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Abstract 

The United States government instituted ground-breaking programs in the wake of the 

Great Depression, some of which were mainly left to the states to implement. This autonomy led 

to large differences in the implementation and later recovery of these states. There currently 

exists a dearth of state level analysis of this period, which this paper aims to remedy. Through 

the investigation of Rhode Islands’ actions in the 1930’s in regards to recovery and federal 

programs, this paper establishes that individual state characteristics and actions have great 

impact on the states recovery. In Rhode Island, an unstable political climate led to inconsistent 

techniques in raising revenue and decreasing unemployment. Depending on the majority political 

party, either taxes were increased and federal funds were sought after or state independence and 

smaller government were pursued. In either case progress was slowed by constant argument in 

the state legislature. It is also shown, in a statistical analysis of the state, that public works loans 

and percent of foreign born state population had statistically significant negative effects on per 

capita state tax revenue, an important source of revenue for the state.  
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Introduction 

The 1930’s was a pivotal time in the history of the United States government. Large 

programs were being created in order to implement innovative new tactics to combat the Great 

Depression. Some of these programs were largely left to the states to put into effect. Thus, large 

differences occurred in the state’s reactions to the unstable economic time and its effects on the 

state’s citizens as well as to the increase in federal funds brought on by these large federal 

programs. Despite these extensive differences, not much research has been conducted at the state 

level during this time. Instead, the majority of research has occurred at the federal level.  

This paper aims to help remedy this lack of investigation at the state level by analyzing 

the state of Rhode Island and its actions during the 1930’s. Much like the rest of the United 

States during this time, Rhode Island was suffering greatly from the economic depression, with 

unemployment rates in the thirties in some parts of the state. However, unlike some other states, 

Rhode Island problems were compounded with unstable political changes as the state 

government changed hands between different political parties.  

This paper begins by weaving a narrative of this unstable political and economic climate 

and its effects on the state’s reactions to federal legislature. It describes the political changes 

during the decade and illustrates the state’s reactions to the New Deal programs, the end of 

prohibition, and the state’s taxation changes.  

The paper also considers another perspective of the situation by exploring the revenue 

and expenditure statistics of the state available during this time. By looking at the statistical data, 

a more concrete analysis can be made of the characteristics described in the narrative. In 
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addition, regression analysis is used on a panel data set of multiple states during the 1930’s to 

define the effects of specific variables on state revenues. 

Rhode Island’s State Government 

The 1930’s was an unstable time for Rhode Island politics. Up until this period Rhode 

Island’s state government was dominated by the Republican Party, which had held staunch 

control of the state since the 1850’s. But as the state suffered through the effects of the Great 

Depression and stunted markets of the 1930’s, so did the Republican Party, which saw the end of 

their era. The Democratic Party was able to make use of this difficult time to execute a 

government reorganization. In 1935 with the help of Governor Theodore Francis Green, Thomas 

P. McCoy of Pawtucket, and Lieutenant Governor Robert Emmet Quinn, the Democratic Party 

staged a government coup later known as the Bloodless Revolution of 1935. This left the 

Democrats in control of the state government. 

Since the 1850’s the Republican Party had held control of the majority of power in the 

state government. This was partially due to its strategic use of the political system established by 

the Constitution of 1843 (Conley 1986, 163-164). This document was originally created to 

prevent the old-stock industrialists and farmers from yielding to the city inhabitants, whose 

numbers continuously rose. It was used, however, by the Republican Party to check the power of 

the majority democratic urban working class. They made use of multiple constitutional checks to 

keep the state in their control. 

These checks included an unwieldly amendment process to discourage reform; a 

malapportioned senate which gave a legislative veto to small rural towns; the absence of 

procedures for calling a constitutional convention; as well as a succession of voting requirements 
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which previously required the owning of real estate and later included a property-tax-paying 

qualification until 1928 (Conley 1986, 164).   

The resulting Senate created by these severe limits on Democratic ability was severely 

malapportioned. Since each community was given a single vote, towns such as Jamestown with a 

population of 1,600 held the same influence as cities like Providence with over 250,000 residents 

(MacKay 2010, 1). In addition, it was very difficult for the poor and immigrant population to 

vote. This left the Republican Party comfortably in control of the Rhode Island government. 

James Quale Dealey a political reformer from Brown University agreed in 1928 that "the 

political effect of this [voting] limitation is to place the control of municipal government in the 

hands of the Republicans. The general vote which elects the mayor is usually Democratic in the 

five cities, but the property vote is strongly Republican. As the mayor has small powers in 

government, control over municipal affairs rests with the Republican organization. This 

limitation on municipal suffrage is a standing grievance on the part of Democratic, reform, and 

radical organizations and is pointed at as the only survival in the United States of the old 

fashioned, colonial property qualification."(Conley 1986, 164)  

On top of these limitations the Republican Party also enacted the Brayton Act. Created by 

General Charles Brayton, this statute placed all meaningful appointive power of state 

government office in the hands of the Senate. This left the governor position much less 

influential since the Republicans were fearful that a Democrat may happen upon the governor’s 

chair due to a split in the republican vote (Rhode Island History 1973, 91).  

Despite these checks the Democrats began to gain power in the 1930’s. The depressed 

economy and markets of Rhode Island led to discontent in the government (Democratic Hopes 
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up in Rhode Island 1932, E7). In 1934 the gubernatorial election welcomed Democratic 

candidate Theodore F. Green to the seat. Later, on January 1, 1935, the first day of a new 

General Assembly, a group of Democratic leaders including Governor Theodore Francis Green, 

Thomas P. McCoy, and Lieutenant Governor Robert Emmet Quinn, led a government coup 

known as the Bloodless Revolution. The revolution began with Lt. Governor Robert Quinn 

refusing to seat 2 Senate republicans, which gave the Democratic Party a majority of the senate 

seats. These senators were elected in contested races and after Quinn demanded recounts of the 

votes in both elections, both voting values appeared to favor the Democratic candidate (Nesi 

2013, 1). After this controversial move, the Democrats controlled the Senate, and with the help 

of policemen guarding the chamber doors barring the republican lawmakers from fleeing to deny 

Quinn a quorum, completely reorganized the state governmental system.  

After wrestling control of the state, “in a few hours--the Senate only took 12 minutes--” 

the Democrats replaced the entire state Supreme Court, eliminated more than 80 state boards and 

commissions in favor of a small number of departments, fired Republican appointees who had 

run state government, and repealed the Brayton Act, thus transferring appointment power back to 

the governor” (Rhode Island Democrats 1935, 22).  

The reception of this extreme take over by the rest of the United States was mixed. The 

New York Times seemed to agree with Green and Quinn’s tactics, as they had previously seen the 

Republicans methods of maintaining power as punitive and un-American (Rhode Island Blues 

1931, 16).  The Chicago Daily Tribune, in contrast, declared them to be unconstitutional, while 

its editor Colonel Robert McCormick demanded that one star cut out of the American flag as 

Rhode Island did not deserve to be in the union (Nesi 2013, 1).  
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As for the effectiveness of the Democratic takeover in bringing about long awaited 

changes, the revolution seems to be generally thought of as unsuccessful. At the outset, 

Democrats passed long neglected reforms. This included the creation of a greater minimum fair 

wage standard for women and minors in order to limit exploitation of workers, capping women 

and children’s work hours per week to forty-eight hours versus the previous fifty-four hour limit, 

passing an amendment to the workmen’s compensation act which detailed specifics of 

compensation requirements, and establishing unemployment insurance cooperating with the 

social security provisions specified by federal legislation (Session Laws 1936, 19-35, 565, 35-

53). Despite this, as the dust of the revolution began to settle, it appeared that they had failed to 

make long-term reforms promised during the Democrats’ campaigns such as their promise to call 

an open constitutional convention (Mackay 2010, 1).  

