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Abstract

Disparities in state and local government spending are key drivers of spatial inequality
in social outcomes, including economic mobility. Yet beyond spending levels, the fiscal
centralization of state and local governments—that is, the relative role of higher- versus lower-
level governments in taxing, spending, and public employment—also differs substantially,
traceable to place-specific founding circumstances and path dependent historical trajectories.
In this study, we ask, in more centralized fiscal systems, is there less spatial inequality in the
economic mobility outcomes of low-income children? To answer this, we construct a novel
Fiscal Centralization Index for each state and each county using data from the U.S. Census
of Governments. We then use place-based estimates of intergenerational economic mobility,
provided by Opportunity Insights, to measure cross-census-tract variation in the mobility
outcomes of children within each state and each county. We find that more centralized fiscal
structures exhibit less spatial inequality in the economic mobility outcomes of low-income
children, and this is driven by improving outcomes in lower-performing census tracts. Our
findings motivate the fiscal sociology of place as a framework for revealing how historically
conditioned fiscal systems are implicated in the production of place-based inequalities, with
the potential to generate new insights and policy interventions.
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A map displaying the intergenerational eco-
nomic mobility outcomes of low-income chil-
dren in the United States affirms an emergent
social science consensus: place matters.
Where individuals live, and where they grow
up, has a causal effect on outcomes over the
life course, from educational achievement
and attainment to labor market performance
and household formation to the likelihood of
incarceration and early mortality (Chetty,
Hendren, and Katz 2016; Edin, Shaefer, and
Nelson 2023; Gieryn 2000; Lobao 2004;
Michener 2018; Montez et al. 2020; Reardon
and Owens 2014; Sampson 2019; Sharkey
2008; Sharkey and Faber 2014). What accounts

for this powerful effect of place? Beyond
concentrated disadvantage (Massey and Den-
ton 1993; Wilson 1987, 1997), scholars often
point to differences in state and local govern-
ment policy—including expenditures on
education, health, and social welfare—as a
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primary driver of place-based differences in
social outcomes (see, e.g., Lobao 2016;
Lobao et al. 2012; Massey 1990). Equitizing
local public sectors is therefore key to miti-
gating the effect of place on life chances.

The United States, like other federal
systems, has three tiers of government—
federal, state, and local—each with over-
lapping responsibilities for financing and
instantiating the public sector. In the U.S.
context, the local tier is further fragmented
into myriad, semi-nested agglomerations of
county, municipal, and district governments,
each with specific fiscal roles, authorities,
and obligations. Taxes can only be levied on
income, property, and consumption within
jurisdictional borders, so the fiscal capacity of
subnational (i.e., state and local) governments
differs widely—and is a primary driver of
disparities in government spending (Gordon,
Auxier, and Iselin 2016). In such federated
fiscal systems, there are two ways to offset
differences in local fiscal capacity and the
resulting inequities in government services
(see Buchanan 1950; Highsmith 2019, 2020;
Liscow 2017). The first is through fiscal
redistribution, whereby the central or higher-
level government provides revenue transfers
to lower governments to offset disparities in
taxable wealth and social need. The second
is through fiscal centralization, whereby the
central or higher-level government performs
the bulk of fiscal policy-making and service
delivery, rendering lower-level governments
less consequential.

The United States is a notable outlier on
fiscal redistribution: it is the only rich fed-
eral democracy without an explicit policy to
equalize fiscal resources across states (Béland
and Lecours 2014). Governments in wealthy
states such as New York, California, and Mas-
sachusetts routinely receive more dollars per
capita from the federal government than do
governments in poorer states like Alabama or
Kansas (McCabe 2017; Stark 2009). Within
states, however, there is typically some effort
to equalize resources across local govern-
ments, particularly to reduce inequities in
K-12 education spending funded via local

property taxes (Hoxby 2001). In the past
three decades, 26 states adopted more than
67 school finance reforms, most expressly
designed to redistribute resources to poorer
districts (Shores, Candeleria, and Kabourek
2019). A growing body of research finds
redistributing public funds to poorer places
improves social outcomes; for example, Biasi
(2023) finds higher K—12 spending induced
by school finance reforms improved the
upward mobility outcomes of low-income
children residing in poorer school districts
(see also Jackson, Johnson, and Persico 2016;
Rauscher and Shen 2022).

On fiscal centralization, at the national
level the United States is relatively decentral-
ized, with Washington performing only about
60 percent of total government spending,
on par with other federal democracies such
as Canada, Germany, and Australia. At the
subnational level, the centralization of U.S.
state and local governments varies consider-
ably. This variation is not the result of con-
temporary politics or fiscal policymaking;
indeed, unlike redistribution, centralization is
rarely an explicit target of policymakers and
changes little over time. The centralization
of state and local governments is instead a
byproduct of history: the cumulative result of
place-specific, path-dependent negotiations
over the relative fiscal role of state versus
county versus city versus district govern-
ments evolving from initial configurations
codified in state constitutions and city found-
ing documents adopted a century ago or more.

Fiscal redistribution and fiscal centraliza-
tion are two distinct ways to mitigate the
inequalities inherent to place-based systems
of public finance. Both do so by breaking the
link between the wealth or poverty of a given
place and the fiscal capacity or potential of
its local public sector. Yet despite substantial
empirical work detailing the impact of fiscal
redistribution on spatial variation in social
outcomes at the U.S. state and local levels, the
potential equalizing effect of fiscal centraliza-
tion has received markedly less consideration.

In this study, we ask: In more central-
ized fiscal systems, is there less spatial
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inequality in the economic mobility outcomes
of low-income children? We examine this
with data from Opportunity Insights, who
use administrative tax records to generate
census-tract-level estimates of the intergen-
erational economic mobility outcomes of
children raised in households at the same
(p25) income level. For each state and each
county, we construct the cross-census-tract
coefficient of variation (CoV) in mobility
outcomes observed for this cohort, who share
the same birth timing, parental income level,
and state or county of residence. A larger CoV
reflects more place-based variation or spatial
inequality in the mobility outcomes of low-
income children.

We operationalize fiscal centralization
for each state and each county via a novel
index that combines three measures: total
expenditure centralization, own-source rev-
enue centralization, and public employment
centralization. Expenditure centralization
captures the level at which public money
is disbursed. Own-source revenue centraliza-
tion, by contrast, captures the level at which
money is collected—as the government that
collects the money typically has control over
its uses, own-source revenue is often taken as
a measure of a government’s fiscal autonomy
or power. Public employment centralization
captures the level of government primarily
responsible for the delivery of public ser-
vices. These measures are correlated across
states and across counties, but each captures a
theoretically distinct conceptualization of how
the work of government is distributed hierar-
chically, and in turn suggests different ways
through which centralization may yield less
place-based inequality in social outcomes.

We find that in more centralized fiscal
systems there is less spatial inequality in the
economic mobility outcomes of low-income
children. Notably, we show this association
holds descriptively at both the state and local
levels, and in the latter case is robust to a
host of economic, demographic, and fiscal
covariates, including the levels of per capita
government spending, revenues, and public
employment, as well as the spatial patterning

of household income and poverty. In our fully
specified model, we estimate that a one stand-
ard deviation increase in county-area fiscal
centralization is associated with 10 percent
of a standard deviation less spatial inequal-
ity in the economic mobility outcomes of
low-income children. In secondary analyses,
we show centralization reduces spatial ine-
quality by leveling up the worst-performing
tracts, with no effect on mobility outcomes in
the best-performing tracts—consistent with
research showing the effect of government
spending on social outcomes is larger in
more disadvantaged communities (see, e.g.,
Rauscher and Shen 2022). By improving out-
comes in the worst-performing areas, fiscal
centralization also mechanically results in
a higher mean or overall mobility level in a
county area.

