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PREFACE

This report picks up where the Commission’s 1962 report, Measures of State and Local Fiscal
Capacity and Tax Effort, left off, in examining ways to quantify (a) the relative financing capability of States
and their local governments and (b) the extent to which these governments actually utilize this capability.

The 1962 report on this subject was concerned only with entire States (including their political
subdivisions). No attempt was made to develop capacity and effort measures for areas smaller than States.
Neither was any attempt made to look beyond tax-raising capacity to consider the financing capacity
available from nontax revenue sources and from borrowing. Nor were comparative measures developed
separately for State governments and local governments. In all these respects the present report breaks new
ground.

Improved measures of fiscal capacity and fiscal effort would serve the ends of several INTERGOV
objectives. It has recommended both to the Federal Government and the States that they increase emphasis
on equalization of local resources in the distribution of their grants among eligible jurisdictions. It has urged
State and local governments to make more effective use of their revenue resources and to encourage, in
various ways, the mitigation of interstate and inter-local tax load differentials. The availability of
meaningful fiscal capacity and fiscal effort measures would help to serve these and related policy ends.

The Commission’s concern with these measures stems in part out of its responsibilities in the area
of Federal grants-in-aid and in part out of its interest in State and local tax policies and practices. Under
Public Law 86-380, 86th Congress, the INTERGOV Commission is required, among other duties, to—

“(1) bring together representatives of the Federal, State and local governments
for the consideration of common problems;

“(2) provide a forum for discussing the administration and coordination of
Federal grant and other programs requiring intergovernmental cooperation;

“(3) give critical attention to the conditions and controls involved in the
administration of Federal grant programs.”

Conforming to INTERGOV policy for information reports, the results of the research investigation
are presented without advising policy positions or recommendations. The report, however, provides

extensive background for later consideration of policy issues by the Commission.

Publication of this information report was approved by the Commission at its meeting on
September 11, 1970.

Robert E. Merriam
Chairman
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FOREWORD

Traditionally, policymakers have relied on two kinds of economic indicators to measure relative fiscal capacity

and tax effort of State and local governments:
For purposes of Federal grants to States and for interstate financial comparisons, use is sometimes
made of estimates of per capita personal income.
For purposes of State financial aid to local governments, notably for educational purposes, frequent
reliance is placed on the value of taxable property on local areas’ tax rolls.
Although useful, each of these kinds of indicators leaves much to be desired as a measure of governments’ fiscal
capability. At the State level, for example, resident personal income fails to reflect closely the potential of certain
revenue sources, such as severance taxes in States like Louisiana, New Mexico, Texas, or Wyoming, motor fuel taxes in
tourist-oriented States like Maine or Vermont, or gambling taxes in Nevada. And locally, the property tax base pertains
to only a portion of available financing resources. Nationally, about two-fifths of all own-source revenue of local
governments is obtained from non-property sources.

The problems with “traditional” indicators of governments’ financing capability are multiplied when one
considers the potential interest of Federal policymakers in comparative measures for areas smaller than States or for
particular local jurisdictions. This interest has been stimulated by the notable growth of Federal-local grants, and more
recently by the widening discussion of revenue-sharing arrangements that include “pass through” features designed to
target some money specifically toward local governments.

In this context, a question arises that is not encountered in making intra-State comparisons alone, such as those
needed for State-local grants arrangements: How to deal, in a nationwide context, with the marked interstate
differences that exist in the relative financing roles of the respective States and their local governments? Clearly, any
given per capita amount of “local government revenue capacity” or even of “actual local government revenue’ means
different things where (as in New Jersey) local governments account for a major portion of State-local financing and
where (as in Hawaii) the State government plays a predominant role.

Especially in a nationwide context, then, neither of the “traditional” indicators of relative fiscal capacity, taken
alone, meets the need for meaningful comparative measures of the financing capability of the governments that serve
various areas. For similar reasons, no other single indicator serves well. But if, as this suggests, account should be taken
of various characteristics that affect the fiscal capacity of particular governments, two further questions arise: (1) Just
what measurable characteristics should be taken into account? and (2) How much weight or importance should be given
to each in order to arrive at a summary or composite indicator?

Some of these problems were dealt with in our earlier report. It included estimates of State-local tax capacity in
each State, based on an innovative “representative tax system’ approach. With that approach, total tax capacity was
defined as the amount of revenue that would have been obtained by applying to taxable resources within each State the
national-average rate of each of the various types of State and local taxes.

A comparable concept is currently employed in Canada. A program of “revenue equalization grants” instituted
there in 1967 distributes financial aid to each of the Provincial (State) governments found to have less per capita
revenue-raising capacity—as similarly estimated on an average-rate basis for each of the various kinds of revenue sources
actually used by Provincial governments—than the national average.