Future R.I. House Speaker Matthew Smith wrote in his 1973 edition of Rhode Island 

History that “the Democratic Party failed to capitalize on its revolution and institute the program 

of reform it had promoted for so long… Rhode Island’s ‘bloodless revolution of 1935’ was a 

profound step toward bringing the administration of state government into line with 20th-century 

standards. It provided the people of the state, for the first time, an open and responsive 

legislature able to act on a backlog of reforms gathering since the Progressive era. Unfortunately, 

the initial response of the Democratic Party to the challenge left something to be desired. [A] 

struggle over utilities reform split the party and promoted a patronage grab that deterred reform 

spirit. Failure to call a constitutional convention tarnished the entire proceedings, and the real 

victims were the people of Rhode Island.”(Smith 1973, 84). According to historian William 

McLoughlin, "It replaced one-party rule and party patronage by the Republicans for the same 

kind of single-party system by the Democrats." Thus, despite the amazing Democratic grab for 
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control, the power of state government was still in the hands of a patronage driven single body 

(MacKay 2010, 1).  

After the Democratic takeover of the state, the factionalism within the party escalated. 

This combined with the unfulfilled promise of a constitutional convention tainted the image of 

the Democratic Party (Conley 1986, 166). Another factor that contributed to a decrease in the 

Democratic Party’s strength was the embarrassing battle between Governor Quinn and a local 

race track owner Walter O’Hara, later named the “Race Track War.” At the time, O’Hara had 

been making large donations to the party and employing multiple state legislators in lucrative 

positions at his track. He used this influence to repeatedly lobby for more racing dates and less 

taxes on betting. Governor Quinn despised O’Hara’s influence on state government and when he 

came to office, he immediately increased surveillance of the race track.  O’Hara reacted by 

attacking Governor Quinn through the use of the two newspapers he owned. This back and forth 

of attacks culminated in Quinn declaring martial law around the Narragansett Race Track to 

prevent it from opening, thus winning the “Race Track War” for Quinn. Despite his victory the 

entire debacle was an embarrassment to the Democratic Party (Conley 1986, 206). 

In 1937 the national recession compounded the Rhode Island citizens’ unhappiness with 

the Democratic Party. This led to the Republican Party briefly returning to office in the form of 

Governor William H. Vanderbilt. Governor Vanderbilt came to office as a determined man of 

thirty-six, set on ridding Rhode Island of corruption. Unfortunately, through this pledge he 

eliminated any chance of his reelection. Firstly, when Governor Vanderbilt took office, despite 

the Republican Party holding the majority of the seats in the General Assembly, Republicans did 

not rally behind the new Republican governor. Old-line Republicans felt threated and refused to 

support Vanderbilt in his mission to “embark upon a thorough house cleaning in government” 
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(Mulligan 2007, 55). In 1939 the Broomhead Civil Service Act was introduced into the General 

Assembly, requiring all state employees to sit for a merit examination. Through the assistance of 

The Providence Journal, the civil service legislation passed in 1940, thus alienating Vanderbilt 

from the majority of the Republican Party (Mulligan 2007, 56).  

 In addition to the merit system laws, Governor Vanderbilt also pursued investigation of 

voter fraud, which led to his involvement in a wire-tapping scandal, culminating in the demise of 

his political career. Governor Vanderbilt was determined to charge Pawtucket mayor and city 

boss Thomas McCoy who had polled more ballots in some city districts than there were even 

registered voters (Conley 1986, 207). The governor authorized hiring a detective agency to 

investigate the voter fraud, gambling, and municipal corruption in Pawtucket. The agency placed 

listening devices in the homes of McCoy and Vanderbilt’s attorney general Louis Jackovny 

(Mulligan 2007, 53). A scandal resulted from these actions, which resulted in a sharp decline in 

the confidence of the Republican Party in Governor Vanderbilt. Thus, the Democratic Party 

quickly returned to the Governor position. Governor James Howard McGrath, a man 

instrumental in rallying public opinion against Vanderbilt during the wire-tapping scandal, was 

elected in 1940. 

This political commotion resulted in a much less effective government to deal with the 

depressed economy of the 1930’s and the influx of money from the New Deal. This was 

especially true before 1935 when the Democratic governor and the Republican senate were 

consistently at odds. The General Assembly of Rhode Island was known for ending its annual 

sessions in a gridlock and this decade saw “the worst in the memory of the oldest legislator” 

(Legislative Jam 1934, E6). Leaders of both parties spent days and days in conferences with the 
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Governor up until the last few days of legislation. Republicans were against working with 

democrats and thus deadlocks emerged hindering timely legislation (Rhode Island Tilt 1932, 3).  

In the end the Democrats had used this difficult time of the state to temporarily capture 

control of the state government, but in doing so did not follow through on their promises of 

revolutionary change. The disorder that erupted from the factionalism and uncooperative nature 

in each party led to gridlock and inefficient governance. The Democratic Party “instead of 

following up on its initial reform impulse with a program for long-promised constitutional 

change and badly needed social welfare legislation, newly empowered legislators matched their 

Republican predecessors by indulging in a wild scramble for patronage and power” (Smith 1973, 

78). Despite this, as McLoughlin went on to say, ``None could deny, however, that at least the 

state was run by its majority.'' 

Rhode Island: Prohibition and Alcohol Taxation 

The economic success at the turn of the twentieth century in Rhode Island encouraged an 

influx of immigrants, the likes of which had not been seen in the state (Table 1) (Conley 1986, 

161). These immigrants helped change the public opinion against prohibition, which in turn led 

to Rhode Island being one of only two states to not ratify the 18th amendment (Conley 1986, 

198). The “wet” majority of the state in combination with Rhode Island’s 400 miles of coastline 

made Rhode Island a hotbed of illegal activity and alcohol smuggling. This growing criminal 

class and obvious public opinion against prohibition were two large forces that led to Rhode 

Island signing bills in 1932 to end the state dry enforcement. In 1933 Rhode Island took 

advantage of the reversal of the 18th amendment and the sale of alcohol to raise government 

revenue. The state placed successive taxes on alcoholic products from 1933 onwards. 
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Foreign-Born Population of Rhode Island (Table 1) 

Year 

Foreign-Born 

Population 

Foreign-Born Percentage 

of Population 

1900 134,519 31.39 

1910 179,141 33.01 

1920 175,189 28.99 

1930 171,929 25.01 

1940 138,878 19.47 

 

As Rhode Island moved into the twentieth century its economy was booming. 

Providence, the state’s capital, was first in woolen production, third in manufacture of machinery 

and machine tools, and the jewelry capital of the nation (“The Age of Optimism” 2015). This 

economic success attracted a constant stream of immigrants. Between 1898 and 1932 Rhode 

Island welcomed 20,000 Portuguese, 54,975 Italian, 6,375 Armenian, along with Russian, Irish, 

and Polish immigrants (Conley 1986, 161). The immigration changed the face of the Rhode 

Island people, making Roman Catholics the religious majority over Protestants for the first time 

(Conley 1986, 162). This change had a significant effect on the public opinion of prohibition. 

The Catholic majority of Rhode Island took offence to prohibition which some viewed as a 

Protestant creation against the immigrant Catholic population (Krajicek 2008). Come 1918 and 

the creation of the 18th amendment, Rhode Island and Connecticut where the only two states not 

to ratify the prohibition law (Geake 2015).  

After the passage of national prohibition, speakeasies sprouted all across Rhode Island 

and with them so did widespread smuggling on all of the state’s shores (Geake 2015). Local 

Historian Mathias P. Harpin described the smuggling in his town of Jericho  
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“No matter how many raids were staged, nothing could stem the flow of ‘alky’ in Jericho. 