We show the inverse association between
fiscal centralization and spatial inequality is
not confounded by the structure of K-12
education finance and is robust to a bat-
tery of sensitivity analyses. We also show
the association is substantively unchanged
if we restrict our measure of spatial ine-
quality to the mobility outcomes of low-
income white males, providing assurance this
association is not confounded by the spatial
patterning of structural racism (or sexism)
or racial residential segregation. In a final
step, we disaggregate our index to consider
the relative performance of each underly-
ing measure of centralization in accounting
for spatial inequality in mobility outcomes.
We find that both expenditure centralization
and own-source revenue centralization—but
not employment centralization—are inde-
pendently and consistently associated with
spatial inequality in economic mobility. This
suggests it is not just the centralization of
government spending, but the centralization
of fiscal power and authority, that yields less
place-based variation in the mobility out-
comes of low-income children.

Our study makes several contributions.
This is, to our knowledge, the first study to
examine how the centralization of subnational
fiscal systems affects place-based variation in
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social outcomes. That more centralized fis-
cal systems exhibit less spatial inequality in
economic mobility outcomes reveals how the
location of fiscal action in the hierarchy of
subnational governance shapes the effect of
place on life chances. In doing so, our study
demonstrates how historically conditioned
aspects of local fiscal structures—that long
predate contemporary differences in local
economies, demographics, and politics—are
implicated in the spatial patterning of social
outcomes we see today. In the Discussion sec-
tion, we use this study to motivate the fiscal
sociology of place as an essential project for
the New Fiscal Sociology (Martin, Mehrotra,
and Prasad 2009), as sociological scholarship
on taxation and inequality typically focuses
on disparities between people, not places (see
Martin and Prasad 2014; but see also Man-
duca, Highsmith, and Waggoner 2024; Mar-
tin 2019; Martin and Beck 2017). We argue
for a sociological approach to the study of
place-based finance that is distinct: focused
less on abstract notions of how fiscal systems
could or should work, which pervades the
study of public finance in allied disciplines,
and instead focuses on how the complex fis-
cal systems we inherit from history intersect
with the economic, demographic, and politi-
cal forces of the present to produce unequal
outcomes between people and places.

CENTRALIZATION OF U.S.
FEDERAL, STATE, AND LOCAL
GOVERNMENTS

In most countries, responsibility for the pub-
lic sector is divided between multiple tiers
or layers of government. A two-tier system
divides responsibilities between a national
government and local governments; other
countries, including most federal democra-
cies, use a three-tier model, allocating public-
sector duties to state or provincial jurisdictions
in addition to national and local governments.
Across the OECD (and beyond), there is sub-
stantial cross-national variation in the alloca-
tion of fiscal powers and obligations across

these different tiers of government. Fiscal
centralization is one way to measure the rela-
tive role each layer of government plays in
the essential task of financing and instantiat-
ing the public sector.

Broadly, fiscal centralization refers to the
fraction of fiscal activity that takes place at
the higher level of governance (see Kim,
Lotz, and Blochliger 2013). The most com-
mon measure is the degree of expenditure
centralization, that is, the fraction of total
government spending performed by the cen-
tral government. It can also be operational-
ized using revenues, that is, the fraction of
own-source government revenues collected
by the central government, or the centraliza-
tion of public employment.

The United States has a comparatively
decentralized fiscal structure, with about 40
percent of total government spending (and
over 45 percent of non-defense spending)
in 2017 being performed by state and local
governments. Here the United States stands
alongside other federal democracies, such as
Canada, Switzerland, Australia, and Germany,
in relying heavily on subnational governments
to finance and implement the public sector.
By contrast, the fiscal role of subnational
governments in France, Ireland, the UK, and
the southern European nations is compara-
tively small, performing less than one-fifth
of total government spending. These stark
cross-national differences in fiscal structure
reflect their disparate historical trajectories as
nation-states. For example, famously central-
ized France has long been administered top-
down from Paris, whereas the decentralized
German state emerged in the late nineteenth
century via the federation of many princely
kingdoms (see Panizza 1999).

In addition to its relative decentraliza-
tion, the United States is notable for having
remarkable heterogeneity in the fiscal struc-
ture of its subnational governments. U.S.
states are fiscally sovereign. This means, for
one, that states have full authority to tax and
spend within their borders, limited only by
self-imposed constraints (e.g., a clause in the
Florida state constitution that bars income
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Figure 1. Expenditure Centralization of U.S. States (2017)
Source: Authors’ calculations, 2017 U.S. Census of Governments.

taxation) that are within the state’s authority
to change or overcome. Fiscal sovereignty
also means states have full control over the
creation and organization of local jurisdic-
tions within their borders, as well as the allo-
cation (or prohibition) of tax and spending
powers, roles, and obligations between them.
The 50 states vary markedly in the num-
ber, type, and nesting of local governments,
including general-purpose governments such
as counties, cities, towns, and townships,
as well as school districts and other special
purpose districts, designated to finance ser-
vices ranging from police and fire protection
to water and electricity, to public cemeteries.
Consider Iowa and Nevada: in 2019, both
states had a population of just over 3 million
residents, yet the state of Nevada has 35 local
general-purpose governments, compared to
1,042 in Iowa, despite lowa’s physical terri-
tory being half the size of Nevada. Cross-state
variation in the number of special taxing dis-
tricts is starker still (Berry 2009): the state of
Ilinois contains over 4,000 such special dis-
tricts, whereas North Carolina contains only
318 (Maciag 2019; for more on local gov-
ernment fragmentation, see Goodman 2015,
2019; Hendrick, Jimenez, and Lal 2011).

The result is that each state has a unique
and particular fiscal structure. This is evi-
denced, in part, by the substantial cross-state
variation in fiscal centralization. Figure 1
uses data from the U.S. Census of Govern-
ments to map expenditure centralization in
each of the 50 states in 2017. This measure
is simply the fraction of total state and local
government spending performed by the state
government. Across the 50 states, we see
wide variation in expenditure centralization,
with the state government performing less
than half of total government spending in
Nebraska compared to about three-quarters in
Hawaii and West Virginia.

Unlike states, local governments are not
fiscally sovereign; their fiscal authorities
(e.g., use of revenue instruments like income
or sales tax) and responsibilities (e.g., for
financing police or roads) can be abridged
or expanded, pursuant to state-specific pro-
cedures for doing so. In fact, states have the
legal authority to create or destroy fiscal
jurisdictions, for example, cities, towns, or
school districts. The result is that even within
states, there is often substantial variation in
the relative role of counties, cities, towns, and
districts in raising and spending public dollars
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Figure 2. Expenditure Centralization of U.S. County Areas (2017)
Source: Authors’ calculations, 2017 U.S. Census of Governments.

and delivering public services. Here, too,
centralization provides one useful descriptive
metric of the local fiscal structure.

Figure 2 displays the fraction of total local
government spending in each county per-
formed by the county government, which is
typically the local government at the highest
level of spatial aggregation. Here again we see
clear differences across states. For example,
local governance in Virginia, North Carolina,
and Tennessee—states that have historically
empowered county governments—is rela-
tively centralized, particularly compared to
the southern New England states that eschew
county government entirely and vest all local
policymaking in cities and towns. There is
also substantial variation within states, as
county governments share responsibilities to
different extents with more granular fiscal
jurisdictions (cities, towns, special districts).

Variation in expenditure centralization
does not map on to contemporary political
cleavages, that is, there is no discernable pat-
tern across red (Republican) and blue (Demo-
cratic) states or localities. Nor is there a clear
distinction between urban and rural locales
or systematic variation as a function of local

economic structure, such as the presence of
manufacturing or the intensity of agricul-
ture. What, then, explains this variation in
the degree of expenditure centralization, both
within and between states?