The handling of “capacity” in the present study resembles that of the earlier ACIR report, by dealing separately
with many different sources and weighing them according to their relative nationwide importance in State-local
finances. However, it goes beyond taxes to deal also with charges and other nontax sources (which supplement
State-local tax revenue by about one-fourth). Further, it provides summary State-by-State measures of “over-all fiscal
capacity and effort” that take account of debt issuance as well as revenue. And it extends the “average-financing-
system” approach separately to State and local government revenue sources, in order to develop comparative measures
for over 900 local areas as well as for entire States.

Most of the statistical findings presented in the report refer to fiscal 1966-67, the year for which detailed
financial data are available from the latest Census of Governments. However, some updated State-by-State figures
covering fiscal 1968-69 are also given. Some of the study conclusions are:

..... (1) Meaningful comparative measures of fiscal capacity and effort can be developed for
various local areas; (2) such measures would lend themselves to selective and careful use in some
kinds of Federal grants targeted toward local governments; (3) corresponding measures might
well be built into Federal-State grant arrangements; and (4) States could use a comparable



technology to measure relative local fiscal capacity and effort for some of their grant programs.
..... While intergovernmental transfers supply a significant and growing part of all local public
financing, the great bulk of local government support is “self support™ .. .. Accordingly, it
may be at least as important to have reasonably sound measures of relative fiscal capacity and
effort available as a background for policymaking at the local government level as to have such
measures for the design of Federal or State grant programs.

The reported State-by-State comparisons reaffirm, in updated form and by reference to broader-based measures,
some extremely significant findings of the earlier ACIR study: that the relative financing capability of governments in
various areas does not always correspond closely to the relative well-offness of people in such areas, as reflected by per
capita income figures; and that the relationship of tax collections to the personal income of an area’s residents does not
necessarily gauge the financing burden borne by those residents.

The illustrative data presented afford a background for the consideration of possible new approaches in
Federal-State-local and State-local grant programs. On the other hand, in describing certain problems for the
development of reliable localized measures—particularly for areas smaller than entire counties—the study supplies
evidence that policy options in this regard are definitely limited.

Chapter 3 of the report describes some of the uses actually made of indicators of relative fiscal capacity in
existing Federal and State grant-in-aid programs, and chapters 4 and 8 discuss various ways in which comparative
measures of the sort given here might be utilized by the National Government and by State governments, respectively.
The word “might” deserves particular emphasis. Some of the potential applications mentioned, especially in connection
with grant-in-aid formulas, would actually operate in opposing directions—that is, they would tend to serve competing
kinds of objectives.

It should be evident, then, that the report’s discussion of various possible uses of comparative fiscal measures is
not intended to indicate the extent or ways such data should be explicitly built into ongoing intergovernmental
arrangements. The answer to that question would call for a determination of objectives to be served, resting in turn
upon the value judgments of those charged with policymaking responsibilities.

There are obvious hazards in an innovative effort to design new tools for fiscal policymaking, and particularly in
presenting extensive arrays of illustrative data such as those that appear in this report. Even long-established statistical
series in the complex field of governmental finance are sometimes misunderstood or misused. The need for cautious
interpretation is multiplied when, as in this instance, the reported data reflect new approaches and unfamiliar concepts
and terminology.

It follows that readers should exercise care in drawing conclusions from, or making specific uses of these
statistics. In particular, account should be taken of the qualifications and “warning signals” that appear in various
portions of the report, as well as of its discussion of basic concepts and estimating methods (summarized in Chapter 1
and more fully treated subsequently).

In addition to the limitations of the reported statistics that are pointed out in chapters 5 and 6 and various
appendixes, some cautionary observations are in order with respect to ways that the data might be interpreted:

(1) This study has involved no effort to measure the relative public service requirements or fiscal needs of
various areas. Clearly, however, comparative measures of capacity and effort are likely to be especially
useful when they can be examined or used in conjunction with data of that kind.

(2) It was noted above that revenue capacity has been estimated here mainly by an “average-financing-system”
approach, as the sum of amounts that the governments serving any particular area would obtain if they
were making use of various revenue-raising sources at nationwide average rates. This is a logical and useful
estimating method, but its use here should not be taken to mean that the prevailing “average” State-local
revenue system is considered ideal.

(3) Certain tables in this report compare detailed components of revenue effort for various State and local areas
with related national-average figures. Such comparisons should be useful for policymaking consideration,
but they are not intended to imply that “average” rates of use for various revenue sources necessarily
represent desirable norms toward which all areas should strive. On the contrary, it may well be that
responsible officials and the general public in some States and localities will consider a departure from
average financing practices more to their liking.

(4) Many individual States show up rather differently in relative revenue capacity and effort as measured here
on an “average-financing-system” basis than when their capacity is inferred solely from data on resident
personal income. Accordingly, as Chapter 4 points out, if comparative measures of this kind were regularly
available on a reasonably current basis, they would afford an alternative to personal income data as a factor
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in present or prospective Federal grant arrangements that include an allowance for interstate differences in
capacity or effort. But in recognizing this possibility, the present report does not propose specific action in
that direction. Any such suggestions would obviously need to take account of many policy-related
considerations not examined here.

