
THE SOUTH’S SHARE 
OF THE FEDERAL PIE

by William D. Tool

The Sunbelt had caught the public's fancy 
even before Jimmy Carter's rise to prominence. 
Economists, too, have joined the throng of 
curious investigators to see just what's going 
on there. Facts show that this region, stretch
ing from Atlantic to Pacific, has paced the 
nation's growth for the last 15 years. As a re
sult, the South, which is a sizable part of the 
Sunbelt, no longer holds the distinction of 
being the number one economic problem of 
the United States.

There are many hypotheses offered for the 
Sunbelt's growth surge, but one of the most 
often cited is that the alleged net inflow of 
federal funds has spurred an economic boom. 
Take the following quote from the popular 
book, Power Shift, as an example:

“ Thus it can be said that the basis for the 
Southern Rim's sweeping economic develop
ment— the cement under the pillars, if you 
will— is the huge federal treasury, a source 
of capital unlike that of any known previous
ly in the world ."1
The Sixth Federal Reserve District, comprised 

of all or parts of Alabama, Florida, Georgia,

’ Kirkpatrick Sale, Power Shift, (New York: Random House, 1975)

Louisiana, Mississippi and Tennessee, lies in the 
southeastern corner of the Sunbelt, and rapid 
economic growth has been a characteristic 
here, too, over the past 15 to 20 years. This 
study concentrates on the Sixth District and 
explores the importance of federal government 
spending there. The basic question we ask is 
"Do Sixth District states receive more or less 
than their share of federal government ex
penditures?"

The basic data we used come from special 
tabulations of federal government outlays by 
states developed by the Community Services 
Administration of the Executive Office of the 
President.2 Several warnings are necessary 
about these data. They are not uniformly ad
justed to measure the incidence of the ex
penditure; in other words, these data do not 
always reflect the place where the final eco
nomic impact of the federal government 
spending occurs. A notable example is the 
subcontracting of federal projects by the major 
prime contract recipient. Also, these data are

^Federal Outlays in Summary, 1973, 1974, 1975, and 1976, Executive 
Office of the President, Community Service Administration and 
Office of Economic Opportunity.
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*Per $1 of Per Capita Federal Government Outlays and Taxes 
Fiscal Year 1974 Per Capita

Tax Payments

Source: Office of Economic Opportunity, 
National Tax Foundation

not, in every case, “ hard." That is, in some 
cases, outlays have been allocated to states and 
regions by some subjective standard when ac
tual outlays by states or regions were unavail
able. But, while the data must be used cau
tiously, they do provide a relatively clear in
dication of the geographic dispersion of federal 
funds.

Chart 1 compares the federal taxes paid by 
the average resident of Sixth District states 
in fiscal year 1974 and what he or she received 
back in federal expenditures with payments and 
receipts of the average U. S. citizen.8 The 
average resident of each District state except 
Florida paid out less in federal taxes than he 
received back in federal expenditures. This 
resulted in a net inflow of federal funds, or a 
net surplus for these five Sixth District states. 
This pattern of net surpluses is also characteris
tic of most other Sunbelt states. Thus, there is 
a net inflow of federal budget dollars into the
^Fiscal year 1974 was used here instead of more recent years 
because it was the latest fiscal year for which tax burden data were 
available.

Sunbelt and, more specifically, into the Sixth 
District states. The Sunbelt economies, ap
parently, are on a net basis benefiting from the 
federal treasury, a finding that is not at all 
surprising or unexpected. With a progressive 
federal personal income tax and lower-than- 
national per capita incomes in Sixth District 
states, per capita federal tax payments would 
necessarily be lower than in other parts of the 
country.4 So it is the tax side, then, that makes 
the Sixth District states net gainers of federal 
funds. This, however, is an automatic means of 
distributing federal funds and is not discre
tionary, as some analysts of the Sunbelt econ
omy imply.

