
A TIME OF CRISIS AND GROWTH: THE COMPTROLLER’S OFFICE 1925-1940

Maryland Government saw dramatic change from the mid-1920s to 1940.  Throughout the 1920s and mid-1930s, the public persona of the state would revolve around its charismatic leader, Democratic Governor Albert Ritchie.  However, the Comptroller’s Office and the Board of Public Works grew to become the third most powerful unit in state government as it struggled to keep the state afloat during a worldwide economic crisis.  

MARYLAND: 1925-1940

By 1925, Governor Ritchie continued to advocate progressive reform, calling for less federal expansion and advocating Maryland as a model of state government.  He proceeded to streamline government operations and gained legislative support for incorporating merit in the civil service system.
  In 1927, The General Assembly created the National Capital Park and Planning Commission to coordinate land use in the Maryland suburbs of Washington.
  


Great strides were also made in the area of education.  Within a ten year period, money for schools among the counties rose from 93,000 dollars to 943,000 dollars.  In an effort to curb child labor, the General Assembly in 1928 required every child to complete grammar school before entering the workforce.
  


Despite these changes in Maryland government and society, the work of the Board of Public Works went on as usual.  For the most part, the Board of Public Works carried on its routine duties with few problems.  Yet, while its duties continued to expand, its staff did not.  By 1931, it still had a minimal staff--one secretary and one stenographer.
  


The Great Depression hit the country with full impact, but its effects were slightly delayed in Maryland.  The state’s broad agricultural base and the continued reassurances of Baltimore business leaders that the “’basic causes of the depression have completely disappeared’” helped to stave off the catastrophic effects of the Depression for a short time.  By 1932, however, the Baltimore Association of Commerce agreed that the country and the state were in about the same place.
  While business leaders avoided admitting that Maryland was susceptible and had, in fact, fallen into a Depression, the unemployed sought help early on from one of the only avenues available to them--private charities.  Yet, by 1930, those private organizations were inundated by the city’s unemployed and were calling for state help.  

The city’s 19.2 percent unemployment rate was having its effect on the rest of the state. Maryland’s unemployment worsened, coal was depressed and several counties nearly depleted all of their relief funds.
  As private relief efforts proved inadequate, Governor Ritchie continued to urge business leaders to demonstrate statesmanship and promote self-help for the community.  Despite calls for an increase in state aid, Ritchie  refused to expand public works and use state funds until all other options had been explored. Ritchie’s philosophy on government was firmly based in the belief that the government’s role was to retrench and limit taxation.

Still, despite his beliefs, Ritchie arranged for state aid by short-term borrowing. In the Spring of 1931, he set aside certain race-track proceeds for the unemployed.  He told state authorities to proceed with all planned public works projects and in 1933
, the Governor asked that state employees contribute 10 percent of their salaries to aid relief funds.  He also increased Baltimore’s gas tax and motor vehical funds, and set a bond issue to meet Baltimore’s 3 million dollars in relief need.

Despite these efforts and initiatives, Ritchie’s ideas and various community and religious relief efforts couldn’t continue to bear the onslaught of the needy.  Realizing that the state was, in fact, in desperate trouble, Ritchie fought for Maryland’s “fair share” among New Deal programs once FDR's New Deal Administration took office.  Ritchie’s self-help motto would have to take a back burner to federal aid.   

Federal aid fell into every area.  Under the Reconstruction Finance Corporation, Maryland banks received more than 124 million dollars in the first three years of the New Deal.  The Home Owners Loan Corporation had refinanced nearly 16,000 homeowners loans to the tune of 45 million dollars by mid 1936.  Aid to the unemployed came in the form of the Federal Emergency Relief Administration.  Yet, federal aid was contingent on matching grants by the state—for every 1 federal dollar, 3 state dollars had to be contributed.  Within 6 months, federal grants to Maryland reached a total of 2.5 million dollars in 1933.

The Public Works Administration aimed at aiding recovery through direct federal spending.  The PWA also had a state-federal matching grant program, one set at 30 percent federal, 70 percent state.  Like previous New Deal programs, state officials were not devoted to the concept wholeheartedly.  By 1934, Maryland was ranked last in spending for PWA matching grants.
  

Maryland’s penny-pinching in no way helped the state’s finances.  In 1935, Maryland reached the brink of bankruptcy.  The economic crisis had deeply cut the state’s revenue sources and it was dangerously close to defaulting on a 3.5 million dollar debt payment.  To avoid a catastrophe, The General Assembly was forced to borrow 1 million dollars in anticipation of tax revenues for that year.