These cautionary comments are in no sense intended as an apology for this study. Numerous advisers and critics
who have examined it in draft form have expressed the view that the kinds of comparative measures developed and
illustrated here have great potential value, and that this undertaking should stimulate and contribute to other
much-needed efforts toward a better understanding, by policymakers and the general public, of fiscal conditions and
relationships within our federal system. If this confidence is well-grounded, the report will have served its intended
purpose.

Wm. R. MacDougall
Executive Director
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Chapter I.

THE PURPOSE AND NATURE OF THIS STUDY

“When you can measure what you are
speaking about and express it in numbers, you
know something about it; but when you cannot
measure it, when you cannot express it in
numbers, your knowledge is of a meager,
unsatisfactory kind.”!

These words of Lord Kelvin, the noted British
scientist, offer a backdrop for the present study, which
mainly concerns the question: Is it possible to make
meaningful comparisons of the capacity and effort of
various areas and governmental bodies to finance public
services?

The Problem Broadly Examined

At first glance, the answer to the foregoing question
seems obvious. Comparisons of this general sort are
being made every day by public policymakers, the news
media, businessmen, and ordinary citizens:

No Governor proposes a major tax change, and
surely no legislature adopts one, without consider-
ing how the enactment may affect the State’s
standing compared to that of neighboring and
competing States.

In setting annual budgets and tax rates, city
councils and county boards also look over their
shoulders at what is going on in nearby jurisdictions.

News stories and editorials frequently include
comparisons of the tax rates or spending levels of
particular communities.

In planning where to locate new stores or
factories, businessmen try to gauge how alternative
locations compare in “tax climate.”

Those who rate and market municipal bond
issues try to take account of the relative financial
condition of various borrowing units.

But many such comparisons are rough-and-ready at
best, and they may even be misleading:

How likely is it that an Oregon newspaper
“viewing with alarm™ that State’s heavier-than-
average income tax, will also emphasize that Oregon

has no general sales tax, while neighboring

California, Idaho, and Washington all do?

When a homeowner in Camden, New Jersey
finds—as he well might—that the property tax on his
home is much more than it would be in nearby
Philadelphia and nearly three times what it would
be only a few miles away in Wilmington, does he
have good grounds for complaint? What allowance
should he make for the fact that in Philadelphia he
would be subject to twice the “general sales tax™ he
pays in Camden, or in Wilmington to a hefty State
income tax, not levied in New Jersey?

How can John Q. Public make anything of
newspaper reports of property tax rates of different
local jurisdictions when, as is all too often the case,
the governments being compared are in areas where
property is officially valued for tax purposes at
different fractions of its real market value?

Or again, what can John Public make of the
fact that New York City and Washington, D.C.
spend far more per person than do most city
governments? The typical municipality provides
only a part of all local public services needed by its
residents; they are usually served also by a county,
school district, and various special districts. On the
other hand, New York City has no such overlying
units with separate taxing power, and Washington,
D.C. does not even have an overlying State
government.

These are only a few examples of the problems
likely to arise in trying to make meaningful fiscal
comparisons of various areas and governments, especially
when these are located in different States.

In large part, these problems and difficulties are a
by-product of the American federal system of
government which gives the main responsibility for
domestic public services to the States. They, in turn,
have delegated to local public bodies a considerable
share of this responsibility. Being entirely independent

'Sir William Thomson (Baron Kelvin), Constitution of
Matter (London: MacMillan and Co., 1891), p. 1.




of each other and largely independent of the National
Government, each State has been free to develop its own
governmental and financing arrangements. Great differ-
ences in various parts of the country have resulted.

On the other hand, there are marked similarities in
the nature of local community requirements. People in
every part of the Nation need and somehow receive a
“package” of localized public services which includes
some services, such as police protection, public schools,
and roads, recognized as major responsibilities of
government everywhere. In closely-settled areas, the
package also involves added public services, including
some so essential that human survival in an urban
environment would be impossible without them.
(Winston Churchill once wrote that the only time he
nearly despaired during the Battle of Britain was when
the London sewer system—its “drains”—was imperiled.)

Two other facts require emphasis. First, in spite of
the States’ legal power to act separately in devising
patterns of government and financing arrangements,
they have actually done a good deal of copying from one
another. As a result, many of the variations cited above
are of secondary importance, not of a fundamental
nature. For example, although there are marked
interstate differences in the degree to which public
responsibilities have been delegated to local govern-
ments, a good deal of delegation appears everywhere; no
State tries to exercise all of its constitutional powers
directly. Similarly, although the legal scope of the
property tax varies considerably from State to State,
everywhere it is a very important revenue source,
especially for local governments. Most of the major taxes
used by State governments have taken shape within the
past half century or so, and generally have common
basic features.

Secondly, the Bureau of the Census regularly
develops statistics on State and local government
finances in a framework that groups various items
according to certain standard definitions, rather than
according to their diverse handling in State and local
accounts. By adding together amounts concerning
various “overlying” governments, as thus available from
Census Bureau sources, it often is possible to deal with
some of the handicaps to meaningful fiscal comparisons
which were suggested above.