FISCAL CENTRALIZATION:
ORIGINS AND PERSISTENCE

Why are some fiscal structures more central-
ized than others? In a comparative analysis,
Panizza (1999:120) concludes “that history is
very important” in explaining cross-national
variation in fiscal centralization. In evaluating
accounts for why some U.S. states are more
centralized than others, Stonecash (1988:82)
similarly emphasizes “that state histories, tra-
ditions, and responses to unique events” have
more explanatory power than economic or
political characteristics: Hawaii’s relatively
centralized fiscal structure can be traced back
to its “heritage of a royal kingdom in which
all power was held by the king,” whereas the
“New England states are relatively decen-
tralized because of a long tradition of local
autonomy.” Cross-state differences in central-
ization today are the result of place-specific
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histories of fiscal governance, with the largest
structural changes occurring in the aftermath
of the Civil War and during the Great Depres-
sion (see Coen-Pirani and Wooley 2018).

To illustrate how path dependent histories
drive the disparate fiscal centralization levels
we observe today, consider the neighboring
states of Arkansas and Tennessee. As Figure 1
demonstrates, Arkansas has a relatively cen-
tralized fiscal structure, with the state govern-
ment performing the bulk of public spending.
Tennessee, by contrast, has a decentralized
system, with local jurisdictions, particularly
county governments, playing a greater fiscal
role. How did neighboring states come to
have such disparate fiscal structures?

Founding stories reveal the fiscal govern-
ance structure of these two states differed
from the very start. Tennessee’s history begins
before the Revolutionary War, when settlers
on the western edge of British colonial Amer-
ica formed what became known as the Wash-
ington District (later Washington County) and
petitioned Virginia (unsuccessfully) and North
Carolina (successfully) for annexation (Laska
1975, 1990). In a bid to reduce its revolution-
ary war debts, North Carolina would soon
cede these lands back to the federal govern-
ment, setting this collection of counties on
its own path to statehood in 1796. Whereas
Tennessee was founded and grew through
the incorporation and annexation of coun-
ties, Arkansas’ origins are quite different: the
land was acquired as part of the Louisiana
purchase in 1803 (after stints under Span-
ish and later French administration) and was
organized and administered as a territory until
its admittance into the Union as a slave state
in 1836, four decades after its neighbor to
the east. Put simply, the fact that Tennessee
has a relatively decentralized fiscal structure
with fiscally important county governments,
whereas neighboring Arkansas has a relatively
centralized structure with a fiscally powerful
state government, is traceable to policy deci-
sions made more than two centuries ago.

The constitutional history of these neigh-
boring states reveals how these initial dif-
ferences became reified over time. Having
seceded in 1861, both states drafted new

constitutions after the Civil War as a require-
ment for re-admittance to the Union. Arkan-
sas adopted a new constitution in 1868 and
then again in 1874 (Goss 2011); Tennessee in
1870 (Laska 1990). Although drafted in the
same historical moment, the documents dif-
fer in many important respects, including the
amendment process, which was made consid-
erably harder in Tennessee than in Arkansas.
This, coupled with the extreme detail of the
Arkansas constitution, led Arkansans to view
the constitution as a place to enshrine law
and turned the amendment process into a
battlefield for fights over the allocation of
fiscal powers and obligations across jurisdic-
tions. In the nearly 150 years since ratifi-
cation, 169 constitutional amendments have
been proposed to the Arkansas Constitution,
with 77 ultimately adopted (Goss 2011:15).
Tennessee’s constitution, in contrast, would
set a record for going the longest period
unamended; by the time Tennessee adopted
its first amendment in 1953 (Laska 1975),
Arkansas had already adopted 42 amend-
ments and rejected many others.

Strict limits on the property tax rates set
by county and municipal governments were
among the first amendments to the Arkansas
state constitution. Whereas Arkansas was an
early leader in restricting local property taxes,
Tennessee would enter the twenty-first cen-
tury as one of only a handful of states without
any type of state limit on property taxation
(see Paquin 2015). That Arkansas was an early
mover in restricting local government use of
the property tax whereas Tennessee enacted
no such restrictions served to reinforce and
entrench differences in their fiscal structure.

As this brief comparative historical anal-
ysis reveals, the different fiscal structures
Arkansans and Tennesseans inhabit today are
the cumulative result of contingent, place-
specific histories unfolding over time. The
particular fiscal structures of these two states,
or of the other 48, should therefore not be
readily ascribed to the preferences of today’s
residents. This historical lens undermines a
key assumption of the Tiebout (1956) model,
dominant in the study of public finance,
which holds that residence in a place should
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be taken as a resident’s “revealed preference”
in favor of that place’s tax and spending
policies. If not, the Tiebout model holds,
residents would vote to change the system or
“vote with their feet” by moving to another
jurisdiction. Yet, as sociologists have long
recognized, place is typically not chosen, but
instead assigned by birth or the vicissitudes of
human social life (Dahl and Sorenson 2010;
Speare, Kobrin, and Kingkade 1982). People
move for reasons of family or work or love,
rarely with the explicit motivation of finding
a more desirable fiscal structure (even among
the wealthy, see Young 2017; Young et al.
2016). Residents today inhabit fiscal struc-
tures built by generations past, wherein citi-
zens and policymakers engage in incremental
battles over taxing and spending within the
broad contours of the system they inherited.

The upshot of this path dependence is
that while fiscal centralization is not fixed
over time it is rather sticky. Figure 3 presents
scatter plots comparing expenditure centrali-
zation in 1977 and 2017 for all U.S. states
(left) and counties (right). We see a close
correspondence between the two time periods
at both levels of governance, with correlation
coefficients of 0.83 for states and 0.93 for
counties. The persistence of centralization
is remarkable given the tremendous social
and economic change of the past four dec-
ades, most notably the increasing inequality
between households and between places (see
Ganong and Shoag 2017; Manduca 2019). As
Schumpeter ([1918] 1991:111) argued, the
tax state is “shot through with elements of the
past,” and its structure determines not only
the scope and nature of politics, but also the
nature of inequality across places.

FISCAL CENTRALIZATION
AND PLACE EFFECTS:
THEORY AND MEASURES

Prior research in economics and political sci-
ence has considered how fiscal centralization
affects national economic growth rates and
the degree of economic inequality between

subnational regions. This comparative, cross-
national work hypothesized that countries
with more decentralized fiscal systems would
tend to exhibit greater economic inequality
between regions and, by extension, between
households (Bosch and Espasa 2010; Dragu
and Rodden 2011; Neyapti 2006; Oates 1968,
1999; Prud’homme 1995; Rodden 2010;
Yeung 2009). Recent empirical work has
challenged this expectation, finding decen-
tralized systems actually facilitate regional
economic convergence (Canaleta, Arzoz, and
Garate 2004; Qian and Weingast 1997; Wein-
gast 1995), thereby reducing inequality across
households (Sepulveda and Martinez-Vazquez
2011; Sorens 2014). Yet Beramendi (2003,
2007, 2012) suggests the causal arrow may
work in the other direction, arguing countries
with more regional economic inequality were
more likely to adopt decentralized systems in
the first place (see also Kyriacou, Muinelo-
Gallo, and Roca-Sagalés 2017). Overall, the
cross-national scope of this literature makes
it difficult to disentangle the effect of central-
ization from other aspects of policy and eco-
nomic context, such as political institutions,
welfare state generosity, economic growth,
and political capacity.

In this study, we take a different approach.
Instead of focusing on variation in fiscal
centralization between countries, we exam-
ine variation across systems within a sin-
gle country. This enables us to isolate the
effect of centralization from myriad potential
confounders inherent to analyses of nation-
states. We also depart from research exam-
ining regional economic con(di)vergence to
instead consider whether and to what extent
centralization shapes the overall degree of
spatial inequality or variation in the effect of
place on life chances. We hypothesize that
place-based differences will be lower in more
centralized fiscal systems, that is, centralized
systems will exhibit less spatial inequality in
social outcomes.