By 1936, Ritchie’s insistence that the “way to break the habit of feeding at the public trough at state expense and to demonstrate the costs…was to have individual citizens pay for relief out of their own pockets”
 no longer worked for many Marylanders.  Harry W. Nice, a pro-New Deal Republican, narrowly defeated the anti-New Deal Ritchie.  

With a new governor on board, the second New Deal received a less hesitant Maryland welcome.  The PWA poured nearly 5 billion dollars into the Maryland economy.  By mid 1939, the WPA had spent more than 37 million of that fund completing 167 miles of roads, 18 bridges, 84 playgrounds, 17 parks, 72 miles of water lines, and constructed or remodeled over 500 buildings.
  Yet, despite a pro-New Deal governor and the welcome of federal aid, the state used the opportunity to cut back on its own relief programs.  From 1935 to 1938, the state contributed on average 67 cents for every one federal dollar.
  For much of the New Deal Era, federal money exceeded state aid.  Maryland’s reluctance on the dollar-matching federal programs had it cumulative effect, Marylanders received on a per capita basis less New Deal money than residents in all but a few other states.
  

The end of the Depression neared and was almost complete by the end of Nice’s term.  A war boom was occurring in Maryland, as well as the rest of the country.  Maryland’s new governor, Democrat Herbert R. O’Conor, used this opportunity to push for a state income tax to help pay for teacher’s salaries and school construction.  In 1937, The General Assembly instituted a state income tax.  Set at the rate at one half of one percent, the new tax gave the state slightly less then 2 million dollars in revenue in its first year. 
 

THE COMPTROLLER’S OFFICE

As the state grappled with providing aid to the poor and dealing with declining revenues, the Board of Public Works took on more responsibilities.  As a result of the several budget bills throughout the decade, the Board had become the third most powerful state government entity.  By the end of the 1930s, very little in state government occurred without the direct supervision or knowledge of the Board of Public Works.  

The 1933 Budget Bill provided sweeping changes to the role the Board would play in the state’s finances and operation.  One of the Bill’s key provisions gave a virtual veto power to the Board.  The General Assembly permitted the Board to supervise and approve the expenditures of all the state agencies.  The Board could now decrease or completely eliminate the appropriations of any agency as it saw fit.  However, The Board could not exercise this power as agencies continually requested for more money and help.  Yet, the lasting effect of this provision proved powerful in the long run.  The Board, by having the power to influence spending also influenced each agency’s program priorities.

 
The 1935 Bill also looked to further secure state finances during precarious financial times by allowing the Board to borrow money to meet temporary deficits.  This provision proved to be very necessary when in 1935 the state nearly went bankrupt.  To prevent the State from defaulting on a 3.5 million dollar debt, the Treasurer borrowed against that year’s anticipated tax revenue.
 


The Bill also called for salary cuts of all state employees.  Depending on the salary, the cuts ranged anywhere from 10 to 15 percent.  The 1935 Budget Bill also called for additional reductions, which amounted to 6 percent or 335,000 dollars.  While the Board was not responsible for implementing the cuts, the 1935 Bill  provided the Board with the authority to restore them “at any time, when it appears that the revenues of the State are sufficient over and above the amount required to pay the specific appropriations as provided in the Act, to restore such salary reductions, or any part thereof, as in its judgment may be deemed necessary and expedient.”  By September of 1936, all of the reductions made in the 1935 Budget Bill had been restored, as well as 40 percent of the cuts enacted in the 1933 Budget Bill.  The power to restore state salaries eventually lend to the Board’s broader powers over state personnel.  With the 1937 Budget Bill, Board approval was explicitly required for salary increases, creation of new positions, and the shifting of funds to different accounts within an agency.

 
The New Deal programs and relief measures sought as a result of The Great Depression also added to the Board’s ever-increasing venue.  In addition to reviewing the budgets and expenditures of the various state government agencies, the Board was also responsible for public works programs and the matching funds required for various federal programs.  Additionally, the Board was responsible for instituting and administering the criteria for state unemployment benefits as enacted by the State Unemployment Compensation Law in 1936.  While the General Assembly created a separate Unemployment Compensation Board a few months later, the Board was credited with getting the program on the ground. 
 


The Board managed to take on these new responsibilities and additional ones over the course of the next few years, as well as release other duties it had taken on in previous years, with relative proficiency.  Surprisingly, it did this with a remarkably small staff. By 1939, the Board had only one employee--a stenographer.


The Great Depression combined with Federal programs permanently changed Maryland State government.  The Comptroller’s Office moved from being one of general oversight to being involved in every aspect of the state’s finances.
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