In summary then, although inter-area differences in
governmental institutions and financial practices compli-
cate the matter, it is possible to make much more
meaningful comparisons of public financing in various
areas than those that are often carelessly made.

But, conceding both the difficulty and the
feasibility of making good comparisons of this sort, why
try? What do they matter? The answer is at least
threefold.

First, it is tremendously important that the general
public be able to form some reasonable idea as to how
well it is being served by government. Qur whole
framework of representative institutions is based on the
premise that popular appraisal is both possible and
desirable. To the extent that public views about
governmental performance include concern about taxes
and public spending—and some present and previous
local officials would no doubt say that most voters are
too preoccupied with these matters!—surely it is
desirable that such views rest on accurate information.
Yet, it is all too easy for voters to be misled by figures
that grossly misrepresent the relative financial position
of their communities. The development of more
meaningful comparative figures should reduce the
likelihood of poorly-founded judgments by the general
public, whether voting is on specific tax-rate or
borrowing questions that are put to referendum or on
deciding whether to re-elect present officials or “turn
the rascals out.”

More directly, well-based financial comparisons are
needed by responsible policymakers—governors, mayors,
legislators and local councilmen and board members
—who in their representative capacity make most of the
specific decisions about public budgets, taxing, and
borrowing. In particular, such officials generally try to
keep their own jurisdictions from getting too far out of
line with neighboring or competing areas.

There is a third extremely important purpose to be
served by good comparative measures of fiscal capacity
and effort, involving policy-making and administration
with regard to grants-in-aid from one level of
government to another.

Federal grants supply more than one-sixth of total
State and local government revenue; State grants provide
nearly one-third of all local government revenue. Many
of these grant arrangements make no provision for
differentiating among the aided governments according
to variations in their financing capacity or effort.
However, there are some grant programs—particularly
Federal aid for public welfare and health purposes, and
State grants for schools—which do take account of such
differences among the governments eligible for aid.

State-local grants of this kind usually measure the
firancial capacity of the local governments by their
property tax base. In the case of school districts, a
“poor” district is likely to be so identified because it has
a relatively small amount of taxable property per pupil
or per teacher, usually with some allowance for
estimated differences in the level of assessments (i.e., the
relation between assessed value and market value of
taxable property). In turn, if the level of local “effort”
enters into the State grant formula, this is generally




measured in terms of a local property tax rate, usually
with allowance for assessment levels.

Differences in the financing capacity of aided
governments are specifically taken into account in only a
limited number of Federal grants, but these programs
account for a considerable share of all Federal grant
dollars. Under these programs, interstate differences in
capacity are measured in terms of the respective States’
average per capita personal income, as estimated annu-
ally by the Office of Business Economics, with more
generous aid authorized for those States that rank
relatively low.

Differentiation between “poor” and ‘“‘well-off”
areas has been provided in few of the Federal grants that
go directly to local governments, The amount of money
distributed under these programs is still far less than the
total of Federal-State grants, but in recent years direct
Federal-local grant programs have burgeoned both in
number and in the dollar amounts involved.

Anticipating Some Conclusions

The need for meaningful comparative measures of
fiscal capacity and effort—their actual or potential value
for grant-in-aid use—was a major element in the decision
by the Advisory Commission on Intergovernmental
Relations to sponsor the present study. While grants by
the Federal Government directly to local governments
have been multiplying in variety and dollar amount,
these Federal-local aid arrangements, unlike some
important Federal-State grant programs, do not provide
for any differentiation between relatively “low capac-
ity” or “high-effort” jurisdictions and others. Lacking
any organized body of statistics to reflect the relative
fiscal capacity of claimant local areas or governments, it
has been necessary in the design of Federal-local aid
arrangements to disregard such differences. If, however,
meaningful comparative measures of fiscal capacity and
effort can be developed for various local areas and
jurisdictions, then new policy options might be available
for the design and administration of Federal-local grants.

To arrive at a firm answer to that “if”’, this study
has included an effort to develop comparative fiscal
measures for many hundreds of local areas, including
substantially all metropolitan areas and their component
counties and all other counties of 50,000 or more, as
well as some threescore large cities. The net result is a
definite “yes”—meaningful and useful comparisons can
be made of the relative fiscal capacity and effort of
various local areas.

On the other hand, it has become increasingly clear
in the course of this study that any attempt to build
capacity and effort measures into Federal-local grant
arrangements would have to be made selectively and
carefully, and with allowance for certain inherent

problems and limitations. In other words, comparative
data appear usable for certain kinds of Federal-local
grant formulations but definitely not for others.

Though aiming mainly at the problem of local-area
comparisons, it was necessary and desirable to develop
measures of relative fiscal capacity and effort at the
State level. These statistics update, in a broader context
and with some changes in approach, figures that were
presented in the Commission’s earlier examination of
State-local tax capacity and effort.® The results illustrate
a possible alternative to personal income data for
measuring relative fiscal capacity in certain Federal-State
grant programs. While most States would rank about the
same on either basis, some differences are considerable.
It can be argued, that findings based on a fiscal approach
to measuring capacity would be more pertinent than
personal income statistics to the objectives involved in
“equalizing” grants-in-aid.

