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State Government 
Expenditures, 

1950-62

The financial activities of State governments exert 
a continuing and substantial influence on the 
economy. States daily perform many governmental 
functions for individuals and business units and also 
assist in financing many of the functions of local gov
ernments. Total State expenditures are currently 
running close to $40 billion, or over three fourths of 
Federal expenditures exclusive of national defense. 
Further, State expenditures have been increasing 
steadily and somewhat more rapidly than Federal 
outlays; the total increase from 1950 to 1962 was 
170% for States and 122% for the Federal Gov
ernment.

This is a brief look at State expenditures. Con
sideration is limited to general expenditures, which 
exclude the spendings of business-type enterprises 
(such as utilities and liquor stores) and of insurance- 
trust operations (such as retirement system s). The 
analysis covers the 12-year period 1950-1962, which 
is perhaps representative of the whole postwar period. 
A ll data are from the Governments Division of the 
U. S. Bureau of the Census and are for fiscal years, 
which usually end on June 30. Special attention is 
given to the States of the Fifth Federal Reserve Dis
trict, omitting the District of Columbia since it is 
not in any State. F igures for A laska are included 
beginning in 1959 and for Hawaii beginning in 1960. 
No adjustments were made for the introduction of 
these two units because their totals were not large 
enough to affect appreciably the trends or the con
clusions given below.

Total Expenditures S ta rt in g  from $11.6 b illion 
in 1950, general expenditures of all State govern
ments by 1962 had reached nearly $31.3 billion. This 
was an increase of 170%, or an average annual in
crement of 8.9% . During the same period GNP rose 
about 95% , or at an annual rate of 5.1%. The in
crease in expenditures was fa irly evenly spread over 
the period except that the rise was quite slow during 
the Korean W ar.

In 1950 State expenditures ranged from a low of 
$21.5 million in Nevada to a high of $1,375 million 
in New York. California was second highest and 
was the only other State with spendings above $1 
billion. At the other extreme, there were 15 States 
with totals below $100 million.

By 1962 the range was from a low of $92.8 million 
to a high of $3,705 million. Nevada was still the 
low State and only two others were below the $100 
million mark— New Hampshire and Vermont. Cali
fornia was top State and was joined by six others 
in the billion-dollar class—-Illinois, Michigan, New 
York, Ohio, Pennsylvania, and Texas.

Total expenditures for the five States of the Fifth 
District rose from $962 million in 1950 to $2,574 
million in 1962. This was an increase of 168%— 
almost the same as for all States. The range in the 
District was much smaller than in the nation largely 
because the Fifth District States are more nearly uni
form in size, population, and income. The District 
range in 1950 was from $130.8 million in South 
Carolina to $303.6 million in North Carolina. From 
1950 to 1962 North Carolina had the second lowest 
rate of increase, 145%, but nevertheless retained top
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TOTAL STATE GOVERNMENT EXPENDITURES

position with total spendings of $745.2 million in
1962. W est V irg in ia had the lowest rate of increase, 
114%, and displaced South Carolina as low State 
with a total of $320.4 million. M aryland recorded 
the largest relative growth, 215% , but still finished 
in third position with $572.1 million, close behind 
V irg in ia ’s $591.3 million.

Not all the expenditures were made directly by the 
S ta te s ; a substantial amount was paid out as grants 
or subsidies to local governments. For the country 
as a whole, such aid rose from $4.0 billion in 1950 
to $10.9 billion in 1962. In each year the amount 
was slightly more than a third of total expenditures. 
Expenditures for schools, welfare, and highways ac
counted for over 80% of all State aid. In the Fifth 
District States the story was much the same except 
that State aid payments grew more rapidly than the 
total, rising from $331 million in 1950 to $936 million 
in 1962. As a result of this 181% gain, aid pay
ments rose from 34.5% of total expenditures in 1950 
to 37.4% in 1962.

Reflecting larger increases in spending than in 
revenues, gross debt of all States rose from $5.3 bil
lion in 1950 to almost $22 billion in 1962. The 1950 
figure was about half of general expenditures for that 
year, while the corresponding ratio for 1962 was 
slightly over two thirds. The combined debt for the 
Fifth District States in this period rose from $512 
million to $1,743 million, or somewhat less, pro
portionally, than in all States.