Testing this proposition requires a measure
of spatial inequality that does not conflate
compositional features of a place with the
effect of the place itself. When comparing any
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two places (e.g., states or cities or counties or
school districts), analysts typically consider
similarity and difference on a range of eco-
nomic (e.g., poverty and unemployment rates,
median household income) and demographic
(e.g., age distribution, percentage Black resi-
dents) characteristics. These measures provide
a useful basis for comparing the composition
of places. But compositional differences are
not necessarily the result of place-based or
place-specific social processes. That is, we
cannot take the fact that community A has
more poor residents than community B as
evidence that community A—its institutions
(e.g., schools), labor markets, social policies,
or built environment—impoverishes its resi-
dents more than community B. Compositional
differences between places can result simply
from patterns of migration and settlement,
both historic and contemporary, as well as
through the varied effects of large-scale mac-
roeconomic change, for example, the decline
of manufacturing and the rise of the informa-
tion economy, that makes some places poor
and others rich.

Uncovering the effect of place requires us
to compare how life outcomes differ among
similar individuals exposed to different con-
texts. One way is through experiments, such as
the well-known Moving to Opportunity Study
(Sampson 2008), wherein households were
randomly chosen to receive housing vouch-
ers, some with the stipulation they move to
lower-poverty neighborhoods. Evidence indi-
cates the children exposed to better contexts
went on to achieve greater educational attain-
ment and higher earnings than their otherwise
similar peers who remained in high-poverty
communities (Chetty et al. 2016). “Natural”
experiments, such as displacement follow-
ing a natural disaster (e.g., Schnake-Mahl
et al. 2020), can also be leveraged to examine
the causal effect of place on outcomes over
the life course, as can “quasi-experimental”
methods—including propensity score match-
ing, instrumental variables, and regression
discontinuity designs—that are frequently
used to overcome selection and composition
biases to recover the effect of place.

Our approach is to measure the extent
to which individuals’ outcomes differ across
census tracts within a state or county area.
We do so with data from Opportunity Insights
(OI), who use population-level, administra-
tive tax data on household income to estimate
the predicted adult intergenerational eco-
nomic mobility outcomes of children from
the same birth cohort and raised by parents
at the same percentile of household income.
The OI mobility estimates are, to our knowl-
edge, the only population-based estimates of
a social outcome available at the census-
tract level that conditions on both age and
income (and can be further conditioned on
race and sex, as we examine in our robust-
ness checks)—thus offering a more effective
way to disentangle the effect of place from
the demographic composition of place than
is typically feasible with observational data.'
Measuring cross-census tract variation in the
predicted mobility outcomes of comparable
children captures the overall degree of spatial
inequality within a state or within a county in
the effect of place on life chances.

Our motivating hypothesis is that in more
centralized fiscal systems, there will be less
variation in the effect of place on life chances
and therefore less spatial inequality in eco-
nomic mobility. That is, we expect to find
economic mobility outcomes to be more
similar across places in centralized systems
and to be more different across places in
decentralized systems. Why? We theorize that
fiscal centralization reduces spatial inequal-
ity by leveling up the worst-performing cen-
sus tracts in a county area. The reasoning
is straightforward: in decentralized county
areas, the boundaries of local fiscal juris-
dictions reinforce place-based differences in
social need and taxable wealth; some towns
will have high poverty and low fiscal capac-
ity, whereas others will have low poverty and
high fiscal capacity. By contrast, in central-
ized county areas, the bulk of government
spending and services are performed by the
county government, permitting resources to
be extracted from wealthy areas and targeted
to areas with high social need. This, coupled
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with research showing the effect of govern-
ment spending on social outcomes is greater
for low-income people and places (e.g., Biasi
2021; Rauscher and Shen 2022), suggests
centralization will reduce spatial inequality
in social outcomes specifically by leveling up
the lowest-performing areas. If our hypoth-
esis is correct, centralization should mechani-
cally yield a higher mean or overall mobility
level in a county area.

To further build our intuition, let us con-
sider the three ways fiscal centralization is
operationalized in the literature and how each
suggests distinct pathways through which
greater centralization should yield less spa-
tial inequality in social outcomes overall. All
three paths should dampen spatial inequality
by enhancing outcomes in the worst-performing
places.

Total Expenditure Centralization

This is measured as the fraction of total gov-
ernment spending performed by the central
or higher-level government. As noted earlier,
this is the most common measure of fiscal
centralization; it can be constructed at the
national level as well as for states and coun-
ties by simply calculating the total fraction
of government spending within a system
performed by the higher-level government.
There are several reasons why we should
expect variation across places to be lower in
systems where spending is more centralized.
For one, if the central government does rela-
tively more of the total government spend-
ing, that means fewer dollars are spent at the
lower level; mechanically, this should result
in lower absolute inequality in spending
levels across local jurisdictions. At the same
time, locating spending at the higher level of
government typically subjects those dollars
to greater democratic scrutiny, increasing the
likelihood dollars are allocated to institutions
(e.g., schools) and households pursuant to
finance formulas or other scrutable bureau-
cratic procedures; this should typically target
more resources to areas with higher social
need. Moreover, greater economies of scale

may enable more efficient spending of public
dollars; and those dollars may have greater
efficacy given that higher-level governments
tend to have more professional bureaucra-
cies with greater substantive expertise. Taken
together, we should expect to find less spatial
inequality in fiscal systems where total gov-
ernment spending is more centralized.

Own-Source Revenue Centralization

This is measured as the fraction of total
own-source revenues in an area collected by
the higher-level government. “Own-source”
revenue refers to dollars collected by a gov-
ernment pursuant to taxes or fees it levies
directly. This is distinct from “intergovern-
mental (IG) revenue,” which are dollars pro-
vided by another government. For example,
the state of California provides substantial
IG revenue transfers to county governments
to administer Medicaid services, and many
state governments provide IG revenue trans-
fers to local governments to support K—12
education. Whereas IG revenue comes with
strings and oversight, governments typically
have more discretion over how to spend
own-source revenue. Indeed, in political
science and public administration research,
own-source revenue levels are often taken
as a measure of a government’s “fiscal
autonomy,” that is, the extent to which a
government has control over its fiscal poli-
cymaking (see, e.g., Dougherty, Harding,
and Reschovsky 2019). In fiscal systems
where the policymaking power is centralized
at the higher-level government, we should
expect to find relatively less place-based
variation in the quality and intensity of the
local public sector, and by extension, less
spatial inequality in social outcomes. In
decentralized systems, a town or district may
not have sufficient taxable wealth within
its borders to meet social needs with own-
source revenues; by contrast, in centralized
systems where revenue can be drawn from
a larger geographic area, there is greater
potential to raise public funds sufficient to
meet social needs.
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Public Employment Centralization

This is measured as the fraction of total
public workers in an area employed by the
higher-level government. For example, at the
national level this would be federal govern-
ment workers as a fraction of all government
employees in the United States; at the state
level this is measured as the fraction of state
and local public workers employed by the
state government; and at the local level this
is the fraction of all local government (e.g.,
county, city, town, district) workers employed
by the county government. Here the intuition
is that it is not just taxing and spending that
matters, but the level of government tasked
with the direct provision of government ser-
vices. If a relatively greater share of the
total public workforce is employed by the
higher-level government, we should expect
the quality of public services—and, by exten-
sion, social outcomes—to be more similar
across places. By extension, poorer areas will
receive higher-quality public services than
they would otherwise be able to afford in a
decentralized structure.

How correlated are these measures of
fiscal centralization? Figure 4 displays the
correlation matrix for centralization of gov-
ernment expenditure, own-source revenue,
and public employment centralization, as
well as the per capita amount of government
expenditures, own-source revenues, and pub-
lic employment, separately for states and for
counties. First, note that expenditure centrali-
zation and own-source revenue centralization
are highly correlated across both states and
counties; where the higher-level government
collects more of the revenue, it is also likely
to spend relatively more of the total public
dollars. Employee centralization and expend-
iture centralization are highly correlated at
the county level, but notably not at the state
level; whereas counties that spend relatively
more of total local government dollars also
employ relatively more of the local gov-
ernment personnel, state governments that
contribute a relatively greater share of total
state and local government spending do not

necessarily employ a relatively greater share
of total state and local government workers.
These patterns underscore how each measure
of fiscal centralization provides related but
distinct insights into how fiscal policymaking
is located hierarchically.