Some of the most difficult problems encountered in
trying to devise comparative capacity and effort
measures that might be used in Federal-local grants
would not arise in a corresponding effort regarding fiscal
differences within a single State. Thus, the methods used
here should be considered by State governments for
application to their own grants-in-aid.

Altogether, then: (1) meaningful comparative
measures of fiscal capacity and effort can be developed
for various local areas; (2) such measures would lend
themselves to selective and careful use in some kinds of
Federal grants targeted toward local governments; (3)
corresponding measures might well be built into various
Federal-State grant arrangements; and (4) States could
use a comparable technology to measure relative local
fiscal capacity and effort for some of their grant
programs. It would be unfortunate, however, to appraise
this study solely in terms of its possible relevance for
grants-in aid.

Although intergovernmental transfers supply a sig-
nificant and growing part of local public financing, the
great bulk of local government support is “self-support”
from locally-imposed taxes and other locally-determined
revenue sources. Local policymakers are considerably
influenced in decisions about such self-support by their
impressions—too often based on inadequate or even
misleading data—as to how their particular communities
compare with others. Accordingly, it may be at least as
important to have reasonably sound measures of relative
fiscal capacity and effort available as a background for
policymaking at the local government level as to have
such measures for the design of Federal or State grant
programs.

2Advisory Commission on Intergovernmental Relations,
Measures of State and Local Fiscal Capacity and Tax Effort
(Washington: U.S. Government Printing Office, October 1962).




Determining What Should Be Measured

The dictionary traces the word fiscal to a Latin term
for “money basket,” and defines it as “pertaining to the
public treasury or revenue.” Fiscal capacity measures are
concerned with the ability of governments to obtain
resources for public purposes—their potential reach in
filling their money baskets. Measures of fiscal effort try
to gauge how much of this capacity they are actually
using—how far they are reaching.

It is not the purpose of this study, however, to
measure fiscal capacity in an absolute sense. Rather, it
seeks acceptable measures of the relative financing
capacity of various governments, or of the governments
that serve various areas. Fiscal effort measures are
concerned with relationships in two ways: to measure
for any particular area the actual financing performance
of governments against their estimated financial reach;
and to examine differences from area to area in this
measure of relative governmental effort.

It is especially important to observe that “fiscal
capacity” involves the financing capability of govern-
ments, rather than the economic well-being of people.
The two are interrelated, because governments depend
mainly for their financing upon taxes and other revenue
sources that tap the income, transactions, or property
holdings of people. It is not surprising, then, that the
ACIR’s 1962 study found general similarity in the tax
capacity standing of various States whether gauged by
personal income or in terms of the yield of a
“representative tax system.” But that study also found
some differences in the results of the two measures for
individual States.

For smaller areas a simple one-to-one relationship is
even less likely to be found in the relative well-offness of
governments serving particular communities and of the
resident population of such communities. This is partic-
ularly obvious in *“tax havens” that have large industrial
or commercial installations which give their local govern-
ments a relatively rich revenue base, even though the
residents may be few in number and poor in income and
property holdings. But the revenue base of local govern-
ments near such tax havens often is less adequate than
might be expected by reference only to the income of
the residents, many of whom are employed in the haven
area. The business property of the haven area is beyond
the fiscal reach of these outlying governments. Or again,
there are some communities or even entire counties
where, due to the location of State capitols or univer-
sities, or of Federal installations, much of the local
economy rests on governmental operations. Because the
local governments that serve such areas cannot tax the
public property involved, their fiscal reach is likely to be

less than that of other areas having a similar level of
residents’ personal income but a more usual mix of local
economic activity.

As attention is shifted from entire States to
metropolitan areas, counties, or cities, the frequent lack
of close correspondence between the relative fiscal
capacity of governments serving various areas and the
relative economic well-being of the residents of such
areas is increasingly apparent. It then becomes more
important to seek some means for measuring fiscal
capacity that does not presume such a correspondence.

By the same token, in dealing with fiscal effort we
are seeking to measure governments’ use of their potential
financing capacity rather than to compare the resulting
burdens that fall upon people in various areas. As in the
case of capacity, the two are likely to be related: in an
area where governments are making greater-than-average
use of their total potential financing capacity, the
resulting burden upon local residents is likely also to be
on the high side. But this is not necessarily the case, nor
are geographic differences in relative total governmental
effort likely to correspond directly to differences in
locally-borne burdens. This is because some taxes and
other governmental exactions can be shifted by those
who pay them in the first instance to someone else. For
example, economists generally believe that most sales
and excise taxes collected from producers, wholesalers,
or retailers are passed along to the buying public,
whether as a specific extra charge or in the form of
higher prices. But not all members of the “buying
public” are residents of the taxing jurisdiction. Thus, in
a local area with a large volume of tourist trade, heavy
reliance upon sales taxes may load onto non-resident
visitors a considerable fraction of the financing of public
requirements. For such an area, one might find a
comparatively high measure of relative revenue effort,
even though—thanks to this targeting at the tourists—
locally-borne tax burdens are only average or even low.