Tax payments aside, what about federal 
spending in Sixth District states? Flow large are 
these expenditures? Do these states get their 
share of these outlays? After all, it is the ex
penditures side of the federal budget where 
the discretionary decisions on geographic dis-

JThe correlation between state per capita personal income and per 
capita federal tax receipts is very high (.98).
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TABLE 1
Federal Government Expenditures*

Fiscal Years
1976 1975 1974 1973

Alabama $5.5 $5.1 $4.4 $3.9
Florida 13.0 11.7 9.5 8.4
Georgia 7.2 7.0 5.6 5.2
Louisiana 4.9 4.8 3.9 3.5
Mississippi 4.1 3.9 3.7 2.7
Tennessee 6.7 5.6 4.8 4.3
U. S. 358.9 326.7 281.5 260.6

Percent of Total Federal
Government Expenditures

Alabama 1.5 1.5 1.5 1:4
Florida 3.6 3.5 3.3 3.2
Georgia 2.0 2.1 1.9 1.9
Louisiana 1.3 1.4 1.3 1.3
Mississippi 1.1 1.1 1.3 1.0
Tennessee 1.8 1.7 1.7 1.6

*The data reported here are slightly less than reported in
the U. S. budget itself.
Source: Community Services Administration

V_________________________J
persion of federal funds are made. Table 1 
shows the approximate size of federal expendi
tures, in each of the Sixth District states for 
fiscal years 1973 through 1976, both absolutely 
and as a share of total federal expenditures. No 
District state earns over four percent of U. S. 
government expenditures, and except for 
Florida, the shares are generally two percent or 
less. These percentages have remained fairly 
steady in recent years.

Per Capita Expenditures. One question 
immediately arises — "how do we define 
a state's fair share of federal expendi
tures?" The simplest measure is to adjust fed
eral outlays by a state's or region's population.
In other words, we will consider federal expen
ditures on a per capita basis. If these per capita 
figures are below the national average, we will 
say that the state does not receive its share. This 
method may be somewhat biased since the 
national average includes the extremely high 
level of per capita federal expenditures oc
curring in the District of Columbia. Conse
quently, we also rank each of the U. S. states 
by per capita outlays to examine where in the 
hierarchy of states the Sixth District states lie.

Table 2 shows location quotients of per 
capita outlays for the fiscal years 1973-1976 for 
each of the Sixth District states. These location 
quotients measure the per capita federal ex
penditures in a state relative to per capita fed
eral expenditures for the entire nation. A loca-

TABLE 2
Location Quotients

Per Capita Federal Government Outlays 
Fiscal Years Average

1976 1975 1974 1973 1973-76
Alabama .898 .913 .896 .895 .900
Florida .925 .927 .881 .874 .902
Georgia .876 .934 .861 .876 .887
Louisiana .767 .824 .780 .755 .781
Mississippi 1.033 1.078 1.183 .954 1.062
Tennessee .943 .867 .858 .851 .880

Federal Outlays Per$1 of Personal Income
Alabama 1.142 1.175 1.175 1.166 1.164
Florida .973 .954 .890 .886 .926
Georgia 1.009 1.078 .983 .996 1.016
Louisiana .923 1.001 .976 .960 .965
Mississippi .149 1.540 1.671 1.352 1.438
Tennessee 1.136 1.046 1.035 1.031 1.062

tion quotient of less than one indicates that per 
capita expenditures are below the national 
average. In other words, based on its popula
tion size, that state is not getting its share of 
federal disbursements. The table indicates that 
in each of the past four fiscal years the average 
resident of each District state except Mississippi 
received an amount well below the national 
average of federal expenditures. Mississippi's 
quotient was above one in fiscal 1974,
1975 and 1976. But in 1973, per capita 
federal expenditures in Mississippi also fell 
below the U. S. average. According to this 
measure, five of the Sixth District States are 
not receiving their share of federal funds 
from the more discretionary expenditure 
side of the federal budget.