It came out of cellars, woodsheds, garages, privies, attics, barns, abandoned factories, 

chicken coops. It was delivered in five-gallon tins, wooden casks, glass jugs, kegs, and 

flasks. Jericho boasted that it was wide open. Prevailing conditions in the speakeasies of 

the region made a mockery of the old saloon days. Crowds poured into Jericho Friday 

and Saturday nights to break all records,” (Mathias 1976, 232). 

All this alcohol was partially provided by large smugglers who made use of the abundant 

coves and creeks nestled into Rhode Island’s shoreline. These smugglers included men such as 

Danny Walsh and Carl Rettich with ties to organized crime and links to Al Capone and other 

prominent gangsters. They owned speedboats decked with airplane engines and armor plating 

with New York telephone directories to protect themselves from machine-gun bullets. They 

would take these boats out to the twelve-mile limit, known as “Rum Row’ and meet ocean 

vessels to exchange goods.  Danny Walsh, a protégé of Charles Solomon, a legendary crime boss 

from Boston, became a distributor in the Northeast of high-quality Canadian alcohol. Walsh was 

able to travel 200 nautical miles up to the cities of Yarmouth and Nova Scotia and buy Canadian 

liquor for 65 cents a gallon. He would then return to the U.S. and sell the same alcohol for $7. 

One of these speedboats could then deliver 1,000 gallons of booze 40 miles across the sound to 

Montauk. (Geake 2015) 

This increasing crime and illegal activity did not go unnoticed. The Coast Gourd set up 

multiple operations to catch these smuggling vessels. These actions eventually culminated in the 

capture of one of the most successful smuggling boats of the time, the Black Duck, owned by 

Rettich in December 1929. A gun battle ended in the deaths of all people aboard the Black Duck 

except for the pilot. While this may have been seen as a success against illegal smuggling, the 
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people of Rhode Island were outraged by the violence on their shores (Geake 2015). Groups such 

as the Women’s Organization for National Reform (WONPR) called for the repeal of the 

eighteenth amendment stating it “increased lawlessness, hypocrisy and corruption.” The Rhode 

Island branch of the Association Against the Prohibition Amendment (AAPA) agreed. The 

AAPA stated that “by its unpopularity and impracticality it was not only bringing all law into 

contempt and disrepute but also making law breaking a past time—something for the average 

citizen to brag about” (Gilkeson 1986, 333-334). 

Ever since the passage of the prohibition amendment in 1919, efforts had been 

continuously made to repeal these dry laws. In 1931 legislation was introduced to end Rhode 

Island’s enforcement of the law and create new liquor control provisions. In 1932 Governor Case 

signed the liquor bills, thus ending the Sherwood act, the State’s enforcement law, and creating 

provisions permitting the possession, manufacture, and transportation of liquor for personal use, 

so far as state officers were concerned (“3.75 per cent beer legal” 1932, 2). Governor Case 

declared that the wet referendum was “so decisive that there [was] no doubt as to the opinion of a 

large majority of our voters on this momentous question.” He also urged Congress to address the 

question of prohibition on a national scale so “that Rhode Island shall not become a dumping 

ground for the disorderly or criminal class because of the technical hindrances to the prosecution 

of those who violate the laws of the land as they for the time exist” (“Move in two states to 

repeal dry laws” 1931, 25).  

In 1933 the 21st amendment was ratified, thus ending prohibition at the federal level and 

allowing for the taxation of Alcoholic beverages in the state. In Rhode Island the referendum that 

preceded the ratification of the 21st amendment voted against prohibition 150,289 to 20,926 

(Conley 1986, 198). The session laws of 1933 created a system of licensing, including 
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Manufacturer’s Licenses that allowed the holder to establish and operate a brewery, distillery, or 

winery at the rate of $1000 dollars a year, Wholesale Licenses authorized the holder to keep for 

sale beverages at wholesale at their location at the rate of $500 per year, while Retailer’s 

Licenses, ranging from class A to class G depending on the location, allowed the holder to sell 

specific alcoholic beverages for a fee of $10-$400 per year.  

The laws also included an outline for the creation of a bi-partisan commission called the 

Alcoholic Beverage Commission. This commission was authorized to make rules and regulations 

regarding licensing. It was also in charge of the general supervision of the business of 

manufacturing, importing, exporting, storing, transporting, keeping for sale and selling 

beverages. Each city was given the option of whether or not to issue this alcoholic beverage 

licenses, presented in the form of a ballot.  

In addition, the Board of Tax Commissioners assessed a tax of one dollar on every thirty-

one gallons on all beverages manufactured for sale in the state with 0.5 percent alcohol or more. 

(Session Laws 1933, 32-73). In 1934 these taxes were extended to the following: still wines were 

taxed $0.20 per gallon, sparkling wines $0.25 per gallon, whiskey, rum, gin, cordials and other 

beverages consisting in whole or in part of alcohol which is the product of distillation $0.50 per 

gallon, brandy spirits $0.70 per gallon, ethyl alcohol to be used for beverage purposes $1.00 per 

gallon, and ethyl alcohol to be used for non-beverage purposes $0.05 per gallon (Session Laws 

1934, 39-63). 

In 1935 Rhode Island collected more than half a million dollars in the receipts and taxes 

on the manufacture of these beverages (Treasurer Report 1935, 10). This rose to more than 

$800,000 the following year (Treasurer Report 1936, 10). These revenues constituted about five 

percent of the state’s total receipts. In the four years after the repeal of prohibition the 
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government had collected over $9,635,156 in liquor taxes from Rhode Island (“Illinois Leads 

States in Liquor Tax Payments” 1937, 39). 

Rhode Island’s Industries and Unemployment 

In the 1930’s Rhode Island was the most highly industrialized state in the union (Rhode 

Island a Guide 1937, 74). By 1933 the number of persons occupied by the industries in Rhode 

Island was 134 per thousand of the entire population whereas the average for the country was 49 

per thousand. Rhode Island’s main industries during this time included textiles, metal trading, 

jewelry and silverware, and rubber goods. Unfortunately, due to the Great Depression and other 

characteristics of the industrial setting of the 1930’s, these industries saw drastic declines, 

resulting in a large increase in unemployment in the state. In the early 1930’s, the governor was 

reluctant to seek help from the federal government and thus, along with the General Assembly, 

devised his own plan of unemployment relief.  

The state of Rhode Island in the late nineteenth and early twentieth century experienced a 

booming economy. The state was the most industrialized in the union, with 151,462 people out 

of the total working population of 297,072, constituting more than 50%, engaged in industry. 

Rhode Island also led in per capita wealth produced by the manufacturing process; in 1933 the 

state saw $243 per person while to the country at a large experienced $118 per person. The main 

industries included textiles, which constituted 57% of the workers in Dec 1935, metal trades, 

which represented 14%, jewelry and silverware with 10%, and lastly rubber goods with 3% 

(Rhode Island a Guide 1937, 74).  

Textiles, which represented the largest portion of the state economy, had been 

experiencing declines in employment even before the Great Depression, as cotton manufacturing 

jobs had begun to move down South (Conley, 188). This hardship was then exacerbated by the 
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Great Depression. Rhode Island, which ranked sixth in cotton manufacture, suffered greatly from 

this combination of job migration and economic distress. In 1922, there were only 70% as many 

persons employed in the Rhode Island cotton industry as in 1899 and later after partial recovery 

had been achieved, only three quarters of the number of persons employed in the cotton industry 

in 1899 were employed in 1937. Other sectors of textile manufacturing also saw marked declines 

between 1930 and 1935, including rayon and silk (Rhode Island a Guide 1937, 74-75).  

Along with the textile industry, the jewelry and silverware manufacturing industries 

greatly suffered. Providence, which was seen as the jewelry center of the world, experienced 

extreme unemployment levels as jewelry was a luxury item few consumers could afford during 

the economic crisis (Sterne 2003, 245). 

