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ABSTRACT

The structure of local government in metropolitan areas shapes the

life opportunities of urban residents. The expansion of the public

sector of the economy in recent decades has coincided with the "sepa

ration of public goods consumption through suburbanization" in metro

politan areas. The municipal segregation of classes and status groups

in metropolitan areas produces a contradiction: the divorce of munici

pal services from the social needs of urban residents. An exploratory

investigation of data compiled for fifty-four metropolitan areas in

1962 reveals a number of demographic, economic, social, and political

variables associated with the level of separation of municipal expen

ditures from the social needs of metropolitan residents. The data

support the thesis that inequality in the distribution of income among

families is translated through the dual mechanisms of residential

segregation and political incorporation into inequality in the distri·"

bution of fiscal resources among municipal governments, resulting in

the separation of municipal service levels from municipal service needs

in the metropolis.

--------~~-----~-~._---~--------------



EXPLORING AN URBAN CONTRADICTION:
THE DIVORCE OF MUNICIPAL EXPENDITURES FROM SOCIAL NEEDS

"Because the political subdivisions of a metropolitan area

are largely autonomous in matters of local finance, differ-

entia1s in per capita income create inequalities in both

fiscal capacity and public service needs between municipa1-

ities. And because we entrust local government to effect

substantial redistribution of real income through local

public services, a serious' problem follows from the divorc-

1
ing of income from need."

1. Introduction

The structure of local government in metropolitan areas in the

United States shapes the life opportunities of urban dwellers. Insti-

tutions governing the allocation of public goods and services among

metropolitan residents reside at the heart of urban politics. In

industrialized, capitalist societies the distribution of valued com~

modi ties among families is largely governed by the distribution of

"effective demand" among consumers engaging in price competition in

the private marketplace. However, as advanced capitalist societies

have evolved from predominantly goods-producing economies revolving

around manufacture to service economies increasingly tied to govern

ment, the character of the allocation process has been changing.
2

The

United States, as Daniel Bell has recently pointed out, is increasingly

a society "in which public mechanisms rather than the market become the

a1locators of goods, and public choice rather than individual demand

becomes the arbiter of services. ,,3
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Cities in the United States have experienced vast increases in

4the consumption of public goods and services in recent decades. With

expansion in the public sector, the "segregation 'of public goods con-

sumption through suburbanization" has become a central element of the

f '1' I' 'd 5structure 0 ~nequa ~ty among metropo ~tan res~ ents. In the context

of a fragmented system of local governments in the metropolis, munici-

pal government often becomes an institutional arrangement for promoting

and protecting the unequal distribution of scarce values among urban

residents.

Residential location is an important resource in the urban polit-

ical system. Advantaged segments of the metropolitan community seek

to maximize control over scarce resources and maintain life-style

values through homogeneous residential groupings. The more status-

homogeneous the municipality, the easier it is, politically, to main-

tain the primacy of prized values. Municipalities come to be charac-

terized by specialized service packages and recruit residents according

to the principle: "All those who like the kind of life symbolized by

these services come and join us, if you are white and can afford it.,,6

Conflict over the production and distribution of scarce values that

depend upon location for their realization, such as land use, education,

housing, recreation, and cultural facilities, resides at the center of

metropolitan politics in the United States. 7

Municipal segregation among classes and status groups in the

metropolis produces a contradiction: the divorce of fiscal resources

from the social needs of urban residents. As the Advisory Commission

on Intergovernmental Relations has recently stated, large central
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cities and inner-ring suburbs are lIin the throes of a deepening fiscal

crisis. On the one hand. they are confronted with the need to satisfy

rapidly growing expenditure requirements triggered by the rising number

of 'high cost' citizens. On the other hand, their tax resources are

growing at a decreasing rate (and in some cases actually declining),

a reflection of the exodus of middle and high income families and

business firms from the central city to suburbia. 1I8 This process

results in a double burden for municipalities with sizable low-income

populations. Low-income communi ties need more. in. the way of public

goods and services than do affluertt municipalities.; yet they have

smaller fiscal resources with which to meet their needs. Impoverished

municipalities often find' themselves taxing at higher rates to gain

relatively smaller revenues and services.

The separation of municipal expenditures from the social needs

of urban residents has developed into one of the most pressing issues

of urban political life. Yet there has been relatively little com

parative urban research addressed to this problem. This paper consists

of an exploratory analysis of factors associated with variations among

metropolitan areas in the United States in one dimension of the urban

fiscal dilemma.

2. Elements of the Fiscal Dilemma

A number of interrelated elements combine to make up the metro

politan fiscal dilemma. These elements include level of municinal

service needs, size of municipal tax base, level of ~unicipal tax

effort, and level of municipal services.
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L~yel of municipal service needs refers to the service require-

ments of the city populace. The level of municipal service needs varies

with the social and economic characteristics of the resident popula-

tion. As the Advisory Commission on Intergovernmental Relations has

argued, the poor are generally "high cost" citizens who require much

more in the way of municipal services than do the more economically

advantaged segments of the metropolitan population. 9 In general, the

more impoverished the municipality, the greater the level of municipal

service needs.

!!uniciEal tax base, or level of fiscal resources, refers to the

1 f d " h' h . 10 Stota 0 permanent assets an current lncome Wlt In t e Clty. ources

of municipal revenue vary by region within the nation, by state within

regions, by metropolitan area within states, and by municipality

within metropolitan areas. Local governments usually derive the major

share of their revenue from taxes on mercantile, manufacturing,and

residential property. Municipalities also derive revenue from sales

taxes on commodities, payroll taxes, and personal income taxes. ll In

general, the wealthier the municipality, the larger the municipal tax base.