Federal Expenditures and State Personal In
come. Another measure of the impact of 
federal expenditures on a state is the relation
ship of this spending to personal income. The 
bottom portion of Table 2 compares federal 
outlays per one dollar of state personal income. 
By this measure, only Mississippi has a location 
quotient substantially above one. Alabama and 
Tennessee also show federal outlays per dollar 
of state personal income slightly above the na
tional average. This comparison shows four of 
the six Sixth District states in fiscal years 1973 
through 1976 on average received their share 
or more than their share of federal expendi
tures. The discrepancy between the per capita 
and personal income measures of federal out
lays stems from the South's lower per capita 
incomes, particularly in Sixth District states.
Per capita incomes range from 68.5 percent of
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U. S. per capita income in Mississippi to 95.5 
percent in Florida. Because of lower per capita 
incomes, this second measure of federal ex
penditures gives a biased view of the shares 
going to District states. It shows that Alabama, 
Georgia and Tennessee are receiving their 
shares of federal outlays when, on a per capita 
basis, they are not.5

State Rankings. Another way of looking at the 
dispersion of federal government expenditures 
is to examine the rankings of per capita spend
ing for the fifty states and the District of Co
lumbia, as Table 3 shows. Only one Sunbelt 
state is among the top 10 states in this listing— 
New Mexico. On the other hand, and not sur
prisingly, the District of Columbia and the 
neighboring states of Maryland and Virginia 
rank in the top 10. New York and Connecticut, 
as well as the outliers, Hawaii and Alaska, also 
are in this group. None of the Sixth District 
states rank in the top 10 in per capita federal 
government expenditures. But Mississippi 
comes the closest, ranking 15th over fiscal years 
1973 through 1976. The other five District states 
ranked in the lower half of states. Louisiana was 
lowest of the District states, finishing 45th. 
These state rankings of per capita federal out
lays again confirm that Sixth District states, 
with the exception of Mississippi, are missing 
out on their share (based on population) of 
federal expenditures. The Midwestern states 
apparently received the smallest per capita 
federal government outlays.

Just why do Sixth District states receive less 
than the national average in per capita federal 
expenditures? Certainly, we would not expect

'The extent of federal outlays or expenditures in a state, of course, 
does not necessarily coincide with the extent of federal government 
employment or federal government wage and salary income in a 
state. Federal outlays for salaries of government employees are only 
a fraction of total federal outlays (about 17 percent); a much larger 
portion of expenditures is not related at all to federal government 
employment (e.g ., government purchases, transfer payments, 
grants-in-aid to state and local governments, and interest on the 
public debt). Therefore, looking at federal employment and income 
by states gives an incomplete picture of the impact of the federal 
government sector on a region or state. For example, federal 
government employment per capita is higher than the national 
average in Alabama, Georgia and Tennessee. Per capita federal 
wage and salary income is above the national average in Alabama 
and Georgia. But none of these three states received the national 
average in per capita federal government expenditures, according 
to Table 2. Also, M ississippi, which does receive above the national 
average in per capita federal expenditures, does not have (on a 
per capita basis) its share of federal employment or wage and salary 
income. It is apparent that the federal government expenditures 
data give us a much broader measure of the impact of the federal 
sector on regions and states than does federal employment or 
income information. Furthermore, this more inclusive measure 
does not indicate the same impact of the federal sector on regions 
and states since much of federal government outlays is not 
connected with federal employment and salaries.

TABLE 3
Ranking of Per Capita Federal Expenditures by State 

(Average Fiscal Years 1973-76)

1. District of Columbia $13,563
2. Alaska 3,678
3. Hawaii 2,260
4. New York 1,958
5. New Mexico 1,942
6. Maryland 1,842
7. Washington 1,834
8. Virginia 1,785
9* Wyoming 1,784

10. Connecticut 1,674
11. North Dakota 1,667
12. California 1,657
13. Colorado 1,624
14. Missouri 1,562

*15. Mississippi 1,548
16. Utah 1,536
17. Arizona 1,530
18. New Jersey 1,521
19. Montana 1,508
20. Nevada 1,501
21. South Dakota 1,459
22. Massachusetts 1,440
23. Oklahoma 1,435
24. Kansas 1,355
25. Rhode Island 1,332
26. Idaho 1,321

*27. Alabama 1,319
*28. Florida 1,317
29. New Hampshire 1,303

*30. Georgia 1,293
31. Kentucky 1,291

*32. Tennessee 1,287
33. Texas 1,284
34. Vermont 1,265
35. Maine 1,252
36. South Carolina 1,220
37. Oregon 1,220
38. Pennsylvania 1,218
39. Nebraska 1,212
40. West Virginia 1,210
41. Arkansas 1,197
42. Delaware 1,172
43. Illinois 1,171
44. Minnesota 1,145