Note, too, the correlation matrix reveals
measures of fiscal centralization are not cor-
related with measures of fiscal levels, that is,
total amount of per capita government spend-
ing, own-source revenue, or public employ-
ment. We find no evidence that local public
sectors in more centralized fiscal systems are
any more or less intensive or generous than
public sectors in more decentralized systems.
That the total amount of government spend-
ing (and revenue and employment) in a fiscal
system is independent of its centralization
provides further motivation for empirically
investigating whether and how the latter inde-
pendently shapes spatial inequality in social
outcomes. Yet despite their empirical and
conceptual independence, we do expect there
to be a relationship between fiscal centraliza-
tion and fiscal levels (e.g., total spending) in
models predicting spatial variation in social
outcomes. Specifically, we expect the (spa-
tial) equalizing effect of fiscal centralization
to be greater in areas with more total govern-
ment activity. Put simply, the potential for
fiscal centralization to reduce variation across
places is greater in areas where there is more
overall fiscal action (spending, revenues,
employment) to be centralized.

DATA AND ANALYTIC
APPROACH

Outcome Variable: Spatial Inequality
in Economic Mobility

We measure variation in the effect of place
on life outcomes using data from Opportunity
Insights (Chetty et al. 2014), who provide
place-based estimates of the intergenerational
economic mobility outcomes of children born
between 1978 and 1983. Our primary mea-
sure of intergenerational economic mobility
is the predicted mean income percentile rank
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achieved in adulthood (approximately age
34) by children born to families at the 25th
percentile of national household income. To
capture the overall degree of spatial inequal-
ity mobility outcomes, we estimate the coef-
ficient of variation (CoV) across all census
tracts within a state and, separately, within a
county area, weighting each census tract by
the number of children in the mobility cohort.
The coefficient of variation is the standard
deviation divided by the mean; it provides a
scale invariant measure of the extent to which
outcomes differ across census tracts. As we
restrict our mobility measure to children from
the same birth cohort raised in households
at the same income and in the same state or
county, a larger CoV indicates greater varia-
tion or inequality in the effect of place on life
outcomes. Our primary measure considers
mobility outcomes for the full population
cohort; we also construct a measure of spatial
inequality in the mobility outcomes of low-
income white males as a robustness check
to rule out confounding by spatial variation
in structural racism (and sexism) and racial
residential segregation.

Figure S1 in the online supplement shows
the distribution of the county-area CoV in
mobility outcomes for the full population
cohort; and Figure S2 maps mobility vari-
ation across states and counties. Descrip-
tive statistics are in Table S1 in the online
supplement.

Independent Variable: Fiscal
Centralization Index

We measure fiscal centralization using data
from the U.S. Census of Governments, a
survey conducted every five years (in years
ending in 2 and 7) that details the revenues
and expenditures of every fiscal jurisdiction
in the United States. In our analyses, we use
data from 1992, when the focal cohort was
in early adolescence (age 9 to 14), a critical
period when contextual exposures can have
lasting effects on life course development.
This year also best approximates the year
parental income is measured for the mobility

estimates. It therefore also best captures when
children are observed to reside in the focal
census tract. By 1997, the next year fiscal
data are available, many children will have
left their parents’ home to pursue higher edu-
cation or start their own household.

We operationalize fiscal centralization by
constructing an index that combines the three
measures of centralization detailed earlier:
expenditure centralization, own-source rev-
enue centralization, and public employment
centralization. At the state level, estimat-
ing these component measures is relatively
straightforward, simply the fraction of the
total state and local spending, own-source
revenue, and employment performed by the
state government.

Measuring centralization at the local level
is more complex due to cross-state differ-
ences in the structure of local fiscal gov-
ernance. To craft a measure that is broadly
comparable across states, we first aggregate
government spending, own-source revenue,
and public employment within a county area,
summing across all local government types
(e.g., county, municipal/town, district). We
then construct centralization measures as the
fraction of total spending, own revenue, and
employment within a county area performed
by the county government. We do this for
several reasons. First, counties are typically
the local government type that sits at the
highest level of spatial aggregation. Second,
in most states, local fiscal jurisdictions such
as municipalities and school districts respect
county borders, which makes it straightfor-
ward to estimate the total amount of govern-
ment spending within a county area. Third,
there is wide variation both across and within
states in the fiscal role of county governments;
we harness this variation in our analysis.

For each state and for each county, the
above yields three measures of centraliza-
tion (expenditure, own-source revenue, pub-
lic employment), each scaled from 0 (fully
decentralized) to 1 (fully centralized). We
then standardize and combine these meas-
ures into a single index; this process yields
a Cronbach’s Alpha of 0.85 at the state level
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and 0.96 at the county level, indicating a high
degree of internal consistency, as expected
given the correlation between these measures.

Analytic Approach

We begin by examining the relationship
between fiscal centralization and spatial
inequality in economic mobility at the state
level. We first estimate the bivariate asso-
ciation and then adjust for total state and
local expenditures (per capita), own-source
revenues (per capita), and public employees
(per capita) to rule out these obvious poten-
tial confounders. Given the relatively small
number of states, and the marked policy and
institutional differences between them, these
results should be viewed as suggestive but not
conclusive given our research design.

We then turn to our primary analysis
examining this relationship at the local level.
We estimate four models:

Y=oy FiscCen, + u, +e, (1
Y, =a,FiscCen, + i, + B X, +e, (2)

ch = alFisccenc + :us + ﬂlXc + ﬂZZc +ecs (3)

ch = alFiscCenC + H +ﬁ1Xc + BZZL' +ﬁ3sc +ecs (4)

We first estimate the relationship between
county-area fiscal centralization (a,) and CoV
in mobility outcomes (Y, net of state fixed
effects (u,) (Equation 1). Restricting our
comparison to counties within the same state
ensures our findings are not being driven
by other features of state fiscal systems or
social and economic policy. Equation 2 then
adjusts for X, a vector with terms capturing
the amount of per capita total expenditures,
own-source revenues, and public employ-
ment summed across all jurisdictions in the
county area.

Equation 3 includes a vector Z_ of social,
demographic, and spatial covariates, includ-
ing the number of census tracts in the county
with mobility data (logged), the county popu-
lation (logged), a five-category rurality index,

household poverty rate, median household
income, share of manufacturing jobs (Eckert
et al 2021; Seltzer 2024), and the cross-tract
variation (CoV) in household poverty, median
income, and share of single-parent house-
holds, all estimated from the 1990 decennial
census. This vector also includes the total
county land area in square miles (logged), as
well as the Gini segregation index (Escarce,
Lurie, and Jewell 2011) to capture racial resi-
dential segregation in the county in 1990, and
cross-tract variation in job density in 2013 to
capture spatial variation in local labor mar-
kets. Finally, Equation 4 includes S, to adjust
for other measures of local fiscal structure in
the county, including the number of general-
purpose governments (logged), number of
special districts (logged), and school districts
(logged).

In all models we cluster standard errors at
the state level to account for fiscal interde-
pendence of local governments in the same
state. After listwise deletion, our final analytic
dataset comprises 2,830 counties; descriptive
statistics for all measures are presented in
Table S1 in the online supplement.