Municipal tax effort refers to the rate at which the city taxes

itself to provide revenue for municipal services. The tax effort

indicates the proportion of real property and income allocated to

municipal functions. There is widespread variation in the level of tax

. . l'" I' . h U' d St t 12rates among munlClpa ltles In metropo ltan areas In t e nlte a es.

In general, the wealthier the municipality, the lower the tax effort

required to generate an adequate level of se.rvices.

Level of municipal services refers to the level of per capita

general expenditures generated by a municipality. Municipal general
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expenditures fall into many service categorie~ including education,

highways, public welfare, health and hospitals, police and fire protec-

tion, sanitation, parks and recreation, housing and urban renewal,

d l 'b ' 13an ~ rar~es. The municipal service level is a function of

the municipal tax base multiplied by the municipal tax effort supple-

mented to a varying extent by federal and state transfers of revenue.

There are at least three basic dimensions of the fiscal dilemma t

which vary among metropolitan areas in the United States. One dimen-

sion consists of the degree of inequality in the distribution of fiscal

resources (tax base or potential for producing goods and services)

, , Ii' 'h I' 14among mun~c~pa t~es ~n t e metropo ~tan area. A closely related

property of the metropolitan fiscal problem is the degree of inequality

in the distribution of tax burden among municipalities in the metropo-

lis. Tax burden refers to the tax rate required to produce an adequate

level of goods and services in the municipality. A third, and the

most importan~ component of the fiscal dilemma in the metropolis is

the relationship between the distribution of service levels and the

distribution of service needs among municipalities in the metropolitan

area. Here the focus is on the degree of correlation or disjunction

between service needs and actual service levels among municipalities

in the metropolis. The unequal distribution of fiscal resources among

municipalities does not necessarily imply the divorce of service needs

from service levels
t

since low-income municipalities may assume heavy

tax burdens in the attempt to meet service requirementst and since the

fiscal resources of impoverished cities may be supplementen by state and

federal intergovernmental transfers of revenues. The degree of

~-'~-- ~- -~--------- ~~- --~~---~._~ ..~--- -- -- - --~-.._-
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separation of municipal services from service needs among metropolitan

areas is the object of investigation in this paper.

3. Methods and Data

Comparative research on the divorce of municipal services from

social needs among governments in metropolitan areas poses several

issues of measurement. First, how are the local units of government

to be defined and aggregated? Second, what are appropriate indicators

of level of social needs and municipal service levels? Third, what is

an appropriate measure of the degree of separation of municipal ser-

vices from social needs in the metropolis? These questions will be

addressed in turn.

The principal approach to research on fiscal disparities among

municipalities in metropolitan areas in the United States is the body

of research devoted to explaining fiscal differences among central

., d b b' b 15c1t1es an su ur s 1n ur an areas. In this type of investigation

suburban characteristics are averaged together and compared to central-

city characteristics. The level of government fiscal disparities is

measured by the ratio of central-city to suburban characteristics, and

an attempt is made to explain variations in the city-suburb ratio

through the comparative analysis of urban areas. This research assumes

that suburbs are sufficiently similar to justify an aggregated com-

parison with the central city. Yet, as the Advisory Conmission on

Intergovernmental Relations had noted, "Of growing significance are

the fiscal disparities among rich and poor suburban communities in

many of the metropolitan areas--disparities that often are even more
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dramatic than those observed between central cities and suburbia in

general. Many of the older suburban communities are taking on the

physical, social and economic characteristics of the central city.

This type of community is especially vulnerable to fiscal distress

because it lacks the diversified tax base that has enabled the central

city to absorb some of the impact of extraordinary expenditure

demands. ,,16 It would seem appropriate to go beyond the central city-

suburb dichotomy and attempt to develop hypotheses and measurement

procedures addressed to the disjunction between expenditures and ser-

vice needs among all municipalities in the metropolitan area.

Turning to the second question, there are a number of indicators

of the level of servi~e n~eds in a municipalit~ including the level of

health, education,and welfare of the resident population; the quality

of housing stock; and the state of the physical plant. The level of

poverty in the municipality, measured by the percentage of families with

incomes at or below the federally defined poverty line in 1959, is the

indicator of municipal service needs adopted here. This choice seems

reasonable,since, in one form or another, public policies dealing with

welfare, education, housing,and health are tied to inequities generated

b h f · .. . h 1· d . 17y t e structure 0 econom~c ~nst~tutions ~n t e metropo ~s an nat~on.

The 1960 Census of Population provides income data for individual muni-

cipalities with populations of 2500 and lar~in metropolitan areas

18
in the United States.

The 1962 Census of Governments provides data on service expendi-

ture levels among municipalities in metropolitan areas--on undifferentiated

general expenditure levels for all municipalities in metropolitan areas19

I

~_I
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and on individual municipal expenditure levels bX service categories

for municipalities with populations of 10,000 and more in metropolitan

20
areas. In this study the measure of municipal service level is the

level of municipal per capita general expenditures in 1962. The adop-

tion of general expenditures as the measure of municipal service level

represents a compromise in the research design. Under ideal conditions

we would have measured service levels by the level of expenditures in

those service categories that nost closely reflect the service needs

of lower~ncome groups, such as education, public welfare, health and

hospitals, housing,and urban renewal. To do so, however, would have

necessitated excluding from the analysis most of the, suburban munici-

pa1ities in the United States. On the other hand, the price paid for

including a much larger number of municipal governments in the measure-

ment process is a degree of vagueness in the operational definition of

municipal service levels.