Lastly, metal trades, the second largest industry of Rhode Island, had been a big 

employer in large cities and most extensively in Providence. It had also experienced a steady 

decline from 1929 to 1932. Since then the industry began to rise until 1936, although it was little 

above the 1930 level (Rhode Island a Guide 1937, 77). 

 These noticeable declines in leading industries led to high unemployment rates across 

the state. In a total working population of 297,000 there were 97,000 unemployed in April 1932. 

In Providence, the state’s capital and home to more than a third of the Rhode Island’s population, 

the unemployment rate rose to 32% in 1932 (Sterne 2003, 245). In all industries, the total of 

wage earners fell. The average annual decline between 1919 and 1923 was 1,250. And from 

1923 to 1929 it was 1,430. Meanwhile there had been no substantial migration of workers from 

the state (Rhode Island Plans 1932, E6). The worst situation took place in Blackstone Valley and 

in Bristol County with half the industrial population out of work.  
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In 1932 a conference in Rhode Island on unemployment and relief canvassed the 

situation, creating an extensive report of the level of suffering. The conference estimated that 

70,000 families had only a single worker employed and that 14,500 families dependent on a 

single wage earner suffered from lack of wages. It also saw that there were 24,000 unemployed 

women. They also made a point of emphasizing the white-collar workers who had lost their jobs. 

According to their survey, about 5,000 office workers, engineers, and other of like occupations 

were among the unemployed. “The economic loss suffered by society when college graduates or 

trained engineers are used on road work or other laboring jobs is tremendous” and this “in spite 

of the fact that many of them are willing to perform such labor in order to provide for their 

families” (Rhode Island Plans 1932, E6). 

In reaction to this unemployment crisis, Rhode Island chose first to not to seek federal 

help in dealing with its unduly problem. Instead it chose to share joint responsibility for the crisis 

between communities and the state. Governor Normal S. Case contacted President Hoover and 

advised him that “Rhode Island would deal with its own unemployment problem by the use of its 

own money and the application of sound business principals”, stating that “Rhode Island will 

provide for its own.” (Rhode Island will Care 1931, E5).  

Thus, Governor Chase called a special session in November 1931 and the state created a 

system in which cities and towns would borrow from the state treasury according to their 

unemployment relief need (Session Laws November 1931 Special Session, 3-12). The decision 

of relief need was made by an unpaid state unemployment relief commission comprised of the 

Bank Commissioner, the Chairman of the Board of Tax Commissioners and the State Treasurer. 

The municipalities would then give notes for their loans bearing 3% interest to fall due at the end 

of the following fiscal year, June 30, 1933. The cities were urged to borrow up to one third of 
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their assessed valuation; thus, Providence’s limit would be $649,000, Pawtucket’s would be 

$155,000, and Newport’s would be $82,000. The combined total borrowings were limited to 

$1,500,000. Beneficiaries were to earn their relief payments by work done at wages fixed not to 

exceed $15 a week. If no work was available, relief was to be rendered in grants of fuel, food, 

shelter and other necessities at rates of not more than a dollar a day for each applicant or 50 cents 

for each dependent and not to exceed $15 a week for each family (Rhode Island will Care 1931 

E5). 

In order to pay for these loans, each town was given the opportunity before June 15 1932, 

to vote on whether to enact multiple taxes to raise funds for repayment. These included an 

additional intangible personal property tax at the rate of fifty cents for each one hundred dollars 

of assessed valuation, an “admission” tax of one cent for each ten cents of the amount paid for 

admission to any place, including admission by season ticket or subscription, a tax on meals 

equivalent to 10% of the amount paid for every meal served to a member of the public in any 

hotel, restaurant, or like public place to be paid by the person paying for such meal, a tax on 

telephone exchange services upon the amount billed and paid five cents were the base rate is $3 

or less and 10 cents where the base rate is more to be paid by the person paying for such service, 

a gas furnished tax of five cents where the amount so paid is over $3 to be paid by the person 

paying such city gas, and lastly a tax on electricity furnished of five cents where the amount so 

paid is $3 or less and ten cents where the amount paid is over $3 paid by the person paying for 

the electricity (Session Laws 1932, 201-215). 

Despite this commission and the allowance of the institution of multiple taxes in 1933 the 

high unemployment rate persisted, and an assessment of $6,600,000 and perhaps $4,000,000 was 

said to be needed to care for the state’s unemployed and their families in the following year. Still 
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Rhode Island would not go to the Reconstruction Finance Corporation for money to meet its 

need during this crisis (Rhode Island Plans 1932, E6). Instead the General Assembly reacted 

during their 1933 session by passing “the emergency unemployment relief act of 1933”, which 

declared a state of emergency and made appropriations for the relief and prevention of suffering 

due to unemployment. The sum of $3,000,000 was appropriated from money made available by 

the issue of bonds and placed in an “unemployment relief fund.” $2,500,000 of this sum was 

apportioned to towns and cities meeting certain criteria (Session Laws 1933, 1-27). This state of 

emergency was then extended in the succeeding year and an additional $1,000,000 was 

appropriated to the fund from the sale of state bonds (Session Laws 1934, 1-22).  Later at a 

special session held in June of 1934 another $1,000,000 in sales of bonds was appropriated for 

unemployment relief in the form of the “Third Unemployment Relief Loan”. This was once 

again extended in 1935 in the form of the “fourth unemployment relief loan” adding an 

additional $3,000,000 (Session Laws 1935, 76-150).  

Later in 1936, the Unemployment Compensation act was passed which provided for the 

accumulation of a fund to assist in protecting the public against ill effects of unemployment. This 

fund was paid into by federal moneys allotted to the state by the federal Social Security Board 

and other agencies, as well as .9% of the employer’s total payroll for each period (Session Laws 

1936, 235-274). After the contributions had been made for two years unemployed people were 

able to collect benefits if they become unemployed and eligible, at the rate of 50% of their full-

time weekly wage with maximum of $15 per week to minimum of $7.50 per week. 

Rhode Island was quick to analyze its problematic situation and act on its own accord. 

The state did not wait for funds to be given to them from the federal government. While they did 

receive $890,933 in federal unemployment relief by 1933, they were not interested in going to 
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the federal government to meet their needs during their period of crisis ($5,111,271 Granted for 

Aid to States 1933, 6). Out of the states in the New England area, Rhode Island received some of 

the smallest amounts in federal grants (Graph 1). As the New York Times put it “The forehanded 

manner in which Rhode Island prepared for possible emergencies is distinctly credible. There is 

no disposition to wait for something to turn up. The idea is to be ready for the worst. If better 

fortune does befall the State will be so much to be good.” (Rhode Island Plans 1932, E6). 

 
(Graph 1) 
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his term (Graph 2). In 1932, Green backed Franklin D. Roosevelt and when he came to office in 

the subsequent year he worked with fellow Democrats to create his own “little New Deal” in 

Rhode Island (Conley, 1986 204). This meant implementing the New Deal programs within 

Rhode Island through sizable-labor job-relief plans, far-reaching labor legislation, and important 

public works programs. His actions required collaboration with the Public Works Administration 

and later the Works Progress Administration which was conducted through the Emergency 

Public Works Commission. 

 

(Graph 2) 
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with and assist the proper agencies of the federal government in the matter of federal aid projects 

in the state under the National Industrial Recovery Act and to have general control and 

supervision of such projects.  

By the January session of the General Assembly in 1934 they had already compiled a list 

of 23 projects approved by the EPWC and by the state advisory board for Rhode Island of the 

Federal Emergency Administration of Public Works. These projects included construction and 

equipping of hospital buildings, dormitory buildings, construction of elevated water tanks and 

domestic water and fire lines, installation of boiler and steam service extensions, etc. (Session 

Laws January 1934 4-13). All together these projects submitted in 1934 had an estimated cost of 

$2,622,000 after the deduction of expected grants from the federal government.  