*45. Louisiana 1,140
46. North Carolina 1,092
47. Iowa 1,057
48. Ohio 1,005
49. Indiana 1,000
50. Michigan 975
51. Wisconsin 959

Source: Community Services Administration 
*Sixth District states

them to rank with the District of Columbia and 
surrounding states. The states of Hawaii and 
Alaska also would be expected to have large 
per capita spending ratios because of the ex
tensive federal and defense installations there. 
But it is surprising that five of the six District 
states are in the bottom half of states by the 
above measure. After all, the Southeast contains 
a larger-than-average number of military bases 
and is the center of the nation's aerospace
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TABLE 4

Location Quotients of Per Capita Federal Outlays by Departments and Selected Agencies
(Average Fiscal Years 1972-75)

DEPARTMENTS

Total Agri.
Com

merce
De

fense HEW HUD
In

terior
Jus
tice Labor State Trans. Treas.

Alabama .908 1.027 .646 .935 .946 1.118 .288 .745 .704 .015 .982 .404
Florida .906 .486 .439 .951 1.129 .720 .188 .958 .526 .112 .818 .369
Georgia .900 1.263 .338 1.119 .850 1.194 .308 1.071 .696 .024 1,268 .467
Louisiana .774 1.248 3.345 .724 .831 .642 .244 .875 .824 .009 .986 .477
Mississippi 1.062 2.150 1.307 1.466 1.061 .729 .528 .601 .789 .004 .704 .536
Tennessee .864 1.536 .293 .520 .841 .970 .214 .515 .678 .007 .760 .467

AGENCIES

Inter-
nat’l
Dev.

Atom.
Energy*

Civil
Ser.

OEO
&

CSA EPA
Gen’l
Ser. NASA

Post’l
Ser.**

RR
Retire.
Board TVA VA

Alabama .553 .001 .787 .935 .313 .590 4.091 .677 .865 5.452 1.124
Florida .274 .230 1.316 .551 .670 .236 2.214 .799 1.140 .019 1.170
Georgia .351 .016 .727 1.185 .975 1.049 .072 .832 .833 2.049 1.008
Louisiana 1.643 .005 .414 .981 .350 .345 .926 .683 .736 .343 .958
Mississippi .594 .002 .559 1.506 .328 .426 .429 .641 .820 .365 1.061
Tennessee .521 6.518 .479 .824 .681 .392 .031 .848 1.041 15.656 1.079

♦Average of 1972, 1973, and 1974 
**Average of 1973, 1974, and 1975

Code: HEW— Health, Education, and Welfare 
HUD— Housing, Urban Development 
OEO— Office of Economic Opportunity 
CSA— Community Services Administration 
EPA— Environmental Protection Agency 
NASA— National Aeronautics and Space Administration 
TVA— Tennessee Valley Authority 
VA— Veterans Administration

Source: Community Services Administration

program. This may be the chief reason writers 
concerned with regional growth and the Sun
belt economy continue to point out the im
portance of the federal government in this 
surge. But, at least on the expenditure side, our 
findings suggest that this is a misconception.

Federal Expenditures by Departments and 
Agencies. We can draw some general conclu
sions about why five of the six Sixth District 
states receive less than the national average in 
per capita federal expenditures and why Missis
sippi receives above the national average by 
examining individual federal department and 
agencies spending. Table 4 gives location 
quotients of per capita outlays (average of fiscal 
years 1972-75) for 11 major federal depart
ments and for 11 of the 36 major federal 
agencies.6

The three federal departments spending far

"More detailed information and location quotients for each of 
the fiscal years 1972-75 are available from the author upon request.