If municipal service level is measured by per capita general

expenditures and municipal service need is measured by level of poverty

in the municipality,what is an appropriate indicator of the degree of

separation of service levels from service needs in the metropolitan

area? In this study we have settled upon the Pearson product-moment

correlation between level of poverty and level of per capita general

expenditures by municipal governments in the metropolitan area.

Stinchcombe has recently argued that the correlation coefficient

is an important property of social and political structures. Accord-

ing to Stinchcombe, "the influence of a value in social life can be

considered as an interaction effect, in which variations in the degree

of commitment to a value have different effects depending upon the
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relative amounts of power held by deeply and shallowly committed deci

sion makers." He further suggests that "a value will have more effect

in a society, the higher the correlation between power and commitment

to the value in that society. The degree of institutionalization of a

value is the ,correlation between commitment to that value and power.

The correlation coefficient would ideally be computed over decision

making units (rather than persons) and a measure of the amount of power

of the kind useful for achieving the value would be most convenient."Zl

In this investigation the decision-making unit is the municipal

government. The encompassing social collective is the metropolitan

area. The degree of correlation between municipal service levels and

municipal service needs indicates the degree of institutionalization

of the value of matching fiscal resources to social needs. Another way

of putting the matter is that the degree of positive correlation between

municipal poverty level and municipal general expenditures indicates

the extent to which the poor are able to translate their needs into

service levels in the metropolis. A metropolitan area with a positive

correlation between these two variables is one in which the

more impoverished municipalities tend to have higher. expenditu~e

levels. A metropolitan area with a negative correlation between these

variables is one in vlh.ich the more impoverished municipalities tend

to have the lowest expenditure levels. A metropolitan area with no

relationship between service needs and service levels displays a r.andom

pattern. In other words, as the size of the correlation coefficient goes

from negative to positive, the degree of separation of municipal services

from municipal service needs declines.

\~ile the correlation coefficient captures the rank order rela

tionship betv7een municipal service level and municipal service needs,



10

it says nothing about the distribution of tax burden among municipali-

ties or about the size of the gap between expenditures and needs in the

metropolis. Therefore, this study should be viewed as an exploratory

investigation of one important dimension of the fiscal dilemma in

metropolitan areas in the United States.

The Data

We adopted the following procedure to construct a correlation

measure of the separation of municipal service levels from social

needs in the metropolis. Combining the municipal income data from the

1960 Census of Population with the expenditure data from the 1962

Census of Governments provides information on the income and expendi-

ture levels of municipal governments of population size 2500 or ~ore

in metropolitan areas. For each metropolitan area, data on level of

poverty and level of per capita general expenditures among local muni-

cipalities were collected, coded, and punched on IBM cards. Then, for

each metropolitan area containing eight or more municipalities of popu-

lation size 2500 or more, a correlation coefficient was computed

f 1 . . 1 d d' d 22rom tle component mun~c~pa poverty an expen ~ture ata. In

summary, our population of metropolitan areas consists of SMSAs with

populations of 250,000 or more and containing eight or more municipali-

ties of population size 2500 or more. There were fifty-four metro-

politan areas in the United States in 1962 that displayed these

characteristics. This set of SMSAs constitutes the basis for the

ensuing analysis.

Tables 1 and 2 ~bout hete
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Table ~ presents the measures of degree of separation of munici-

pal expenditures from social needs for each of the fifty-four metro-

politan areas in this. analysis. Table 2 presents the mean, standard

deviation,and range in separation of expenditures from need. As can
. .

readily be seEm, there is wide variation among metropolitan areas in

the size and direction of the zero -order correlation between level of

poverty and level of per capita general expenditures among component

municipalities. 23 . Separation of municipal expenditure s from social

need ranges from a high of I' = .689 in Phoenix, Arizona, to a low of

I' = .637 in Allentown-Bethlehem-Easton, Pennsylvania. Among this grou~

of SMSAs the average correlation between municipal poverty and munici

24
pal expenditures is I' = .110 with a standard deviation of I' = .347.

What are some of the factors associated with variations in the

degree of separation of expenditures from need among this sample of

metropolitan areas? The remainder of this investigation is organized

according to a sequence of empirical findings. A brief rationale

accompanies each set of findings. We conclude with a brief summary of

findings and a discussion of implications for further research.

4. Findings

Two general criteria structured our collection of independent

variables for this analysis. The first criterion was descriptive

import. We wished to include variables that· consistently appear in

comparative research on metropolitan areas in the United States.

Secondly, we gathered data according to a general working hypothesis.

Following Wilbur Thompson, we hypothesized that inequality in the dis~

tribution of income among families is translated through the dual

----- ------- ~-~~------



12

mechanisms of residential segregation and political incorporation into

inequality in the distribution of fiscal resources among municipal

"1 I" 25governments ln tle metropo lS. Municipal inequality in fiscal

resources fosters the separation of municipal service levels from

municipal service needs. Thus we expected that level of family income

inequality, residential segregation by social class and race, and

inequality in the distribution of fiscal resources among municipali-

ties would be directly associated vJith the separation of municipal

expenditures from social needs in the metropolis.