In the June special session of 1934, the “Public Works Loan of 1934” was passed 

(Session Laws June Session 1934 1-6) in the amount of $2,622,000 through either the issue of 

state bonds or the state guaranty of bonds for the payment for all public works projects. This was 

for the aforementioned cost of all said projects after deducting the expected grants from the 

federal government for said projects. These proceeds were then deposited in the “Emergency 

Public Works Fund”.  

In May of 1935 the general assembly passed another loan to fund public works projects 

in the state entitled the “Public Works Loan of 1935 (Session Laws May Session 1935, 214-221). 

This once again provided for the issuance of state bonds to the aggregate amount of the estimated 

cost to the state of new projects after deducting expected grants from the federal government. In 

this case the total amounted to $5,624,000. These loans paid for the construction of state hospital 

buildings, state infirmary buildings, veterans’ home repairs, as well as airport hangar 

construction.  
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According to “The Final Report of the WPA program” this cooperation between the state 

and federal agencies resulted in 106,090,935 hours worked by persons employed on projects 

operated by the WPA as well as $53,777,562 earned by persons employed on projects operated 

by the WPA (Final Report on the WPA Program 1935-1943, 1946 pp110-115, 120). In addition, 

the WPA employed more than 10,000 people in Rhode Island for the majority of its existence, 

peaking at 17,144 in the summer of 1938. Through these programs $60,061,837 of WPA funds 

was expended in Rhode Island. 

This money and labor went to the construction and repair of many sites in Rhode Island 

which can still be found today. These include the creation and improvement of 671 miles of 

highways, 35 bridges, and 220 schools (Final Report on the WPA Program 1935-1943, 1946 

135). Along with these construction projects, which were similarly seen throughout many states 

in the US at the time, Rhode Island also took this occasion to fix some social problems within the 

state.  

Rhode Island Democrats, who had recently gained a majority in 1935, used this 

opportunity to undertake social reform in the form of construction of social institutions. The 

Governors Thomas F. Green and Robert E. Quinn spent a large amount of state revenue and 

federal Public Works Administration funds to expand and modernize the state’s social institution 

facilities. Between 1935 and 1938 eighteen buildings were constructed for the State Hospital for 

Mental Disease (now the Institute for Mental Health). In addition, three new buildings were 

erected for the state infirmary and three more for the Sockanosset School for wayward boys 

(Conley, 1986, 202). Building programs were also undertaken at the Howard complex in 

Cranston, the Dr. U. E. Zambarano Memorial Hospital in Burrillville, the Dr. Joseph H. Ladd 

Center in Exeter, and the veterans’ home in Bristol. Along with these health and welfare 
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buildings came legislative programs for the sick and underprivileged. Together, according to 

Howard medical superintendent Dr. Henry A. Jones, these efforts brought the end to “the darks 

days of social welfare” in Rhode Island (Conley, 1986 202). 

Along with the application of public works programs in coordination with the federal 

government, Rhode Island also instituted reforms in accordance with the Social Security Act of 

August 1935. Previous to the passing of the Social Security Act, Rhode Island had already been 

providing assistance to the mothers of dependent children since 1923 and the blind and crippled 

since 1930 (Session Laws 1923, 173, Session Laws 1930 390, Session Laws 1935 37). Aid to 

persons of old age had also began to be provided by a law passed earlier that year in January 

1935. In July, the first week of open applications for old age pensions, several hundreds of 

people had applied for old age assistance for the first time in the state of Rhode Island (Nana 

New York times 1935). These applications for relief overwhelmed the relatively small 

appropriation of $200,000 and the Rhode Island government was forced to focus attention to 

those residents over the age of 70 despite the 65-year-old requirement. Thus, Rhode Island was 

happy to reform its structure and regulations in order to gain federal funds to assist in their social 

welfare appropriations.  

In the January session of 1936 the General Assembly passed laws to reform these 

regulations to comply with the federal Social Security Act. These reforms included the institution 

of unemployment compensation, which provided between $7.50 to $15.00 per week to those 

unemployed who qualified for benefits. The reforms also included the creation of a specific 

bureau for the blind which conformed to the provisions of title X (Session Laws 1936, 62, 235-

274).  
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In a special session held in December 1936 a specific division was created under the 

Department of Welfare, entitled the Division of Social Security, which housed the Bureau of Aid 

to Dependent Children, the Bureau of Old Age Security, and the Bureau of Children’s Care. For 

each bureau, there was created a deputy chief position whose objective was to cooperate with the 

Federal Social Security Act (Session Laws December 1936, 1-11). The deputy chief of the 

Bureau of Children’s Care supervised the placement of children and supervised the state home 

and school, while the deputy in charge of old age security established the amount of aid to be 

given to those aged persons who had qualified for assistance and the deputy of aid to dependent 

children constructed the rules and regulations for establishing the amount of assistance given for 

any dependent child. The old age assistance was limited to a maximum of $30 per week while 

the aid for dependent children and child care was established on a case by case basis so that the 

amount would be sufficient when added to all other income and support to provide such child 

with a reasonable subsistence. This was originally instituted with no set maximum. 

In 1936, Rhode Island received $69,235.16 in federal grant money for old age security in 

addition to $621,729.97 given for the 1934 Public Works Projects and $303,258.61 given for the 

1935 Public Works Projects. This increased in 1937 to $370,210.05 for old age security and 

$160,694 for 1934 Public Works Projects and $1,578,952.05 for 1935 Public Works Projects, as 

well as $73,675.31 for aid to dependent children. After 1937 the values of federal grants for 

social welfare continued to rise while the grants for public works dwindled (General Treasury 

Reports 1936 10, 1937 10, 1938 10, 1939 10).  
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Rhode Island and the Gas Tax 

 Rhode Island was one of the last states to pass its gas tax law in the January session of the 

General Assembly in 1925 (Session Laws 1925 234-237). This occurred after 43 states had 

previously passed a similar gas tax law. Despite its relatively modest rate of one cent per gallon, 

compared to the five cents per gallon rate in South Carolina and 4 cents per gallon rate in 

Arkansas at the same time, Rhode Island collected a large portion of its revenue from this tax 

(Table 2) (Gas Tax Diverted to Other Uses 1925, 12, Treasury Reports 1930 4, 1932 4). At the 

time of its creation all moneys collected under this law were appropriated to be expended by the 

State Board of Public Roads for construction of roads and for the construction, reparation, and 

reconstruction of bridges as a part of the state highway system (Session Laws 1925 234-237). 

Percentage or State Revenue from Gas Tax (Not Including Federal Grants) Table 2. 

 

Percent of State 

Revenue from Gas Tax 

1931 16.21 

1932 16.72 

1933 15.21 

1934 33.22 

1935 15.47 

1936 30.85 

1937 14.46 

1938 17.15 

1939 19.56 

1940 13.12 
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In 1927 this was changed so that half of the sum of the moneys collected were credited to 

a special account for payments of interest and sinking fund requirements on outstanding state 

highway bonds and bridge construction loan bonds. Any sum left after fulfilling these 

requirements was to be placed back in the hands of the State Board of Public Roads for the 

construction and reconstruction of bridges and roads (Session Laws 1927 210-215). Along with 

these changes came a rise in the motor fuel tax from one cent to two cents per gallon, which was 

more similar to the rest of the states at the time (Session Laws 1925 210-215, Gas Tax Diverted 

to Other Uses 1925 12).  