RESULTS

We begin by descriptively investigating the
association between fiscal centralization and
spatial inequality in mobility outcomes at the
state level. Figure 5 plots this relationship.
Consistent with expectations, we find that in
states with more centralized fiscal systems,
there is less cross-census tract variation in the
economic mobility outcomes of low-income
children. Note the relative positions of Ten-
nessee (TN) and Arkansas (AR), neighboring
states with remarkably different fiscal struc-
tures resulting from contingent historical tra-
jectories detailed earlier; there is less spatial
inequality in the mobility outcomes of low-
income children in fiscally centralized Arkan-
sas compared to decentralized Tennessee.
Corresponding to the fitted line in Figure
5, Model 1 in Table 1 presents the esti-
mated coefficient on our state fiscal centrali-
zation index in a bivariate model predicting
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Figure 5. Fiscal Centralization and Within-State Mobility Variation (CoV)
Note: Authors’ calculations from Census of Governments and Opportunity Insights data. Mobility
variation is measured as the within-state, cross-census tract coefficient of variation in p25 mobility
outcomes.
Table 1. Fiscal Centralization and Spatial Inequality in Mobility, U.S. States
Model 1 Model 2 Model 3 Model 4
Fiscal centralization index —.408** —.447%* —.433** —.400*
(1132) (.161) (.161) (.170)
Total expenditure per capita .068 —.545 —-.501
(.161) (.536) (.544)
Total own-source revenue per capita .626 .592
(.,522) (.528)
Full-time equivalent employees per capita .093
(.149)
N 50 50 50 50

Note: Standard errors are in parentheses.
*p < 0.05; **p < 0.01; ***p < 0.001 (two-tailed tests).

the cross-census-tract variation or inequal-
ity in the mobility outcomes of low-income
children in the state. Results from Model 2
show this association holds after adjusting
for the total amount of (state and local) gov-
ernment spending in the state; results from
Model 3 find the association remains negative
after also adjusting for the per capital total

own-source revenue; and Model 4 shows the
relationship is robust to adjusting for the level
of per capita total public employment in the
state. Note the estimated coefficient on our
fiscal centralization index is unaffected by
including measures of total per capita spend-
ing, revenues, and public employment and,
notably, these measures are not independently
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Figure 6. Fiscal Centralization and Within-County Mobility Variation (CoV); Linear

Association Net of State Fixed Effects

Note: Authors’ calculations from Census of Governments and Opportunity Insights data.
Each dot corresponds to a bin of 50 county observations.

associated with the overall amount of spatial
inequality within states.

Of course, states vary on a range of
dimensions—from their economic and social
policies to their industrial mix and political
institutions—that may be correlated with fis-
cal centralization and shape spatial variation
in the effect of place; too many dimensions
to adequately adjust for in a model with only
50 observations. We therefore turn to our
primary analysis, which investigates within-
state variation in spatial inequality across
counties.

Figure 6 plots this relationship at the
county level net of state fixed effects; each
dot corresponds to a bin of 50 county obser-
vations. The figure reveals a clear inverse
relationship between county-area fiscal cen-
tralization and the within-county coefficient
of variation in mobility outcomes. In county
areas where relatively more of the total gov-
ernment activity is performed by the county
government, there is relatively less spatial

inequality in the predicted mobility outcomes
of low-income children.?

Table 2 summarizes results from our mul-
tivariable analyses, displaying the estimated
coefficient on county centralization across
each of our four model specifications (for
full regression results, see Table S2 in the
online supplement). Model 1 presents esti-
mates from the bivariate model net of state
fixed effects (Equation 1), corresponding to
the fitted line in Figure 6. The estimated coef-
ficient indicates that a one standard deviation
increase in fiscal centralization is associated
with about 25 percent of a standard deviation
less spatial inequality in mobility across cen-
sus tracts in a county area.

Results from Model 2 (Equation 2) dem-
onstrate this relationship is robust to adjusting
for per capita government expenditures, own-
source revenues, and employment within the
county area, demonstrating the effect is not
driven by local government intensity. Model 3
(Equation 3) shows the association holds after
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Table 2. Fiscal Centralization and Spatial Inequality in Mobility, U.S. Counties
Model 1 Model 2 Model 3 Model 4
Fiscal centralization index —.255%** —.230%** —.095%* —.100**
(.054) (.055) (.031) (.030)
Full-time equivalent employees per capita —.126%%* .049 .049
(.034) (.027) (.027)
Total expenditure per capita .189 .030 .029
(.125) (.076) (.081)
Total own-source revenue per capita .148 .013 .014
(.112) (.062) (.065)
Fiscal structure covariates Yes
County characteristics Yes Yes
State fixed effects Yes Yes Yes Yes
N 2,830 2,830 2,830 2,830

Note: Standard errors are clustered at the state level.

*p < 0.05; **p < 0.01; ***p < 0.001 (two-tailed tests).

adjusting for a host of county-area social,
economic, and demographic characteristics,
including racial segregation, county popu-
lation, median household income, and the
household poverty rate and spatial variation
in household income and poverty. Finally,
Model 4 (Equation 4) adjusts for other aspects
of local fiscal structure, including the total
number of general-purpose governments,
school districts, and special districts.

In our fully adjusted model (Model 4), the
estimated coefficient indicates a one standard
deviation increase in our fiscal centraliza-
tion index is associated with 10 percent of
a standard deviation less spatial inequality
in the economic mobility outcomes of low-
income children. To benchmark this effect
size, note that estimates from the same model
indicate a one SD decrease in cross-tract vari-
ation in household poverty is associated with
13 percent of an SD less spatial inequality
in economic mobility. While the spatial pat-
terning of disadvantage is a key determinant
of spatial inequality in mobility outcomes,
our findings reveal that so, too, is the fiscal
system in which those places are embedded.

In the analysis above, we include total per
capita government spending in the county
area as a covariate in the model; this per-
mits us to estimate the effect of fiscal cen-
tralization net of spending. Yet, as noted,
we should expect the equalizing effect of

fiscal centralization to be greater in areas
with relatively more spending, that is, where
there is more fiscal action to be centralized.
To examine this, we divided counties into five
subsamples by quintile of total government
spending per capita. We then re-estimated our
model (Equation 4) on each subsample and
plotted the coefficient on our fiscal centrali-
zation index. Consistent with expectations,
Figure 7 illustrates that the estimated effect
of fiscal centralization on spatial inequality
in mobility outcomes is stronger in county
areas with relatively more total government
spending per capita.

How Does Centralization Reduce
Spatial Inequality in Mobility?

Our analysis demonstrates that more central-
ized fiscal systems exhibit less within-county
variation across census tracts in the upward
mobility outcomes of low-income children;
and this equalizing effect of centralization is
amplified at higher levels of total per capita
local government spending. As noted ear-
lier, less spatial inequality within a county
can be achieved through a leveling up of
low-performing census tracts—a desirable
outcome—or through a leveling down of
high-performing census tracts—an undesir-
able outcome—or some combination of both.
As government interventions typically have
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Figure 7. Estimated Coefficient on Fiscal Centralization Index for Each Quintile of Total

County-Area Per Capita Government Spending

Note: Authors’ calculations from Census of Governments and Opportunity Insights data.

the most profound effect on the outcomes of
low-income households and communities,
and our theory posits that more centralized
structures are better equipped to allocate
resources to areas in need, we hypothe-
size that fiscal centralization reduces spatial
inequality by leveling up the lowest-perform-
ing census tracts in a county area.

To investigate this, we ordered census
tracts in each county from lowest to high-
est based on the level of upward mobility
achieved by low-income children. We then
re-estimated our primary model specifica-
tion using fiscal centralization to predict the
upward mobility level achieved in the 10th
percentile census tract in each county, and
subsequently for the 20th percentile and so
on. Figure 8 presents the estimated coeffi-
cient on fiscal centralization on the mobility
outcomes in each census-tract decile. The
results indicate that fiscal centralization has
a substantial, positive effect on the mobil-
ity outcomes of the worst-performing (10th
percentile) census tracts in each county, with
the effect diminishing monotonically across

higher deciles. Notably, the estimated coef-
ficient remains positive at even the 90th per-
centile census tract in each county, although
it is not statistically different from zero. This
provides strong evidence that fiscal centrali-
zation reduces spatial inequality by leveling
up the worst-performing census tracts in a
county, without any indication of leveling
down the highest-performing tracts. This
trend in coefficients is not an artifact of the
model. Bivariate (net of state fixed effects)
scatterplots in Figure S3 in the online supple-
ment reveal that mobility levels achieved in
the 10th percentile census tract are relatively
higher in more centralized counties, with no
similar pattern observed at the 90th percentile
census tracts.