Table 3 about here

1. Metropolitan areas in the Northea~t and Midwest tend to have

lower levels of separation of municilal expenditures from need while

areas in the West and South tend to have hisher levels. Table 3 pre-

sents data on the relationship between regional location of a metro-

politan area and degree of separation of municipal expenditure from

need. The zero-order correlation between the dummy variable, absence

or presence of a metropolitan area in the Northeast, and divorce of

service levels from service needs is r = -.226; in the Midwest it is

r = -.156; in the West it is r = .302; and in the South it is r = .123.

Southern metropolitan areas tend to have higher levels of family income

inequality26 and residential segregation by race and social class
27

than northeastern and midwestern SMSAs; this may partially explain

the findings. For reasons outlined below, we suspect that the posi-

tive association between the western location of a metropolis and sepa-

ration of municipal services from needs is linked to the relatively

low level of manufacturing activity in western states.
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2. Larger, older, more densely ?bpulated, andmbreurbanized

metropolitan areas tend to have lower levels of separation of munici-

pal expenditures from service needs. These were unexpected findings.

We expected just the reverse to be the case. ~1etropolitan size and

age are directly linked to municipal differentiation, government frag

mentation,28 and inequality in the distribution of fiscal resources

among municipalities, which we presumed to underpin the divorce of ser-

vices from needs in the metropolis. But, to the contrar)T, it appears

that there is a tendency for younger, smaller metropolitan areas to

have more pronounced separation of municipal services from needs.

3. The higher the level of manufacturing activity in the metro-

po1itan area, the lower the separation of municipal ~xpenditures from

service needs. There are two reasons why we expected this to be the

case. First, metropolitan economies dominated by manufacturing

industries tend to have lower levels of family income in~qua1ity.29

This implies less of a divorce of municipal expenditure from need.

Secondly, metropolitan areas specializing in manufacturing are areas

in which the poorer segments of the population frequently reside in

high-tax-base, industrial municipalities allowing for higher expendi-

ture levels. Our line of reasoning is supported by the evidence pre-

sented in Table 3. Metropolitan areas specializing in manufacturing

tend to have less separation of expenditure from need (r = -.434) while

this variable tends to increase with specialization in trade (r = .332)

and services (r = .187).

Table 4 about here
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4. There is essentially no relationship between the percenta8e

of the metropolitan population that is nonv.1hite a.nd the separation of

municipal expenditures from service needs. This is also an unexpected

finding. Past research has revealed that nonwhite concentration is

30
directly linked to family income inequality, residential segregation

by race,3l and inequality in the distribution of fiscal resources among

municipalities in metropolitan areas, but, as revealed in Table 4,

this variable is not associated with the divorce of expenditures from

needs as measured in this investigation.

5. The separation of municipal expenditures from service needs

varies directly with level of poverty and family income inequality and

inversely with the level of median income and occupational earnings in

the metropolis. Data presented in Table ·4 provide firm support for

one central tenet of our working hypothesis. As expected, the divorce

of municipal expenditure from service need is directly linked to family

income inequality (r = .378), racial income inequality (r = .181) and

the level of poverty in the metropolitan area (r = .443). On the other

hand, the higher the level of family income (r = -.359) and occupational

earnings, the lower the separation'of municipal services from service

needs. These data highlight the link between the structure of the local

economy and the public finance dilemma.

Table 5 about here

6. The greater the residential segregation ey social class and

by race and the more segregated the distribution of housing by quality

in the metropolis, the greater the separation of municipal expenditures

from service needs. The second tenet of the working hypothesis is a
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postulated direct link between residential segregation by social class

and race and the divorce of municipal expenditures from social needs

in the metropolis. Income is unequally distributed among social

classes and racial groups. As residential segregation by class and

race increases, inequality in the distribution of income by neighbor

hood increases. When class- and status-homogeneous neighborhoods come

to coincide with municipal boundaries, inequality in the distribution

of fiscal capacity among municipal governments arises. The distribu

tion of social classes by residential area and the distribution of tax

base by neighborhood are linked to the degree of segregation of hous

ing by quality. It seems reasonable to expect that the greater the

segregation of housing by quality, the greater the inequality in the

distribution of resources among municipalities and the greater the

divorce of expenditures from social needs in the metropolis.

'In a recent study of patterns of urban ecological organization,

Avery Guest collected 1960 data from the Census of Housing on a vari

ety of social characterist~cs of families and physical characteristics

of housing by census tracts for seventeen metropolitan areas.
32

For

each metropolitan area, Guest coded data for each census tract on the

proportion of families with white-collar heads of household, the pro

portion of dwelling units sound, with all plumbing, and the proportion

of dwelling units with at least five rooms. From this detailed informa-

tion on census tracts', he computed the standard deviation in percent

white-collar, percent sound housing, and percent housing units with at

least five rooms across census tracts for each metropolitan area. Com-

bining Guest's data with our own yielded fourteen metropolitan areas
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for which joint data were available. In addition, we coded data on the

level of residential segregation by race in the central cities of many

of the metropolitan areas in this study from the Taeubers' seminal

. " f . 1 .. US' t . 33lnvestlgatl0n 0 raCla segregatl0n ln .c. Cl les.

As revealed in Table 5, the residential segregation of social

classes is directly related to the separation of municipal expenditures

from social needs (r = .223) and there is a slight positive association

between central city racial segregation and the divorce of expendi-

tures from needs in the metropolis (r ~ .159). The relationship between

the divorce of expenditures from needs and segref,ation of sound housing

(r = .645) and segregation of housing with at least five rooms (r =

.512) is strong and in the predicted direction. While findings from

such a small sample of cases can be hardly more than suggestive, the

available evidence does provide firm support for the second part of

the working hypothesis.

