and Rochelle L. Sta}field,v

National Journal, vol.-8 (June 26, 1976) no. 36, pp. 874-891; ahd .
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o 81"25' May 1981, po 5. -

Q@ e . . 16 .®

.

. Yipide,.pp. 6-7.
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. The inflat'ion of prices over the 1978-79 period was 101%,
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- Bureau%f the Census, StatistlcaL Abstract of the United States:
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