below the national average per capita levels in 
Sixth District states are the Departments of 
State, Interior, and Treasury, ranking last, 
seventh and second, respectively, in terms of 
their overall importance in expenditures 
of the 11 departments in the U. S. budget.
Most of the State Department's functions take 
place in the Washington, D. C., area, so spend
ing by this department in Sixth District states is 
generally a very small fraction (about one 
percent in each District state except Florida) of 
the national per capita average. Per capita 
spending by the Interior Department in Sixth 
District states ranges from about 20 to 50 per
cent of the national average. Much of what this 
department spends goes for the open areas 
and national lands in the West. The second 
largest federal department, the U. S. Treasury, 
spends, on a per capita basis, approximately 
35 to 55 percent of the national average in this 
District's states. The largest single expenditure
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of this department goes toward interest on the 
public debt. As may be expected, most of these 
monies go initially to financial centers, New 
York in particular. In fiscal 1975, approximate
ly one-half of the $21.5 billion in interest pay
ments of the federal debt was recorded as paid 
initially in New York State. Much of this 
amount probably was quickly dispersed from 
these financial centers. However, these federal 
outlays data measure only the initial location 
of the federal monies. As such, this may over
state the impact of the federal treasury and fed
eral government in general on New York State 
and understate it for other areas. However, re
moving Treasury Department outlays from 
total federal expenditures only slightly im
proves Sixth District states' rankings. But re
moval of treasury expenditures does drop New 
York State from the fourth largest recipient of 
per capita federal government expenditures 
to the 25th position.

The more people-oriented departments, 
Labor, Health, Education and Welfare, and 
Housing and Urban Development, also general
ly spend less per capita in Sixth District states 
than they do nationally on average. Table 4 
shows that the Labor Department, the sixth 
largest federal department in dollar outlays, 
spends on a per capita basis well below the na
tional average in each District state. Expendi
tures by the mammoth Health, Education and 
Welfare, the federal government's largest de
partment, are below the national average (per 
capita) in four of the six District states. How
ever, they are slightly above national average 
levels in Florida and Mississippi. Per capita 
spending by HUD (the eighth largest gov
ernment department) is well below the na
tional average in Florida, Louisiana and Missis
sippi, slightly below in Tennessee but some
what above the national average in Alabama 
and Georgia.

Per capita spending by the Department of 
justice (10th largest), Transportation (fifth) 
and Commerce (ninth), shows considerable 
variation among Sixth District states, but in 
general, these states receive slightly less per 
capita from these departments. The Transpor
tation Department's per capita expenditures 
are above the national average in only one 
Sixth District state, Georgia. This reflects work 
on the state's interstate highway system, as well 
as construction of a rapid transit system in At

lanta. Four of the six District states receive far 
less than the national average in per capita out
lays from the Commerce Department. How
ever, as Table 4 shows, in Louisiana this de
partment spends considerable sums of money 
on subsidies for ship construction and opera
tion. In Mississippi, the Commerce Depart
ment's Economic Development Administration 
(EDA) and National Oceanic and Atmospheric 
Administration maintain sizable programs.

While we think of the Southeast as a center 
of government defense spending, four of the 
Sixth District states actually receive below the 
national average in per capita expenditures 
from the Defense Department, the second larg
est federal department in terms of money 
spent. Louisiana and Tennessee are way below 
the national average in this regard. Only Geor
gia and Mississippi among District states rank 
above the national average in per capita ex
penditures from this department.

Sixth District states are most favored by the 
Department of Agriculture (the fourth largest 
department). Only Florida receives less than the 
national average in per capita expenditures 
from it. Several federal subsidy programs 
relate specifically to crops grown in the Dis
trict, such as cotton and peanuts. Per capita 
spending by the Agriculture Department is 
especially large in Mississippi (over twice the 
national average) and is a major reason why 
that state is the only Sixth District state where 
total per capita federal expenditures are above 
the national average.