This is an important point, worth emphasizing:
Comparative measures of revenue effort refer to the
extent to which governments in various areas were
making use, in 1966-67, of their potential revenue
capacity; these measures do not directly reflect inter-
area differences in resulting tax or revenue “burdens.”
This is likely to be disappointing to some, but several
extenuating facts should be noted.

The present study was initiated with particular
concern for intergovernmental relationships, and the
extent to which good localized measures of relative
capacity and effort might be available for the design of
Federal and State grants-in-aid. For that purpose it is
clearly necessary and proper to direct attention toward
data pertaining to governments rather than data about
people or their tax burdens. The relevant consideration




is the amount of revenue within reach of the particular
jurisdiction through the use of “average’ taxes and tax
rates. It matters not for this purpose whether those taxes
are paid ultimately by consumers of exported products
or by the nonresident consumers of tourist facilities and
services. What matters is that prevailing tax practice
permits these revenue sources to be tapped locally for
governmental purposes.

Any effort to develop geographic comparisons of
tax burdens would demand numerous assumptions on
the extent to which the costs imposed by various kinds
of taxes can be shifted to someone else by the persons or
businesses actually subject to tax, and the conditions
under which this is likely to occur. Efforts of this nature
would take the present study considerably beyond its
intended and feasible scope. Economists differ about the
shifting and incidence of some important elements of
the State-local tax system and it would be necessary
somehow to reallocate geographically those components
of governments’ total “take” that are considered
especially subject to shifting.

Finally, although illustrative figures for various areas
do not directly reflect geographic differences in local
fiscal burdens, they nevertheless throw useful light on
that matter. For example, the data show how much of
the estimated total revenue capacity of each reported
area can be attributed to various kinds of revenue
sources, which are likely to differ in the degree to which
they may be subject to geographic shifting of ultimate
burden—e.g., residential property, as compared with
commercial and industrial property. Together with the
measures of “effort” shown separately for various
revenue components, these figures can with appropriate
caution be used at least to identify those areas where
localized burdens for public financing were probably
well above or below the prevailing level in 1966-67.

In order to make comparisons across State lines, the
question immediately arises: How to take account of the
marked variations that exist from one part of the
country to another in the ways that States share
responsibility with their local governments for providing
and financing public services? It would be a nearly
meaningless exercise to compare per capita amounts of
revenue raised by local governments in New Jersey and
Hawaii, for example, without allowing for the fact that
in New Jersey such collections must finance a substantial
share of all spending for schools and public welfare,
while in Hawaii these costly functions are State-
financed. Mainly because of differences in the scope of
direct State handling of particular functions and the
extent to which States provide grants-in-aid, the local
government share of total State-local taxes ranges
widely—from little more than one-third to about
three-fourths.

It is necessary, then, in attempting comparisons of
local fiscal capacity and effort across State lines, to build
in a specific allowance for such wide variations. One
approach would be to figure the revenue-raising capacity
of local areas on a standard basis, but then deduct each
area’s estimated contribution to State government reve-
nue. This would result in a kind of “disposable capacity”
figure with which actual amounts of local government
revenue could be compared. But such an approach
would leave much to be desired, as can be seen by
considering two areas, as follows:

Area A Area B

a. Per capita personal income $3,000 $3,000
b. Per capita State revenue . . . 200 100
c. Balance (a minusb) . . . . . 2,800 2,900

Would it really be reasonable to conclude, as the
figures might suggest, that local governments in Area A
have nearly as much “disposable capacity” to tap as
those in Area B? Or would it not be more reasonable to
presume—since most taxpayers are much more con-
cerned about their total tax load than about what level
of government is hitting them—that the heavier State
load in Area A has a much more drastic effect than this
in limiting the revenue capability of local governments
there?

Clearly, some other method seems necessary to take
account of the varying proportions of State and local
government financing. For the present study, it was
concluded that the only proper approach was to deal
jointly with these closely interrelated levels of
government, and to develop capacity and effort
measures that would take account of both. The
illustrative figures are subclassified, however, to show
separate State and local government components, so that
they reflect the kinds of variations mentioned above,
and indicate “relative effort” not only in terms of
overall State-local revenue but also in terms of the
portion of such revenue that is raised by local
governments. Comparisons of this latter kind may well
be misleading except in the context of the broader kind
of composite measure.

In deciding what needs to be measured, the scope of
State and local government finances must be taken into
account. In 1967, tax revenue of these governments
amounted to $61 billion, but their expenditure was
nearly twice as great, $106 billion. Besides taxes,
financing came from Federal aid (more than $15
billion), and from other nontax sources. In trying to
devise capacity figures by which to determine relative
State-local effort, it seems logical to omit Federal aid.
But how about the other financing sources? At least two
reasons might be seen for trying to take them all into




account: (1) If successful, this would provide a really
comprehensive measure of capacity, to which the total
of all State-local financing could be related; and (2)
“effort” could then be analyzed not only in terms of the
various sources involved but also according to the
purposes or functions being financed (subject, of course,
to the deduction of Federal aid amounts received by
State and local governments for the particular
functions).