Despite the increase in the tax rate seen in 1927, the early 1930’s saw no increase in the 

gas tax rate, regardless of the fact that the state was experiencing some of the worst rates of 

unemployment in its history. Governor Norman S Case explained this lack of tax changes in his 

address to the General Assembly during the emergency General Assembly session in November 

1931. According to the Governor, an increase in the gasoline tax rate was carefully considered, 

but there was a serious difficulty in allocating the funds properly, as up to this point all moneys 

paid under this law have been appropriated to the State Board of Public Roads and to the 

payment of interest and sinking funds for highway bonds. Case also considered the fact that at 

this time automobile users, through motor vehicle registration and licensing as well as the gas 

tax, were already paying more than 34% of the total state revenue (November 1931 Special 

Session, 25-28). Governor Case concluded that “Owing however to the near approach of winter 

and the need of making available immediate relief … in spite of the fact I was anxious to have 

suitable tax legislation enacted to support the plan at the time it was put into effect, I feel it is 

inadvisable at this time to impose any taxes in support of this plan. I believe it would be very 
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difficult to pass any intricate tax legislation at this session and the discussion upon the kind of 

taxes to be imposed might delay immediate relief,” (November 1931 Special Session 26). 

Use of gas tax funds to relieve unemployment and economic hardship in Rhode Island 

did not take place until the next year in 1932 and was later encouraged by the new Democratic 

governor, Theodore Francis Green, in 1933. Up until 1932 Rhode Island held strongly to the 

principle that all moneys collected from automobile users, both by registration and licensing fees 

and by gasoline taxes, should be used exclusively for construction and reconstruction of roads 

and highways bridges (Gas Tax May Aid Rhode Island Idle 1933 11A). Governor Green 

however recommended use of this revenue to fund unemployment relief, as the State Board of 

Public Roads was experiencing a $3,500,000 surplus at that time (Relief Big Issue in Rhode 

Island 1933 E6). Due to the acute issues of unemployment, a total of $1,000,000 was taken from 

the State Board of Public Roads in 1932 and loaned to the towns and cities for the purposes of 

unemployment relief.  

When Governor Theodore Green took office in January 1933, he recommended that more 

previously-collected gasoline taxes be diverted from the control of the State Board of Public 

Roads to the general treasury and that all future gasoline taxes be employed for general purposes 

instead of just for road and bridges (Theodore Francis Green 1963 147). These suggestions were 

met with wide-spread protest. The recommendations to transfer gasoline taxes were attacked by 

the State Board of Public Roads as well as state contractors. The Automobile Club of Rhode 

Island also denounced Governor Green’s plan, stirring the creation of an organization called the 

Rhode Island Highway Taxpayers’ Association to combat the plan. The association was 

comprised of many road builders and contractors afraid of losing work due to the diversion of 

funds (Theodore Francis Green 1963, 148). The Highway Taxpayers’ Association recommended 
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that a general sales tax be imposed as an alternative to using the gas tax for unemployment relief. 

Governor Green responded to the attack “by declaring it to be his opinion business men of the 

state would rather see gasoline taxes diverted to unemployment relief than to have an additional 

$2,000,000 collected from them by means of taxation” (Gas Tax May Aid Rhode Island Idle 

1933, 11A).  

Along with those protesters were also proponents of the diversion plan that argued: 

“Rhode Island already has an excellent system of trunk line and secondary highways—many of 

them of four lane concrete construction—and the building of additional roads might well be 

suspended temporarily, particularly for such a purpose as relieving unemployment distress” (Gas 

Tax May Aid Rhode Island Idle 1933, 11A). In the end a compromise was struck, resulting in the 

payment of the state bond for unemployment relief by amortizing it over five years out of funds 

raised from gasoline taxes during that period. Thus, no immediate diversion of gasoline taxes 

was made (Theodore Francis Green 1963 153). 

 A transfer of funds took place in 1934, as Rhode Island faced a one-million-dollar deficit 

in the state budget. Thus, in the General Assembly session of 1934, $500,000 was authorized to 

be transferred from the general highway fund to the general fund of the state for the general 

purposes of the state. This was only a loan, however, and was later repaid by August 1934 

(General Assembly Session 1934, 36-37). 

The next substantial changes to the gas tax came with Governor Robert E Quinn. In 1937 

Governor Quinn passed his own “little New Deal”, despite furious resistance in the Senate 

(Court Silent As Dictator Rules in Rhode Island 1937 3). The program included a one cent 

increase in the gas tax, forced through the Senate over majority opposition. This Senate 

opposition, made up of 21 Republicans, attempted unsuccessfully to obtain call votes and 
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considerations of amendments. One of the duties of the Supreme Court was to render advisory 

opinions on these sorts of legislative controversies. Thus, afterwards the Senate went on to 

petition the Supreme Court with the records of the proceedings asking for an opinion on 

Governor Quinn’s actions. The Supreme Court stated that nothing could be done (General 

Assembly Session 1937, 140-143). 

Consequently, in the 1937 General Assembly session the gasoline tax was raised to three 

cents per gallon. In 1938 the question of maintaining the additional one cent tax on gasoline was 

brought up in the House along with bills addressing corporate and income taxes. This fiscal 

program created by Governor Robert E. Quinn resulted in an upset group of Republicans and 

culminated in physical violence and the need for police intervention (Legislators Swing Fists 

1938, p33). After eleven hours of discussion the Speaker of the House, James H. Kiernan, 

refused further arguing by Republicans and passed the maintained gas tax along with corporate 

and income tax bills. The income tax bill was ultimately killed a few weeks later, but at the time 

Republicans were not given the chance to argue the tax measures (Rhode Island Legislators Quit 

1938, p2). Ultimately, Sheriffs were brought in to seize Republican representatives and force 

them to their chairs thus arousing other Republicans to react physically. The New York Times 

reported that “for a few minutes fists swung wildly” on the House floor (Legislators Swing Fists 

1938, 33). 

In the same year, a change to the location of the deposited funds was made so that 

unemployment relief could be partially funded permanently by the gasoline tax. One third of all 

moneys paid to the general treasury under the provisions of the gasoline tax law were expended 

exclusively for unemployment relief (General Assembly Session 1938, 247). 
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In 1938 Governor Robert E Quinn lost the race for his second term in the gubernatorial 

seat to Governor William H. Vanderbilt. At the time of Governor Vanderbilt’s inauguration, the 

state faced a $2,500,000 deficit and Vanderbilt focused his first year in office on overcoming this 

obstacle (Rhode Island Evens Budget 1939, E7). However, despite this deficit the gas tax rate 

was not changed. Instead the governor’s plan of action was to slightly change taxation, by 

levying taxes on tobacco and cigarettes, and more importantly limit state employees. By 1939 

20% of state employees had been fired, dropping the total from 4,000 to 3,000 salaries supported 

by taxation (Drop 1,000 From Rhode Island’s State Pay Roll 1939, 13). This allowed the 

Governor to leave the gas tax rate at three cents per gallon, as the gas tax was already the state’s 

largest source of revenue. Through these actions, Governor Vanderbilt wiped out all deficiencies 

and reduced expenses in the coming year by $1,250,000. This was achieved without the increase 

of gas taxes and without the institution of an income tax, both measures important to the State 

which housed many wealthy families, including Governor Vanderbilt’s own household (Rhode 

Island Evens Budget 1939, E7). 
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Thus the 1930’s came to an end without any increase in gas-taxation despite state 

deficits. While gas tax revenue was the largest source of revenue for Rhode Island, its use in 

combating economic hardship in the state was limited. Both Governors Norman S Case and 

William H Vanderbilt felt it better to avoid further taxation on automobile users who already 

bore a majority of the state revenue. While Governor Theodore F Green was able to find a 

compromise in slowly using funds to relieve unemployment. Finally, Governor Robert E Quinn 

brutishly forced a one cent increase in gasoline taxes through the Senate, in a manner described 

by the Chicago Daily Tribute as dictatorial (Court Silent as Dictator Rules in Rhode Island 1937, 

p3).    