Table 6 about here

7. The more fragmented the government structure of the metro-

politan area, the greater the separation of munici2al expenditures from

service needs. The proliferation of municipal governments in the metro-

polis provides a structural basis for the unequal distribution of

fiscal resources among local governments and the divorce of municipal

expenditures from service needs. The concept of government fragmenta-

tion would seem to refer to both the absolute number and the density

of governments in the metropolitan area. However, as is revealed in

Table 6, only the density of municipalities (r = .157) and the density
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of governments of all types (r = .251) are directly related to the

separation of expenditures from needs in the metropolis.

8. The more unequal the distribution of iiscal resources among

municipalities in the metropolitan a~eat the greater the separation of

municipal expenditures from service needs. In part, ineauality in the

distribution of fiscal resources among municipal governments grows out

of family income inequality and residential segregation by class and

race coinciding with political incorporation in the metropolis. The

third tenet in the working hypothesis postulates a direct link between

inequality in the distribution of fiscal resources among municipalities

and the separation of municipal services from social needs. 34

There are a number of possible indicators of the level of fiscal

resources in a municipality. In this investigation the median level

of family income is adopted as the measure of level of fiscal resources

or capacity to produce public goods and services in the municipality.35

Our measure of governmental inequality in the distribution of fiscal

resources is the standard deviation in median family income among

municipalities of population size 2500 or more in the metropolitan

area. 36 The larger the standard deviation, the greater the inequality

in the distribution of fiscal resources among municipalities.

Data presented in Table 6 provide a measure of support for the

third part of our working hypothesis. There is a direct relationship

between inequality in the distribution of median family income among

municipalities and the separation of expenditures from needs (r = .273).

The divorce of expenditures from needs is also linked to the unequal

distribution of poverty (r = .242), the size of upper-income groups
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(r = .127), and education (r = .143) among municipalities in the metro-

polis.

~""""""""=-:------:---

Table 7. about here

9. Metropolitan areas located in states in which federal aid is

a relatively high pgrcentage of state and local revenue and in states in

which state general expenditures are a relatively high percentage of

state and local general expenditures tend to have higher levels of

separation of municipal expenditures from service needs. The content

of local municipal expenditures varies from state to state as well as

within states. The provision of some key services depends upon the

state-local system for assigning expenditure responsibilities. For

example, the allocation of responsibility for underwriting public we1-

fare expenditures is one of the more important determinants of level

of noneducational expenditures at the local level. This function may

be assigned to the state, the locality, or some combination unique to

37
the metropolitan area.

Table 7 provides data on the relationship between federal, state,

and local tax and expenditure assignments and the separation of munici-

pal expenditures from service needs in metropolitan areas. Metropolitan

areas in states in which federal aid constitutes a relatively high

percentage of state and local revenue tend to have greater separation of

expenditures from service needs among municipalities (r = .417). As the

state proportion of state and local taxes (r = .375) and state and

local direct general expenditure (r = .433) increases, the separation

of municipal expenditure$ from service needs increases.

In part, this pattern of relationships is explained by the fact

that federal aid, as a percentage of state and local expenditures,
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tends to be higher in less industrialized, lower-income states in the

South ann West, ,,,hich tend to contain metropolitan areas "lith more pr.o-

d . f .. 1 d' . f . d 38nounce separatlon 0 munlClpa expen ltures rom serVlce nee s.

Also, state expenditures tend to be a high proportion of the state and

local budget in states where local municipalities have low average

expenditure levels fostering an imbalance-between expenditures and

needs. It may also be the case that in states with high state-to-local

expenditure ratios states assume responsibilities for services that

are otherwise relatively equally distributed among municipalities,leav-

ing leeway for more unequal distribution of remaining service expendi-

tures among local municipal governments.

A Multivariate Analysis

We have surveyed a number of empirical hypotheses and partial

explanations for variations in the separation of municipal expenditures

from service needs in the metropolis. A number of questions arise at

this point. To what extent is the impact of any particular variable

independent of its relationship to other variables under discussion?

What is the, combined predictive power of the independent variables?

Multiple correlation and regression analysis help provide answers to

these questions. We have data for the fifty-four metropolitan areas

on all of the variables except class, race, and housing segregation;

this constitutes the data base for the regression analysis.

Table 8 about here

Results from the first regression analysis are presented in Table

8. Inequality in the distribution of fiscal resources among



20

municipalities has the strongest independent relationship to the sepa-

'ration of municipal services from need (rp = .328) followed by level

of manufacturing activity (rp = ~.296) and percent of the SMSA popu1a-

tion residing in the urbanized area (rp = -.282). Location of a metro-

po1itan area in the South reverses direction under regression, and the

influence of family income inequality and government fragmentation are

negligible after the influences of other variables are taken into con-

sideration. Overall, the variables in this model account for 41 per-

cent of the total variation in the separation of municipal expenditures

from service needs in the metropolis.

Table 9 about h~re

Federal and state expenditure assignments are added to the regres-

sion model in Table 9. Federal aid (rp

as a percent of state-local outlays (rp

.244) and state expenditures

.181) maintain independent

relationships to the divorce of municipal expenditures from service

needs. The addition of federal and state contextual variables adds

2
12 percent (R = .54) to the total variation in separation of needs

from expenditures explained by the variables in the regression equation.