But such a comprehensive approach could also be
questioned on several grounds. In particular, it would
involve putting together on a gross basis capacity figures
covering quite different elements of State and local
government activity, such as the States’ provision of
unemployment compensation and various local govern-
ments’ operation of electric power and transit systems.
Any area where such activities loom relatively large
presumably would show up with greater-than-average
total capacity. Even if its total financing also showed up
high, the resulting measure of relative effort would
involve a mix of what most people recognize as
“ordinary” governmental activities with these other
more infrequent and variable elements. Since a major
concern of this study is to seek capacity and effort
measures that could be used in the design of grant-in-aid
arrangements, some of these specialized financing ele-
ments should be left out of the picture or, at least, they
should not be included in gross terms.

How about borrowing? A considerable part of the
capital outlay of local governments is financed in the
first instance by debt issuance. The same is true to a
lesser extent for State government outlays. Debt
financing might be viewed as one form of governmental
effort—at least a short-run alternative to the raising of
the same amount of revenue. Although debt issuance
permits the postponement of the burdens flowing
immediately from taxes or fees and other charges, it
does involve a sort of sacrifice by the jurisdiction
involved—a reduction in its further borrowing power and
the acceptance of a future drain upon its resources for
debt service. A major argument for trying to take
account of the borrowing component of State-local
financing is that this would permit the subclassification
of “effort” along functional lines. On the other hand, to
do that would imply that borrowed funds can be readily
interchanged with governmental revenues, and that is
not so. Bonds are usually issued to finance particular
capital outlays and cannot be diverted to other purposes.
Furthermore, very special problems arise in trying to
measure relative debt capacity. Accordingly, in the
present study capacity and effort have been measured
and reported mainly in terms of revenue alone, although
Appendix F takes a look at broader measures that also
take account of financing by debt issuance.

This study is concerned mainly with what the Census
Bureau reports as State and local governments’ “general
revenue from own sources.” Besides tax revenue, this
includes charges collected in connection with various
governmental services, such as college tuition fees and
public hospital charges, interest earnings on govern-
ments’ financial assets, and other miscellaneous nontax
revenues. Altogether, such sources in 1966-67 supplied
nearly one-quarter as much as State and local
government tax revenue. But it seemed important to
take account also of the financing to help support
ordinary “general government™ functions that certain of
these governments obtain by operating various com-
mercial undertakings.

One illustration is the liquor stores operated by
about one-third of the State governments and also by
local governments in a few States. The net surplus from
such operations can reasonably be viewed as, in effect, a
tax on liquor sales. It has been so treated here. Many
local governments also own and operate electric utility
systems; even more of them have water-supply systems;
some operate gas-supply utilities, and some operate
transit systems. Although, as already noted, it does not
seem desirable to deal with such commercial activities on
a gross basis (with all their revenue entering into the
calculation of governmental effort), it does seem proper
to recognize that surpluses from such operations may
serve as a substitute for other forms of local government
revenue. This is especially the case because, except for
publicly operated transit systems (which are usually
operated at a loss), it is the prevailing practice for the
governments with such utilities to obtain some net
financial benefit from their operation. Furthermore, to
ignore this element of revenue capacity in making
geographic comparisons would result in “‘unfair”
findings. The tax base of an area served by a
privately-operated power system would presumably take
account of the taxability of the property of that system,
while the tax base of a corresponding area served by a
public power system would lack such a component.

In 1966-67, the total “net surplus” arising from
local governments’ operation of water, electric, gas and
transit utilities was $1.5 billion. These utility surpluses
and the $321 million in net surpluses of State- and
locally-operated liquor stores are part of the revenue
capacity and effort to be examined in the present study.
The resulting nationwide total is $77.6 billion: $61
billion of State-local tax revenue, (as defined by the
Census Bureau), $14.8 billion of what the Census Bureau
terms “‘charges and miscellaneous general revenue,” and
$1.8 billion available for general government purposes
from publicly-operated liquor stores and utilities.
Completely excluded from consideration, besides
Federal aid, is “insurance trust revenue,” which consists




of receipts from contributions and investment earnings
of employee-retirement systems and various other
State-administered insurance systems.

Measuring Revenue Capacity

The ACIR’s earlier study of the relative tax capacity
and effort of the States made use mainly of what it
termed the “‘representative tax system” approach. That
methodology involved: (1) Determining for each of
various kinds of State and local taxes a national average
rate which, if applied throughout the Nation, would
have produced the same total amount of revenue that
State and local governments actually obtained from the
particular type of tax in 1960; (2) Estimating by State
the potential yield of each type of tax, if imposed at this
uniform nationwide rate; and (3) aggregating these
potential-yield amounts for each State to arrive at an
estimate of its total tax capacity.