Per Capita Expenditures S ta tes d iffer sh arp ly  
in physical size, terrain, population, income, and in

PER CAPITA STATE GOVERNMENT EXPENDITURES
Dollars

the division of governmental functions between State 
and local governments. For this reason interstate 
comparisons of total State expenditures are practi
cally meaningless. If, however, expenditures are re
duced to a per capita basis some significant com
parisons can be made.

Nationwide, per capita State expenditures rose 
from $76.97 in 1950 to $168.96 in 1962, an increase 
of 119.5%. They ranged between $54.48 and 
$161.98 in 1950, and between $110.47 and $423.99 in
1962. The top States in the earlier year were, in 
descending order, W ashington, North Dakota, Lou
isiana, W yom ing, and Nevada, and their median 
figure was $140.58. The low States were, in ascend
ing order, New Jersey, Kentucky, Georgia, Texas, 
and Alabama. Their median figure was $60.73, or 
considerably less than half that for the high States.

By 1962 the two newest States—A laska and H a
waii—had taken the lead in per capita expenditures. 
A laska’s high figure is due in part to its low popula
tion density, which always makes for high per capita 
expenses. In both States, the structure of local gov
ernment has not been fully developed, with the con
sequence that the State governments perform func
tions undertaken by localities elsewhere.

The per capita figure in 1962 was $423.99 for 
A laska and $313.55 for H awaii. The next highest 
States, in order, were W yom ing, Nevada, and Lou
isiana. The median of these high States was $283.69. 
New Jersey  still occupied the bottom position with 
$110.47 and other low States were, in ascending 
order, Ohio, Illinois, F lorida, and Texas. The 
median for these States was $131.55, again less than
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half the figure for the high States. A notable de
velopment here was that two Southern States moved 
out of the low group and were replaced by two M id
western States.

In the Fifth D istrict States, average per capita 
expenditures rose from $69.29, or 90% of the U. S. 
average, in 1950 to $157.87, or over 93% of the U. S. 
average in 1962. The absolute difference between 
the District and the national averages, however, in
creased from $8 to $11 over the period. The chart at 
the right on page 3 show’s the behavior of these two 
averages. The spread within the District was fairly 
narrow—from $59.15 to $77.21 in 1950 and from 
$141.56 to $180.73 in 1962. M aryland led the Dis
trict in 1950 but by 1962 W est V irg in ia had gone 
ahead, due in large part to a decline in population. 
The other States retained their same order, with 
North Carolina third, South Carolina fourth, and 
V irg in ia fifth.

A  brief examination of the structure of per capita 
expenditures in the different groups of States affords 
some understanding of why their totals differ. The 
following table shows average per capita expenditures 
for certain m ajor functions in different State group
ings for 1962. The figures are unweighted averages

of per capita expenditures; the high and low States 
are those identified above.

Fifth
High u. s. District Low

Function States Average States States

Education $99.17 $57.99 $57.65 $43.59
Highways 82.92 43.02 42.66 36.50
Public W elfare 24.24 23.16 16.63 19.06
Hospitals 14.60 10.66 10.53 7.92
Natural Resources 16.67 5.36 4.38 3.94

Two patterns in the figures are noteworthy. F irst,
except for public welfare, the figures for the high 
States approximate or exceed twice the correspond- 
ing figures for the low States. Second, again ex
cepting public welfare, the figures for the Fifth Dis
trict States are close to, and only slightly below, the 
U. S. average.

Ratio of Expenditures to Personal Income D ata 
on personal income permit further significant inter
state comparisons. The ratio of expenditures to the 
personal income received in a State is a useful meas
ure of the burden of those expenditures to the people 
of that State.

For the nation, the ratio of State government ex
penditures to personal income in the early  years of 
the period fluctuated between 5.5% and 6.0% . The 
figure was relatively low in 1952 and 1953, perhaps 
because of curtailment of State activities during the 
Korean W ar. After 1954 the ratio rose steadily, 
reaching 7.6% in 1962. The chart on this page 
shows the averages for both the U. S. and the Fifth 
District States.