5. Summary and Conclusions

The political incorporation and municipal segregation of classes

and status groups in the metropolis fosters inequality in the distri-

bution of fiscal resources among local governments and results in the

divorce of municipal expenditures from the social needs of urban resi-

dents. Increases in the demand for public goods and services among

urban residents continues,and the governmental allocation of scarce
I
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resources is coming to parallel the importance of the private market

p1ace. 39 Metropolitan politics is increasingly formed by conflicts

over the production and distribution of resources like education and

housing, which depend upon municipal location for their rea1ization. 40

The divorce of municipal expenditures from the social needs of

urban residents becomes a central ingredient of urban political life.

In this exploratory investigation, we measured the separation of

municipal services from service needs in the metropolis by the zero

order correlation between level of poverty and level of per capita

general expenditures among municipalities of population size 2500 and

larger in the metropolitan area. The empirical findings are largely

consistent with the working hypothesis underlying this study. We found

that the degree of separation of municipal expenditures from service

needs varied directly with level of family income inequality, degree

of residential segregation by class and race, degree of segregation of

housing by quality,and level of inequality in the distribution of

fiscal resources among municipalities in the metropolis. In addition,

we discovered that older, large~ and more densely populated metro

politan areas, areas specializing in manufacturing, and metropolitan

communities located in the Northeast and Midwest tended to have less

separation of municipal expenditures from service needs. Our analysis

also revealed that metropolitan areas located in states in which

federal and state revenues and expenditures constitute a high propor

tion of total state and local government outlays tended to have higher

levels of separation of municipal expenditures from service needs.
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A few caveats are in order by way of conclusion. First of all,

there are a number of dimensions to the fiscal dilemma in metropolitan

areas. In this investigation we have sought to discover factors asso

ciated with variations in one dimension: the degree of separation of

municipal expenditures from service needs among metropolitan residents.

Our correlation measure of this element captures the rank order rela

tionship between general municipal service levels and municipal ser

vice needs but says nothing about the distribution of tax burden amopg

municipalities, the size of the gap between expenditures and service

needs, or the extent to which expenditures in specific service cate

gories are matched to specific service needs. Secondly, this is a

study of large metropolitan areas and the findings cannot be general

ized to all metropolitan areas in the United States.

In other words, much remains to be done. The findings revealed

in this analysis are provocative and suggest the value of further

research employing more sophisticated measurement procedures and larger

samples. This exploratory study constitutes but a beginning.
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Table 1. Degree of Separation of Public Expenditures from Social
Needs for Fifty-Four SHSAs, 1962

**Metropolitan Area
Separation of *

Expenditures from Needs

Miami, Fla I·' ••••••••••••••••••••

Bos ton, Mass. . .

Utica-Rome, N.Y II ••••••

Johnston, Pal II ••••••••••••••••••

***(8)

(12)

(8)

(17)

(9)

(8)

(12)

(17)

(20)

(16)

(15)

(22)

(15)

(97)

(40)

(15)

(129)

(11)

(11)

(18)

(13)

(48)

(10)

***(51)

(14)

(20)

(14)

-.689

-.659

-.599

-.585

-.585

-.464

-.251

-.263

-.251

-.214

-.124

-.083

-.081

-.061

-.034

-.027

-.021

-.017

.004

.044

.056

.063

.066

.068

.080

.089

.101

Pa, .

Hartford, Conn .

Binningham, Ala. . .

Fresno, Cal.

Dallas, Tex.

Tulsa, Okla.

Phoenix, Ariz. • .

PortI'and, Ore. • e I ••••••••••••••••• I •

Bakersfield, Cal. . .

Tampa-St. Petersburg, Fla. . .

Providence-Pawtucket-Warwick, R.I., Mass.

Cleveland, Ohio .

San Bernadino-Riverside-Ontario, Cal .

Dayton, Ohio .

Pittsburgh, Pa. . .

Minneapolis-St. Paul, Minn. . .

Chi cago, Ill. . .

Youngstown-Warren, Ohio .

Duluth-Superior, Minn . ............•....

Kansas City, Mo. . .

Atlanta, Ga .

San Jose, Cal .

Wilkes Barre-Hazelton,

Seattle-Everett, Wash.

1.

2.

3.

4.

5.

6.

7.

8.

9.

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22 •.

23.

24.

25.

2~.

27.

-------_.~~-
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Table 1. (continued)

;b~

Metropolitan Area

28.

29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

40.

41.

42.

43.

44.

45.

46.

47.

48.

49.

50.

51.

52.

53.

54.

Lancaster, Pa.

Fort Worth, Tex.

Los Angeles-Long Beach, Cal • •.....•....

Philadelphia, Pa . ..•....•............•.

Hous ton, Tex .

Al<.ron, Ohio .

New York, N. Y. . ..

San Diego, Cal.

Harrisburg, Pa.

Reading, Pa. . .....................•....

Albany-Schenectady-Troy, N.Y .

Paterson-Clifton-Passaic, N.J .

San Francis co, Cal. . ..............•...•

Cincinnati, Ohio ..........•.............

Denver, Colo. . .

St. Louis, Mo. . ..

Beaumont-Port Arthur, Tex •...•.........

Fort Lauderdale-Hollywood, Fla.

Gary-Hammond-East Chicago, Ind.

Jersey City, N.J .

Columbus, Ohio ............•..........•.•

Det roi t, Mich. . ............•..........•

Milwaukee, Wis.. . .

Newark, N.J 0""

Syracuse, N.Y. . .

Buffalo, N.Y II II .

Allentown-Bethlehem-Easton, Pa . •.......