A Statistical Comparison of Rhode Island 

 While these narratives shed light on what reactions occurred within the state of Rhode 

Island, it is important to realize that this depression was experienced across the country to 

different degrees. Significant information can be gleaned by comparing Rhode Island’s situation 

and actions to surrounding states, specifically the New England region, to see the relative effects 

of the great depression and reactions by each individual state. 

 To begin, each state took different approaches to lobbying for and making use of federal 

grants. As discussed previously, Rhode Island chose to act on its own accord, especially in the 

first half of the 1930’s, and did not wait for federal grants to arrive. Thus, the state has some of 

the lowest levels of per capita total federal grants (Graph 4). That being said, all of the New 

England states followed the same general trend, increasing federal grants received until 1936 and 

then again in 1939.  
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(Graph 4) 

 Another interesting statistic across the region is per capita auto registrations. Automobiles 

at this time could be seen as a luxury and thus these registration figures can be viewed as a 

wealth indicator in each state. An increase in auto registrations signals an increase in overall 

wealth in the state and effectiveness of actions in the state to combat the Great Depression.  
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As can be seen in Graph 5, all New England states followed the same trend, decreasing from 

1930 to 1933 and then increasing from then onwards. Rhode Island and Connecticut, however, 

are unique in that they begin the decade with the lowest per capita auto registration rates in the 

region and then end the decade with the highest rates. This could indicate that their reactions to 

the economic problems of the time were more effective at recovering wealth among the residents 

of the state. 

 Two factors which were very important contributors to the political climate in Rhode 

Island were the percent of foreign born residents in the state, whose demographics changed 

political sentiment, and the percent urban population, which reflected the unequal representation 

in the state government. Because these contributed largely to the political atmosphere and thus 

the actions taken to alleviate economic distress, it is interesting to see if other states in the area 

had similar demographics. In both these categories Rhode Island had the highest percentages in 

the region (Graphs 6 and 7). These may be reasons why Rhode Island was also one of the states 

which experienced the most changes in majority party control.  
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 Lastly, we’ve discussed how Rhode Island made use of public works grants and loans to 

increase employment and alleviate economic distress within the state. While other states in New 

England had a similar idea, taking out public works loans in the same time period as Rhode 

Island, Rhode Island’s per capita public works loan value is almost twice as large as any other 

state.  

 

 

Regression Analysis 

 Another way to assess the effectiveness of the different actions taken by each state is to 

run a regression on the effects of different state characteristics on tax revenue. A large part of the 

strategy to combat the effects of the Great Depression across all states was to make changes to 

tax policy. Thus, it is informative to look at the data for per capita state tax revenue for each state 

to see the relative effectiveness of certain variables in impacting said revenue.  
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Two variables which seem to clearly have influenced tax revenue are income per capita 

and federal grants per capita. During this time, many states adopted an income tax, meaning per 

capita state income would have a direct effect on tax revenue. In addition, many states received 

large amounts of funding from the federal government during this period. These increased funds 

could affect tax revenue through multiple channels including sales, income, and gas taxes. 

Through state data during this period both of these variables are investigated to see if significant 

statistical evidence can inform these predictions. 

 Based on the research conducted on the economic and political climate in Rhode Island 

other less apparent variables have been chosen which are suspected to have a significant impact 

on tax revenue. These variables include number of auto registrations per capita, percent of 

residents born abroad, whether the governor of the state was a Democrat, the percent of residents 

living in urban areas, and the per capita amount of public works loans. 

 To assess the impact of these variables multiple regression analyses are conducted with 

the dependent variable per capita state tax revenue in 1967 dollars. The model being tested in 

order to observe the impact of these variables is as follows: 

𝑃. 𝐶. 𝑆𝑡. 𝑇𝑎𝑥 𝑅𝑒𝑣. = 𝛽0 + 𝛽1𝑃. 𝐶. 𝑆𝑡. 𝐼𝑛𝑐𝑜𝑚𝑒 + 𝛽2𝑃. 𝐶. 𝐹𝑒𝑑. 𝐺𝑟𝑎𝑛𝑡𝑠 + 𝛽3𝑃. 𝐶. 𝐴𝑢𝑡𝑜𝑅𝑒𝑔. + 𝛽4𝑃𝑒𝑟𝑐𝑒𝑛𝑡𝐹𝑜𝑟𝑒𝑖𝑔𝑛𝐵𝑜𝑟𝑛

+ 𝛽5𝐷𝑒𝑚. 𝐺𝑜𝑣𝑒𝑟𝑛𝑜𝑟 + 𝛽6𝑃𝑒𝑟𝑐𝑒𝑛𝑡𝑈𝑟𝑏𝑎𝑛 + 𝛽7𝑃. 𝐶. 𝑃𝑢𝑏𝑙𝑖𝑐 𝑊𝑜𝑟𝑘𝑠 𝐿𝑜𝑎𝑛𝑠 + 𝜀𝑖    

In the model 𝛽0 equals the vertical intercept while  𝜀𝑖 is the error term. All values are calculated 

in per capita 1967 dollars if applicable. The model is first run without any fixed effects and then 

later with state fixed effects, which take in to consideration constant characteristics in each state, 

and then with state and year fixed effects, which compensate for large shocks to the overall 

economy. The regression is conducted in these steps to see how incorporating the fixed effects 
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change the effect of each variable. These values along with their respective P-values are recorded 

in Table 3. The P-values allow us to see how statistically reliable our results are.  

 w/o fixed 
effects 

 With state 
fixed effects 

 With state 
and year 
fixed effects 

 

 Coefficient P-value Coefficient P-value Coefficient P-Value 

Income Per 
Capita 

0.0059 .772 0.0062 .901 0.0554 0.391 

Federal 
Grants Per 
Capita 

0.1999 0.015** -0.0038 .973 0.1316 0.470 

Auto 
Registration 

224.29 .013** 378.72 .406 768.68 .193 

Percent 
Foreign 
Born 

-1.79 .114 -16.32 .011** -26.52 .024** 

Democratic 
Governor 

-6.75 .373 -4.21 .658 -10.30 .395 

Percent 
Urban 

.56 .186 12.42 .008*** 10.87 .125 

Public 
works loans 

-2.90 .040** -4.65 .006*** -3.74 .045** 

(Table 3) 

Income Per Capita 

 An increase in income per capita is believed to increase state tax revenue. Increases in 

income lead to increases in income taxes and sales taxes, in those states which have imposed 

such tax laws. In addition, increased income can increase property taxes and gasoline taxes 

through relevant purchases.  

The first regression resulted in a coefficient of 0.0059, meaning that a one dollar per 

capita rise in income will increase per capita state tax revenue by 0.0059 dollars. This value is 

however statistically insignificant with a p-value of 0.772. Thus, it is not conclusive that the 

income per capita has an effect on state tax revenue. 



38 
 

 When state fixed effects are included, compensating for state time invariant 

characteristics, the coefficient rises slightly to 0.0062. When the year fixed effects are included 

taking into consideration large shocks to the overall economy, this rises again to 0.054. The p-

values of these coefficients are .901 and 0.391 respectively, and thus neither value is statistically 

significant and no conclusive statement can be drawn, although it seems per capita income does 

have a slight positive effect on per capita state tax revenue. This corroborates the original 

assumptions of the variable. 

Per Capita Federal Grants 

 Per capita federal grants is also predicted to have a positive effect on per capita state tax 

revenue. Federal grants can be spent on multiple programs, such as highway and public work 

construction, which increase consumption and income, leading to increases in tax revenue. Thus, 

positive coefficients are assumed in all regressions. 