Ultimately, as fiscal centralization reduces
spatial inequality by leveling up the worst-
performing census tracts in a county—with
no effect on the best-performing census
tracts—we should expect centralization to be
positively correlated with the mean or overall
mobility level in the county. Table S3 in the
online supplement shows this is indeed the
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Figure 8. Estimated Coefficient on Fiscal Centralization Index for Each (Within-County)
Census Tract Decile of Upward Mobility Outcomes
Note: Authors’ calculations from Census of Governments and Opportunity Insights data.

case. Specifically, we find a one standard
deviation increase in our fiscal centraliza-
tion index is associated with about 7 percent
of a standard deviation improvement in the
mobility outcomes of low-income children
in a county area. As a benchmark, in their
fully adjusted model, Chetty and colleagues
(2014; see their online Appendix Table VIII)
find a one standard deviation increase in
local government per capita expenditures
is associated with 10 percent of a standard
deviation improvement in the mobility out-
comes of low-income children. This further
underscores how the location of government
spending can be almost as consequential as
the level or amount of government spending
in shaping social outcomes in a given area.

Robustness Checks and Sensitivity
Analyses

Our findings provide direct evidence of an
association between fiscal centralization and
the degree of spatial inequality in life outcomes

for children from the same birth cohort, level
of household income, and state or county of
residence. This association obtains net of the
overall level of government spending, the
total number of fiscal units, and the economic
characteristics of the county, including the
spatial patterning of income and poverty. We
perform several robustness checks to address
potential counterarguments and evaluate the
consistency of our findings across reasonable
alternative model specifications.

First, we consider the possibility that our
findings are driven by the centralization of a
specific category of local government spend-
ing; for example, our measure may simply
be proxying for the relative role of county
governments in K—12 education finance, an
important determinant of mobility outcomes
(Biasi 2023; Logan, Minca, and Adar 2012;
Owens 2018).> We examined this possibil-
ity by constructing measures of county-area
fiscal expenditure centralization for eight dif-
ferent spending categories: K—12 education,
higher education, public safety, housing and
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environment, administration, transportation,
health and welfare, and interest on debt. We
then re-estimated our primary specification
(Equation 4) sequentially substituting these
category-specific measures of fiscal expendi-
ture centralization for our index. Figure S4 in
the online supplement presents the estimated
coefficient from each model. The coefficient
on each type of expenditure centralization is
negative and of similar magnitude. This pro-
vides assurance our findings are not driven
by any specific local government service or
function, but instead are due to the overall
centralization of the fiscal structure.*

Second, we consider the possibility that
our results may be sensitive to how we handle
special district expenditures, revenues, and
employees. Of all local government types,
special districts are particularly heterogene-
ous in scale, from covering just part of a
town to several county areas, and function,
from financing of libraries, hospitals, air-
ports, sewer, transit, water, conservation, fire
protection, to even public cemeteries (Berry
2009). And while many special districts have
tax and spending powers that mirror those of
general-purpose governments, some gener-
ate substantial revenue through the sale of
services. For example, many transit agencies
operate as a special district, such as the Bay
Area Rapid Transit (BART) system, with
revenues largely dependent on transit user
fees. In our centralization measure above, we
treat special districts as we do local general-
purpose governments, allocating expenditure,
revenue, and employee levels to the county
where the special district is headquartered.
Although special districts account for only
about one-tenth of local government spend-
ing, given vast differences in both function
and geographic coverage, we test whether our
results are robust to excluding these unique
and disparate local fiscal units. To do so,
we re-constructed our centralization measure
excluding special district expenditures, rev-
enues, and employees, that is, restricting our
analysis to local general-purpose government
and school districts. Our results using this
alternative measure, presented in Table S7 in

the online supplement, are nearly identical to
those presented above.

Third, we considered that the fiscal struc-
ture of local governments and variation in
mobility outcomes may be spatially corre-
lated. Given the fiscal interdependence of
counties in the same state, all models above
include state fixed effects and cluster standard
errors at the state level. Yet fiscal structures
of neighboring localities may be correlated
across state lines. We used the 2016 county
shape files from the U.S. Census to construct
a spatial weighting matrix using distance to
county centroids. We used this weighting
matrix to calculate Moran’s I and were not
able to reject the null that there is zero spatial
autocorrelation present (p = 0.23). This pro-
vides additional assurance that our findings
are not driven by spatial interdependence. We
also considered the possibility that, in some
instances, counties might not be the appropri-
ate spatial unit; for example, in states where
jurisdictional boundaries of general-purpose
local governments cross county lines. Aggre-
gating data to the county area may introduce
statistical bias that undermines inference (see
Buzzelli 2019). To consider this possibility,
we re-estimated our model on the subsample
of states where local jurisdictional boundaries
strictly observe county lines. The coefficient
on our fiscal centralization index remains
negative and the point estimate is slightly
larger, consistent with county-area fiscal cen-
tralization being more precisely measured in
this subsample of states (see Table S8 in the
online supplement).

The online supplement also includes
exhibits demonstrating results are robust to
winsorizing the top 5 percent and bottom
5 percent values for our fiscal centraliza-
tion index and our outcome measure (Table
S9); sequentially excluding each state from
the sample (Figure S4); weighting counties
by number of children in the mobility sam-
ple (Table S10); and operationalizing spa-
tial inequality in mobility outcomes using a
“regional Gini index” instead of CoV (Table
S11) (see Lee and Rogers 2019). We also
find no relationship between county fiscal
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centralization and rates of in- or out-migra-
tion in the preceding decade (Table S12)

One potential confounder in our analysis
is racial residential segregation. Historical
and contemporary forces driving racial seg-
regation concentrate Black Americans into
not only specific neighborhoods but specific
fiscal jurisdictions. Structural racism yields
systematically different economic mobility
outcomes for Black, Indigenous, and other
minority groups relative to white children.
So, too, will sexism and gender norms drive
different mobility trajectories for girls versus
boys. These social forces affect mobility pro-
cesses directly and indirectly, for example, by
moderating the effect of government spend-
ing so that the same public dollar has differ-
ent effects for Black versus white children or
for men versus women. To isolate the effect
of place on the life outcomes of otherwise
similar individuals, we therefore re-estimate
our main models for white males only. Table
S13 in the online supplement confirms our
measure of variation in place effects is not
confounded by residential segregation or the
intensity of structural racism and sexism.

Finally, we disaggregate our centralization
measure to examine the three components of
our index—expenditure, own-source revenue,
and employment centralization. To explore
the relative importance of each in predicting
spatial variation in economic mobility out-
comes, Table S14 in the online supplement
presents results from a dominance analysis
that compares the fraction of unique shared
variance explained by each measure of cen-
tralization. The dominance analysis treats the
predictive model as a data-generating process
with the fit statistic as the dependent variable.
It allows us to decompose the overall model
fit into each measure’s contribution. Findings
reveal that own-source revenue centralization
explains relatively more (51 percent) of the
total shared variance followed by expendi-
ture centralization (37 percent) and employee
centralization (12 percent); in other words,
own-source revenue centralization and total
expenditure centralization dominates public
employee centralization in accounting for

differences across counties in the amount of
spatial inequality in mobility outcomes. This
suggests that beyond just spending, central-
izing fiscal power and policymaking is key
to reducing spatial inequality in life chances.

DISCUSSION AND
CONCLUSIONS

Social scientists routinely document how dis-
parities in subnational government spending
drive spatial inequality in social outcomes,
including economic mobility. In this study,
we show it is not just the amount of gov-
ernment spending but the centralization of
fiscal action in the hierarchy of governance
that shapes the spatial patterning of life
chances. Estimates from our fully specified
model indicate that a one standard deviation
increase in our county-area fiscal centraliza-
tion index is associated with 10 percent of
a standard deviation less spatial inequality
in the mobility outcomes of low-income
children. This association is estimated net of
state fixed effects and a host of economic and
demographic covariates, including total per
capita government spending, revenue, and
employment, as well as the number and type
of local fiscal units, the spatial patterning of
household income and poverty, and level of
racial residential segregation. For context, the
magnitude of this association is three-quarters
as large as the estimated effect of spatial
variation in poverty, a key correlate of place-
based mobility outcomes in prior research.
To ensure our findings are not confounded
by spatial patterning of structural racism or
sexism, we replicated our findings using a
measure of spatial inequality restricted to
white males only. We further demonstrate
these associations are not confounded by the
structure of K—12 education finance and are
robust to a host of sensitivity analyses.