In 1950 the ratio ranged from 2.3% in New Jersey 
to 11.4% in Louisiana. The States with the highest 
ratios were Louisiana, Oklahoma, North Dakota, New 
Mexico, and W ashington, with a  median figure of 
9.7% . The low States w7ere New Jersey, Illinois, 
New York, Connecticut, Nebraska, and Ohio, and 
their median was 3.9% . B y 1962 the range was 
higher and wider, from 3.8% in New Jersey to 15.9% 
in A laska. In the high group wrere the two newest 
States plus Louisiana, M ississippi, New Mexico, and 
W yoming. Their median was 13.6%. The low 
group, with a median of 5.4%, was composed of New 
Jersey, Illinois, Ohio, Nebraska, and Massachusetts.

The average ratio for the Fifth District States was 
consistently above the U . S. average. The difference 
fluctuated from as little as one-half point to as much 
as a point and a half. Thus, in the District the 
burden of State expenditures was somewhat heavier 
than in the country as a whole. W ith in the District, 
M aryland consistently had the lowest ratio of ex 
penditures to personal income, while V irg in ia had 
the second lowest. M aryland’s ratio did not exceed 
6% until 1956 and did not pass 7% until 1962. For
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the period as a whole, South Carolina had the highest 
ratio. Its ratio was 10% or higher in five of the years 
and reached a peak of 10.6% in 1959. North Caro
lina’s ratio was second h ighest; in no year did it touch 
10%, but in several years it was barely below this 
figure. W est V irg in ia was in the middle position 
most of the time but in the final three years its ratio 
rose sharply from 8.8% to 10.3% to take the lead 
in the District.

Expenditures by Major Functions E xpend itures 
for all functions have increased, but much more for 
some functions than for others. A functional analysis 
of the data shows the changing importance of dif
ferent activities. The percentage distribution of gen
eral expenditures by major functions in 1950 and 
1962 is given in the chart on this page.

For all States, education rose steadily and sub
stantially in importance, moving from 26.6% to 
34.3% of the total. H ighway expenditures increased 
only moderately, from 22.3% to 25.5%. Surpris
ingly, the relative importance of public welfare fell 
significantly, from 20.4% to 13.7%. Expenditures 
for health and hospitals showed a somewhat smaller 
relative decline. Interest on debt, while not a major 
expenditure, increased two and a half times in rela
tive importance, rising from 0.8% to 2.0% . Educa
tion, highways, and public welfare account for nearly 
three fourths of all general expenditures.

Trends in spending patterns in District States were 
somewhat different. In 1950 expenditures for edu
cation were relatively much more important in the 
District than in all States—34.6% compared with 
26.6% . These rose only moderately but were still 
above the U. S. average in 1962. H ighway expendi
tures in the District declined in relative importance, 
from 30.6% to 26.4% , while in the nation they in
creased moderately. This may have been because Dis
trict States took an early lead in highway programs 
and also in recent years have placed less emphasis 
on expensive constructions necessary to relieve traffic 
congestion around large metropolitan areas. The 
relative importance of public welfare expenditures in 
the District was about the same at the end as at the 
beginning of the period.

A few differences in trends in individual Fifth 
District States may be significant. In M aryland, 
interest rose eightfold, from 0.4% to 3.2% , and in 
V irgin ia more than tenfold, from 0.1% to 1.1%. In 
North Carolina, by contrast, it declined from 1.3% 
to 0.9% as that State reduced its debt. The share 
going to education was unusually high in North Caro
lina, where the State government carries the basic re
sponsibility for public schools; the figure rose from

STATE GOVERNMENT EXPENDITURES 
BY M AJOR FUNCTIONS
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40.8% in 1950 to 45.2% in 1962. Because of w ide
spread unemployment, W est V irg in ia devoted a large 
and rising proportion of its expenditures to public 
welfare— 14.8% in 1950 and 19.0% in 1962.

Conclusion G eneral expend itures of the S ta tes 
have in recent years risen steadily and more rapidly 
than GNP, personal income, or expenditures of the 
Federal Government. On any basis of measure
ment, amounts of and changes in expenditures have 
varied w idely between States. Both on a per capita 
basis and in relation to personal income the higher 
figures are often found in the relatively sparsely 
settled States. On a per capita basis, expenditures 
of Fifth District States are close to the national 
averages, but in relation to personal income they have 
consistently been above those averages. In almost 
all States education, highways, and public welfare 
account for a very large m ajority of State expendi
tures. Fifth District States consistently spend a 
larger part of their funds for education than do the 
other States as a group.
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