 Without any fixed effects, the regression results in a coefficient of 0.20. Therefore, a one-

dollar increase in federal grants per capita will result in a 0.20 dollar increase in per capita tax 

revenue. This value is statistically significant at the 95% confidence level.  

 When state fixed effects are introduced in the model and then year fixed effects as well as 

state fixed effects, controlling for state characteristics differing between states and macro level 

shocks, the coefficient becomes -0.0038 and then 0.1316 respectively. Thus, it seems that the 

original value was picking up some time invariant differences across states and larger economic 

shocks. The state fixed effects model resulted in a p-value 0.973. When both fixed effects are 

included the p-value drops to 0.470. In both cases, it cannot be concluded that the federal grants 

have any effect on the state tax revenue. 
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Per Capita Auto Registration 

 It is predicted that an increase in auto registration will increase per capita state tax 

revenue. This is due to the gas tax, which increased in most states during this time. As auto 

registrations increase more automobiles are used and thus more gas is bought to run the vehicles. 

This will increase the revenue from the gas tax and the auto registration fees meaning the per 

capita state tax revenue will increase. Auto Registration is also a good indicator of wealth since 

personal transportation such as cars can be seen as a luxury at this time. Thus, if auto registration 

is increasing it is plausible that overall wealth for the state residents is increasing. So, the per 

capita state tax revenue will rise as well. 

The regression returned a coefficient of 224.29, meaning an increase of one auto 

registration per capita will increase per capita state tax revenue by $224.29. This is statistically 

significant at the 2% level and thus supports the predicted effect. 

After incorporating the state fixed effects, compensating for fixed characteristics of each 

state, the coefficient became 378.72.  Thus, the effect was still positive but now stronger, 

meaning the effect of increasing auto registration has a larger effect of increasing per capita state 

tax revenue. Unfortunately, the coefficient is no longer statistically significant with a P-value of 

.406. 

After incorporating both the state fixed effects and year dummy variables, hence 

accounting for not only constant characteristics within states but also large macro level shocks to 

the economy, the coefficient is 768.68. This variable seems to have a larger effect than 

previously assumed. It is still not statistically significant however, with a P-value of 0.193. 
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Foreign Born Population 

 Next the variable Percent Foreign Born is considered. An increase in percentage foreign 

born is predicted to have an ambiguous effect on per capita state tax revenue. On one hand, any 

changes in the percentage of residents born abroad shows a change in emigration and thus an 

increase in the variable means an increase in emigration to the state. This could signal an 

optimistic view of the economy leading to more spending and thus more tax revenue. On the 

other hand, an increase in foreign born residents means an increase in the unskilled workers with 

low paying jobs. These jobs provide a smaller amount in taxes and thus could lower the per 

capita state tax revenue. 

The coefficient for percent foreign born was -1.79, meaning that a one percent increase in 

foreign born residents in the state would decrease the per capita state tax revenue by $1.79. This 

most likely means that the effect of increase in low paying lobs from a greater percentage of 

foreign born residents on per capita state tax revenue was larger and thus over shadowed any 

effect an optimistic view of the economy may have had on consumer spending and taxation. This 

value is only statistically significant at the 12% level and thus it cannot be said for certain 

whether percent foreign born has an effect on per capita state tax revenue. 

 When running the regression with the state fixed effects which held constant any effect of 

static characteristics of the states, the coefficient became -16.32, meaning the effect of the 

foreign-born population had an even larger negative effect on per capita tax revenue. This value 

is statistically significant with a P-value of 0.011. 

 After including the state and year fixed effects the coefficient grew larger once again to -

26.52 with a statistically significant P-value of 0.024. This means that once fixed state features 
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and national shocks are accounted for the percentage of foreign born residents has a large 

negative effect on per capita tax revenue. 

Democratic Governor 

In Rhode Island the Democrats were more willing to increase taxes, thus the predicted 

effect of a democratic governor in office is that it will increase per capita state tax revenue 

through the increase in tax rates. A democratic governor also signifies a change in political 

opinion in the state which may affect other variables such as cooperation with the federal 

government, which would in turn effect federal aid. A democratic governor would theoretically 

be more inclined to work with Roosevelt which could increase assistance at the federal level.  

 The coefficient for a democratic governor is -6.75, meaning the effect of having a 

democratic governor in office is to decrease per capita state tax revenue by $6.75. This is once 

again the opposite of the predicted effect. This may be due to many factors which are correlated 

with a democratic governor and it may be possible that a democratic governor is not very 

impactful unless they are paired with a democratic majority house and senate. This value is not 

statistically significant, its P-value is .373, so there is no conclusive evidence that the political 

party of the governor has any effect on per capita state tax revenue. 

 When accounting for state fixed effects this coefficient becomes -4.21 and is even less 

statistically significant with a P-value of .658. After including both state fixed effects and year 

effects the coefficient becomes larger, -10.30, signifying that the effect of a democratic governor 

has a big negative effect on per capita state tax revenue. However, this value remains statistically 

insignificant with a P-value of 0.395. 
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Urban Population 

The movement of state citizens from rural to urban locations is predicted to increase tax 

revenue. This is due to the fact that higher paying jobs are found in cities and these create higher 

tax revenue through taxes associated with income.   

 The regression resulted in a 0.56 coefficient for percent urban, meaning that a one percent 

increase in urban residents in the state would result in a per capita increase of state tax revenue of 

$0.56. This is what was expected, however the value itself has a P-value of 0.186 and is thus not 

strong enough to conclude a decisive effect of urban population on the per capita state tax 

revenue.  

 When holding constant effects of different static state features, the coefficient becomes 

12.42. Thus, it seems that the percent of residents living in urban areas does have a significant 

economic effect on tax revenue. This value is also statistically significant with a P-value of 

0.008. After including both state and year effects the coefficient remains economically 

significant at a value of 10.87, however it is no longer statistically significant as its P-value rises 

to 0.125. 

Per Capita Federal Public Works Loans 

The loans from federal agencies for public works had the effect of increasing 

employment and thus transportation. This would increase the funds from the gas tax and auto 

registration. It also would encourage the states to raise more tax revenue in order to pay back the 

federal loans. Therefore, this variable is predicted to have a positive effect on per capita state tax 

revenue. 
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 The regression resulted in a negative coefficient, -2.90, meaning that an increase of one 

dollar in per capita real federal work loans resulted in a decrease of $2.90 in per capita state tax 

revenue. This is the opposite of what was expected. This could be due to the fact that these loans 

had the effect of crowding out the states own borrowing and tax collection. The coefficient is 

statistically significant at the 0.04 level and thus it can be said with some certainty that federal 

public works loans did have a negative effect on per capita state tax revenue. 

 After including the state fixed effects, the coefficient for federal public works loans 

becomes more negative at -4.65 and remains statistically significant with a P-value of 0.006. 

This becomes less negative at -3.74 when accounting for both state and year effects, but is still 

statistically significant at 0.045. Thus, it appears that federal public works loans had a negative 

effect on per capita state tax revenue. 

Conclusion 

As the most industrialized state in the US in the 1930’s, Rhode Island suffered 

significantly due to the Great Depression, with high unemployment and dwindling revenue. In 

addition, the state experienced a large amount of political unrest as the state government changed 

hands multiple times between the Republican and Democratic Parties, creating unproductive 

sessions and animated debates.  

Despite these facts, the state government was still able to make great strides in its 

recovery. First the state made use of its own funds and surplus by instituting a plan of loaning 

state funds to local municipalities. Later the strategy changed to cooperating with the New Deal 

programs and creating Rhode Island’s own New Deal like legislation.  

 While opinion changed largely depending on the governor and party in control, Rhode 

Island remained an industrial state with low tax rates and no income tax, thus maintaining its 
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status as a refuge for wealthy families. They were able to keep these rates low through the use of 

new revenue sources and emerged from the 1930’s nearly fully recovered.   
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