Separation of *
Expenditures from Needs

.121 (9 )

.131 (15)

.170 (78)

.199 (78)

.224 (10)

.249 (11)

.260 (75)

.285 (10)

.308 (14)

.330 (10)

.363 (15)

.379 (67)

.393 (52)

.393 (34)

.408 (15)

.409 (64)

.436 (10)

.453 (10)

.469 (13)
*;~'1c

.481 (10)

.486 (11)

.500 (56)

.507 (22)

.562 (43)

.585 (12)

.608 (18)

.637 (17)

,'c
Zero~rder correlation: percent of municipal families with in-

comes of $3000 a year or less and per capita municipal general expendi
tures; computed over all municipalities with populations of 2500 and
above in the SMSA.
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Table 1. (continued)

**Standard metropolitan statistical areas with population size of
250,000 or more and containing eight or more municipalities of size
2500 or ml!lre.

,'r.**
Number of municipalities of .population size 2500 or more in the

standard.metropolitan statistical area, J.960.
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Table 2. Mean, Standard Deviation, and Range in the Separation
of 11unicipal Expenditures from Social Needs for Fifty
Four SMSAs, 1962

Separation of
'Ie

Expenditures from Needs

Mean.......................•...........•....•...

Standard Deviation..................•...........

Range:

Minima .

Maxima........•..............................

Number of SMSAs .

.110

.347

-.689

.637

54

*Zero-order correlation: percent of municipal families with in-
comes of $3000 a year or less and per capita municipal general expendi
tures; computed over all municipalities with populations of 2500 or more
in the SMSA.
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Zero-Order Correlations Between Regi_onal, Demographic,
-and Industrial Characteristics and the Separation of
Municipal Expenditures from Social Needs for Fifty-Four
SHSAs, 1962

Separation of
d ·t . *+Expen 1 ur~s from Needs·...

1. Metropolitan presence in Northeast ........

2. Metropolitan presence in Midwest ..........

.3. Metropolitan presence in West .............

4. Metropolitan presence in South ............

Demographic Characteristics

1. Population size of SMSA .

2. Population density of SMSA:
number of persons per square mile .

3. Percent of SMSA population
residing in urbanized area .

4. Age of SMSA: year central city
reached 25,000 population .

Industrial Characteristics

1. Percent of SMSA employment in
manufacturing industries .

2. Percent of SMSA employment in
wholesale and retail trade .

3. Percent of SMSA employment in
finance and services .

-.226

-.156

.302

.123

-.138

-.253

-.297

.341

-.434

.332

.187

\.;

*Zero-order correlation: percent of municipal families with in-
comes of $3000 a year or less and per capita municipal general expendi
tures; computed over all municipalities with populations of 2500 or
more in the SHSA.