How does fiscal centralization reduce spa-
tial inequality in social outcomes? We find it
does so by leveling up the worst-performing
census tracts in a county area, with no discern-
able effect on the best-performing tracts. Just
as fiscal redistribution can improve outcomes
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in poor places by transferring resources to
needy fiscal jurisdictions, fiscal centralization
can improve outcomes in poor areas by pool-
ing resources within a fiscal jurisdiction. This
correspondence motivates a powerful site of
policy intervention: if redistribution to poorer
jurisdictions is not politically or adminis-
tratively feasible, an alternative is to situ-
ate relatively more government action at the
higher-level government, rendering lower-
level jurisdictions—and the heterogeneity in
their fiscal capacity—Iless determinative of
life chances.

Conceptually, our work advances the study
of subnational fiscal systems as an important,
if often invisible, determinant of inequality
across places. As we show, the centralization
of fiscal systems varies markedly across U.S.
states and counties. Moreover, these differ-
ences do not reflect variation in the current
political, economic, or demographic profile
of places, but are instead the cumulative
result of history—contingent, place-specific
negotiations over the relative fiscal role of
overlapping jurisdictions, often codified in
law or cemented in practice half a century
ago or more. This historical path dependence
is illustrated in tracing the fiscal evolution of
Arkansas and Tennessee, neighboring states
with vastly different fiscal systems. Beyond
mere historical curiosities, our analysis dem-
onstrates how these differences in the design
of local fiscal systems affect spatial inequal-
ity today: the economic mobility outcomes of
low-income children are more similar across
census tracts in fiscally centralized Arkansas
and more dissimilar across census tracts in
fiscally decentralized Tennessee.

Future work is needed to further detail
the mechanisms through which centralization
leads to more equal outcomes across places.
To facilitate this work, we will make public
measures of fiscal centralization at the state
and local level from 1977 to 2017. Empirical
research should be augmented by fiscal his-
tories to reveal the contingent origin of local
fiscal structures and detail the rules, norms,
procedures, and processes that drive inequali-
ties across places today. Such a historical

orientation is essential, if only to prevent the
uncritical (and unconscious) assumption that
differences in fiscal structure arise from and
represent differences in the fiscal policy pref-
erences of current residents. As Rudolf Gold-
scheid ([1925] 1958:206), a first-generation
fiscal sociologist, noted long ago, “history,
sociology and statistics of finance are the
three pillars which alone can support a theory
of public finance which is not totally divorced
from reality.”

Deep analysis of fiscal systems can and
should form the basis for a fiscal sociology
of place that eschews the abstract models
and process ideal-types that dominate tra-
ditional approaches to the study of public
finance in favor of historically- and empiri-
cally-grounded interrogations of how tax and
spending systems contribute to the production
of place-based inequalities. Constructs and
measures of state and local governance used
in political science and public administra-
tion research—including not just centraliza-
tion and redistribution but also government
fragmentation, nesting, and local fiscal auton-
omy—can and should be deployed by sociol-
ogists to better reveal the structural drivers of
fiscal inequities between places. This frame-
work also provides a new lens for analyzing
trends through time, for example, through
investigating how fiscal structures interact
with an evolving economy and social demog-
raphy to mitigate or exacerbate emergent
inequalities between places. This framework
also helps us reconcile why some communi-
ties rely so intensely on fines, fees, and other
regressive revenue instruments to finance the
public sector and identify potential avenues
for reform (Harris 2016; Harris, Patillo, and
Sykes 2022; Pacewicz and Robinson 2021).

The benefit of naming fiscal structures as
a macrosociological object is that it becomes
something that can be analyzed, evaluated,
organized around, and acted upon. This can
facilitate a new type of problem-solving
sociology (Prasad 2018, 2021). As Goldsc-
heid ([1925] 1958:212) notes, “Every social
problem and indeed every economic problem
is in the last resort a financial problem.”
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Correlating social problems with fiscal dis-
parities, however, is only the first step. The
social analyst must then seek to understand
how local economic and demographic trends
interact with the local fiscal structure to
generate fiscal inequalities or inadequacies
across places. It is not inevitable that poor
places have impoverished public sectors; it
results from a fiscal structure that can be
changed. Fiscal redistribution and centraliza-
tion are two ways to improve fiscal equity,
but they are not the only policy recourse. A
fiscal sociology of place has the potential to
motivate novel solutions to pressing social
problems. The most effective policy solutions
will target the fiscal structure itself. This
includes changing the spatial boundaries that
demarcate jurisdictions, altering their nested
configuration and the allocation of fiscal obli-
gations and powers between them.

A fiscal sociology of place requires an
honest confrontation and reckoning with the
past. Many constraints on state and local
fiscal policymaking in the United States—
from uniformity clauses (Einhorn 2008) to
property tax limits (Martin 2019; Martin and
Beck 2017) to supermajority or referenda
requirements to pass tax legislation (Newman
and O’Brien 2011)—were adopted with the
expressed intent of shielding white wealth
from financing a public sector that includes
Black Americans (see also Avenancio-Ledn
and Howard 2020; Kahrl 2024). Enshrined
in statute and state constitutions, these rules
imposed by generations past continue to con-
strain the fiscal action and imagination of
policymakers today. Detailing the origins of
our fiscal systems is essential to recogniz-
ing they are human creations and not natural
rules of political economy or output of a
legitimate deliberative democratic process.
This realization should, in turn, motivate a
willingness to revisit, evaluate, amend, and
where necessary re-invent fiscal systems to
align with the needs, realities, and morality
of the present era.

To advance the study of inequality, and
design effective policy interventions, sociol-
ogy must reclaim its particular approach to

the study of taxes and spending: one that
recognizes that place is often not chosen and
therefore should not be so determinative of
life chances; that is motivated by a focus on
social problems and how public finance is
implicated in the production of place-based
inequality; and that prioritizes historically
conditioned structures over contemporary
politics in explaining fiscal disparities across
places. By analyzing fiscal structures “there
is the possibility . . . of perceiving the laws
of social being and becoming and the forces
which constrain the destinies of peoples”
(Schumpeter [1918] 1991:101). Revealing
how the tax systems we inherit from the past
shape the spatial patterning of social out-
comes today should be a central project of the
New Fiscal Sociology.
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of all school districts nationwide are “dependent”
on local governments (counties, cities, towns) for
financing; the rest are typically “independent,” that
is, have their own fiscal authority. In the states and
localities where school districts are wholly depen-
dent on county (or county equivalent) governments
(e.g., Maryland, North Carolina), school expendi-
tures are included in our measure of county gov-
ernment spending; in states and localities where
school districts are independent fiscal units or are
dependent on subcounty governments (i.e., cities
or towns), school expenditures appear only in the
denominator of our fiscal centralization calculation
(as part of total spending in the county area).

4. We performed three additional tests to rule out
potential confounding by the structure of K-12
finance. First, we re-estimated our models includ-
ing K12 education expenditure centralization as a
covariate; the results are substantively unchanged
(see Table S4 in the online supplement). We also
re-estimated models using a measure of expendi-
ture centralization that excludes all K-12 education
spending, and we found the same substantive rela-
tionship (see Table S5). Finally, we show our results
hold if we exclude counties where school districts
play no fiscal role and must rely on local govern-
ments to finance K—12 education (see Table S6).
These analyses indicate the association between
expenditure centralization and spatial variation in
place effects is not merely an artifact of the struc-
ture of K—12 finance.
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