None of the 11 federal agencies shown in 
Table 4 (the larger agencies in terms of total 
outlays) appear to spend significantly more per 
capita in Sixth District states than they do 
nationally. Only the Veterans Administration, 
the largest of these agencies in terms of money 
spent, allocates slightly more per capita than 
the national average in most District states.
The VA's spending is spread quite evenly across 
most states of the nation. Disbursements by 
other agencies vary considerably from one Dis
trict state to another. Naturally, spending by 
the Tennessee Valley Authority is centered in 
Tennessee (about one-fourth of the authority's 
nearly $2-billion disbursement), but Alabama 
and Georgia also receive large shares of TVA 
money. Tennessee, the home of Oak Ridge 
Laboratories, is the only Sixth District state 
to receive a large share of money spent by the
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Atomic Energy Commission. Spending by the 
National Aeronautics and Space Administration 
(NASA) is, on a per capita basis, well above the 
national average in only two District states, 
Alabama and Florida, and approximately 
matches the national average in Louisiana.
These three states each have large aerospace 
complexes. Greater-than-national average per 
capita outlays in Florida by the Civil Service 
Commission, the third largest agency, and the 
Railroad Retirement Board, stem from the large 
number of retirees in that state. Per capita ex
penditures by the Postal Service, the second 
largest federal agency in terms of expenditures, 
fall well below the national average in each 
Sixth District state.

In general, we find that per capita spending 
by the various departments and agencies of the 
federal government varies considerably among 
Sixth District states. However, only Mississippi 
captures enough federal dollars from the 
Departments of Agriculture, Commerce, and 
Defense to obtain total per capita federal 
spending above the national average.

Growth in Federal Expenditures Among the 
States. Another measure of the importance of 
federal expenditures in states is the growth of 
these outlays. In other words, even if spending 
is below national levels in Sixth District states, 
the growth of these amounts may have helped 
spark the region's rapid economic advance. 
Unfortunately, there are little consistent past 
data to examine the long-term growth in 
federal outlays. Table 5 shows percent changes 
in some data (roughly adjusted for definitional 
and conceptual differences) on both a total 
and per capita basis, covering fiscal years 1968 
to 1975. It is clear, based on these statistics, 
that the growth in federal expenditures was not 
consistently above the national average growth 
in the Sixth District states. Only in Florida and 
Mississippi did total federal outlays outpace 
the national average percentage gains. (On a 
per capita basis, growth in federal outlays was 
above the national average in Alabama, Florida 
and Mississippi). The growth in federal outlays 
(either total or per capita) was lowest in Geor
gia among the Sixth District states. In fact, in 
fiscal year 1968, per capita federal spending 
was 14 percent above the national average in 
Georgia, but by fiscal year 1973 it had shrunk 
to slightly over six below  the national average 
because of its much slower growth in the state.

Summary and Conclusion. The basic

\

TABLE 5

Percent Change in Federal Government Outlays 
(Fiscal Years 1968-1975)

Total Per Capita
(percent change) (percent change)

Alabama 92.7% 83.1%
Florida 143.5 84.7
Georgia 84.6 65.6
Louisiana 77.1 68.8
Mississippi 130.7 116.7
Tennessee 94.0 78.5
U. S. 94.4 79.6
Source: Unpublished data provided by Lillian Rymaronicz 

of the Library of Congress, Congressional Re
search Service

V______________________ J
conclusion of this study is at odds with 
much of today's popular conception of the 
Sunbelt's economy. While on a net basis, 
five of the six District states do receive more 
from the federal treasury than they pay in, this 
is simply the result of lower per capita incomes 
in the District and, therefore, lower-than-na- 
tional per capita tax payments. On the discre- 
tionary-spending side, we find that five of the 
six Sixth District states receive less than their 
share of federal spending (based on popula
tion). We find that only the U. S. Department of 
Agriculture consistently spends more on a per 
capita basis in the District than it does nation
ally. When we examined the growth in federal 
expenditures, once again we could find no 
clear-cut proof that the rise in federal expendi
tures has been centered at all in Sixth District 
states.

The picture we draw from this analysis runs 
counter to current explanations of the Sunbelt's 
economy. At least for the Sixth Federal Reserve 
District, there is no "Second War Between the 
States" over the U. S. Treasury's sources of 
funds.7 It would be incorrect to conclude that 
political power has drawn into this District dis
proportionately large sums of federal monies. 
Rather, the economic boom of the Sunbelt, par
ticularly the Sixth Federal Reserve District, is 
a result of natural forces at work there— the 
abundance of resources and the growth of 
regional markets. ■

7"The Second War Between the States," Business W eek, May 17, 
1976, pp. 92-95.
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