i The sign(s) of the correlation coefficient hav.e been reversed
for ease of presentation and discussion of the data.

~~~~--~--
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Table 4. Zero-Order Correlations Between ~acial Composition and
Income Characteristics and the Separation of 'JI1unicipal
Expenditures from Social Needs for Fifty-Four SMSAs, 1962

Racial Composition
Separation of

,0:+
Expenditures from Needs

1. Percent of SMSA population, nonwhite .

2. Percent of central city population, nonwhite

Income

1. Median SMSA family income .............•••.

2. Percent of SMSA families with incomes
of $3000 a year or less ................••

3. Percent of SMSA families with incomes
of $10,000 a year or more ..

Median Earnings

J. Professionals and managers .

2. Craftsmen and foremen .

3. Operatives .

4. Laborers .

Income Inequality

1. Gini coefficient: SMSA family income .....
~'c*

2. Racial income inequality .

-.073

-.162

-.359

.443

-.285

-.235

-.212

-.272

-.367

.378

.181

~'c

Zero-order correlation: percent of municipal families with in-
comes of $3000 a year or less and per capita municipal general expendi
tures; computed over all municipalities with populations of 2500 or more
in the SNSA.

~b'c

Median nonwhite family income as a proportion of median white
family income in the SMSA.

+The sign(s) of the correlation coefficient have been reversed
for ease of presentation and discussion of the data.
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Table 5: Zero-Order Correlations Between the Residential Segre
gation of Social Classes, Racial Groups, and Housing by
Quality and the Separation of Hunicipa1 ExpenMtures
from Social Needs for SMSAs, 1902

**Class Segregation

1. Standard deviation: percent of
families white-collar among census
tracts in SMSA•...........................

,-c*ic
Racial Segregation

1. Index of dissimilarity among white and
nonwhite families by block in the
central city ' .

*ic
Housing Segregation

1. Standard deviation: percent housing
sound with all plumbing among census
tracts in the SMSA .

2. Standard deviation: percent housing
units with at least five rooms by
census tracts in the SMSA .

Separation of *+
Expenditures from NeedA

.223

.159

.645

.512

.~

,-C
Zero~rder correlation: percent of municipal families with in-

comes of $3000 a year or less and per capita municipal general expendi
tures; computed over all municipalities with populations of 2500
or more in the SMSA.

'-c**
N 47.

TThe sign(s) of the correlation coefficient have been reversed
for ease of presentation and discussion of the data.

~---_._-------------------- -------~-----------------._._---------------
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Table 6. Zero-Order Correlations Between Government Fra~menta

tion, Government Inequality, ann the Separation of
~1unicipal Expenditures from Social Needs for Fifty-Four
SMSAs, 1962

Government Fragmentation
Separation of *+

Expenditures from Neens

1. Number of municipalities in SMSA.......•..

2. Number of governments of all kinds
in SMSA.•..••..•••••.••••.•.••.....••.••••

3. Number of municipalities per 10,000
population in SMSA..•....•.............•..

4. Number of governments of all kinds
per 10,000 population in SMSA.........•••.

**Government Inequality

1. Standard deviation: median family income
among municipalities in SMSA .

2. Standard deviation: percent families
wi th incomes of $3000 or less
among municipalities in SMSA .

3. Standard deviation: percent families
with incomes of $10,000 or more among
municipalities in SMSA .

4. Standard deviation: median years of
schooling among municipalities in SMSA•...

-.066

-.002

.157

.251

.273

.242

.127

.143

)~

Zero-order correlation: percent of municipal families with in-
comes of $3000 a year or less and per capita municipal general expendi
tures; computed over all municipalities with populations of 2500 or
more in the SHSA.

*'/<
Standard deviation computed over all municipalities with popu-

lations of 2500 or more in the SMSA.

TThe sign(s) of the correlation coefficient have been reversed
for ease of presentation and discussion of the data.
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Table 7. Zero-Order Correlations Between Federal-State-Local
Tax and Expenditure Assignment and the Separation of
Municipal Expenditures from Social Needs for Fiftv-Four
SMSAs, 1962 -

**State Context

1. Federal aid as a percent of state
and local general revenue, 1962 .

2. State taxes as a percent of state
and local taxes, 1962 ...............•.....

3. Property taxes as a percent of total
state and local taxes, 1962 .

4. State direct general expenditure as a
percent of state and local direct general
~xpenditure, 1962 .

5. State intergovernmental expenditure
as a percent of total local general
revenue .

Separation of
d · *+Expen ~tures fr.om Needs.-.

.417

.375

-.213

.433

.206

p

~~

Zero-order correlation: percent of municipal families with in-
comes of $3000 a year or less and per capita municipal general expendi
tures; computed over all municipalities with populations of 2500 or
more in the SHSA.

'io~

Source: The Advisory Commission on Intergovernmental Relations,
Tax Overlapping in the United States, 1964 (Washington, D.C.: Govern
ment Printing Office, 1964), Tables 3 and 13.

+The sign(s) of the correlation coefficient have been reversed
for ease of presentation and discussion of the data.

------------------
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Table 8. Multiple Regression of the SeparaUon of Public Expendi
tures from Social Needs on Salient Independent variables
for Fifty-Four SMSAs, 1962

.. . 1C+
Separation of Expenditures_from Needs

Partial
Correlation

Beta Level of
Weight** Significance***

1. Metropolitan presence
in South. \I •••••• II •• II" ••••••••• II

2. Percent of SMSA population
in urbanized area ..........•....

3. Age of SMSA: year central
ci ty reached 25,000 .....•......•

4. Percent of SMSA employment
in manufacturing ..............•.

5. Median SMSA family income .

6. Gini coefficient: SMSA
f ami.ly :.l.ncome .

7. Number of municipalities
per 10,000 population in SMSA...

8. Standard deviation: median
family income among munici
palities in SMSA...........•....

-.161

-.243

.161

-.269

-.124

.052

-.075

.328

-.192

-.282

.144

-.296

-.191

.083

-.082

.310

.280

.100

.281

.067

.408

.727

.614

.0245

2
Note: R = .641; R = .411; level of statistical significance of the

multiple correlation coefficient using the F ratio = .001.

)~

Zero_order correlation: percent of municipal families with in-
comes of $3000 a year or less and per capita municipal general expendi
tures; computed over all municipalities with populations of 2500 or
more in the SMSA.

**Standardized regression coefficient.

*)~)'C

Level of statistical significance of the regression coefficient
using the t-test, two-tailed.

tThe sign(s) of the correlation coefficient have been reversed
for ease of presentation and discussion of the data.
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Table 9. Multiple Regression of the Separation of Public Expendi
tures from Social Needs on Salient Independent Variables
for Fifty-Four Metropolitan Areas, 1962

.251

.106

.151

.295

.175

.244

Separation of Expenditures *+from Needs

Partial Beta Level of
Correlation Weight** Significance***

-.347 -.423 .019

-.186 -.192 .222

.095 .077 .536

-.227 -.234 .134

-.075 -.105 .626

.168 .255 .271

-.003 ~.003 .988

in the South .
Metropolitan presence

Percent of SMSA population
in urbanized area..............•

Age of SMSA: year central
city reached 25,000 .

Percent of SMSA employment
in manufacturing ~ .....•.

Median SMSA family income .

Gini coefficient: SMSA
family income .

Number of municipalities
per 10,000 population in SMSA...

Standard deviation: median
family income among munici-
palities in SMSA .

9. Federal aid as a percent of
state and local revenue .

l'

l.

2.

3.

4.

5.

6.

7.

8.

10. State direct general expendi
ture as a percent of state and
local direct general expendi-
ture . .181 .202 .233

2
Note: R = .732; R = .536; level of statistical significance of the

multiple correlation coefficient using the F ratio = .0001.

)~

Zero-Qrder correlation: percent of m~nicipal families with in-
comes of $3000 a year or less and per capita municipal general expendi
tures; computed over all municipalities with populations of 2500 or
more in the SMSA.

**Standardized regression coefficient

***Level of statistical significance of the regression coefficient
using the t~test) two-tailed.

t The sign(s) of the correlation coefficient have been reversed
for ease of presentation and discussion of the data.