A similar approach to estimating revenue capacity
has been followed in the present study. The handling of
taxes at the State-area level parallels very closely that
which was pioneered in the previous ACIR report.
However, to account for nontax revenue as well as taxes,
the focus has been expanded to employ what might be
termed an ‘“‘average financing system” approach by
which the revenue capacity of any particular area is
defined as the total amount of revenue that would result
by applying, within the area, the national average rate of
each of the numerous kinds of State-local revenue
sources.

As thus used, the word “rate” may be more readily
understandable for taxes than for nontax revenue.
Chapter 5 describes in detail the manner of dealing with
various revenue items. It may suffice here to say that for
most nontax revenue components the ‘“rate” used to
estimate potential yield in various areas was a ratio
obtained by dividing the nationwide total of actual
revenue from the particular source by the nationwide
total of current State or local government spending for
the activity that gave rise to the particular item of
revenue. For example: in 1966-67, local governments’
“current charges” revenue from their park and
recreation activities amounted to $195 million, or 22.3
per cent as much as their current operation expenditure
that year for such activities ($873 million); accordingly,
in estimating revenue capacity for any area, a sum for
this kind of current charges revenue was included equal
to 22.3 per cent of current spending for parks and
recreation by local governments within the area.

It will be observed that this treatment builds some
allowance for the differing functional scope of
governments in various areas into the resulting summary
measures of overall revenue capacity. For example, a

highly urban county-—where sanitation, public housing,
airports, and public hospitals make up a relatively large
part of local government activity—would be credited
with the additional revenue potential commonly
associated with such charge-related services.

At first glance, it may seem odd or undesirable that
the revenue capacity of a government should thus be
made to depend in part upon the scope of its current
operations. With this approach, for example, State A,
with an extensive public university system, has more
revenue capacity than otherwise similar State B, where
higher education is largely supplied by private
institutions, because State A has access to more “current
charges” revenue through its public university system
than does State B. But this is only a particularly
emphatic reminder that the concern is not with economic
measures regarding people but, rather, with measures
regarding governments, and on that basis it is not
illogical to credit greater capacity to State A.
Furthermore, even with the extra capacity so credited,
the government with broad functional responsibilities is
unlikely to be fiscally ““better off” in net terms than an
otherwise similar government which provides fewer
services. As the foregoing figures for ‘“‘parks and
recreation” illustrate, current operation spending for
most functions is greater than the charge revenue they
are likely to yield (though some functions are
exceptional, as indicated by table 19). Usually, then,
the additional estimated own-source revenue capacity is
more than offset by related extra fiscal requirements.>

Perhaps a better way to clarify the logic of this
approach is to recall the reference to two local areas
having different arrangements for electric power—one
with a privately-owned utility and the other with a
publicly-operated system. Allowing for the potential
contribution of the public system to general local
government support (in terms of average nationwide
relationships for public power systems), offsets the fact
that its property holdings, unlike those of the
privately-operated system in the other area, do not
contribute to the base available for local taxation.

The “average financing system” approach in the
first instance involved estimating for each State the
potential yield at national average rates of numerous
components of State and local government revenue, and
adding these amounts to arrive at a summary estimate of

3An alternative approach to this aspect of comparative
fiscal measurement appears in Selma J. Mushkin and John F.
Cotton, Functional Federalism: Grants-in-Aid and PPB Systems.
That study applies the concept of “‘capacity requirements,” in
which governments’ revenues from fees and charges (and also
from Federal grants) are deducted from gross expenditure
requirements, in order to obtain a net amount that can usefully
be compared with an estimate of tax capacity.



total revenue capacity for each State area. As a second
major step, to obtain corresponding capacity figures for
local areas, similarly detailed estimates of potential yield
were developed and added for each such area.

This procedure in effect weighs each revenue source
according to its relative nationwide importance. For
example, if we imagine an area that is “average” in the
sense that its economy is a direct miniature of that of
the entire Nation, we would find that 11.6 per cent of
its estimated revenue capacity would be attributable to
State general sales taxes, 15.4 per cent to local property
taxes on residential property, 1.1 per cent to local taxes
on earnings or income, 8.1 per cent to local charges for
various general-government services, etcetera, since these
are the proportions of all State and local government
revenue—as defined for this report—that actually came
from these sources in 1966-67. (Appendix table B-1
gives a detailed picture of the composition of total
State-local tax revenue, by source.)

In some connections, however, such a system of
weighting may seem undesirable or even potentially
misleading. This is especially likely when not dealing
with State-local aggregates, but comparing the actual
revenue performance of local governments with the
amount of capacity that involves local governments’
revenue sources. The “average financing system” method
credits some local government capacity for kinds of
taxes that in certain States are not even legally available
for local government use. Also, there is considerable
interstate variation in the relative reliance placed upon
State government revenues. To take account of these
complications, fwo sets of revenue capacity estimates
have been developed for individual local areas—one
based directly on national-average rates for various
detailed sources; the other with weighting adjusted in
each State to reflect the proportionate use of particular
sources within that State. This adjustment of source
weights, however, was applied in such a way that if the
process were applied to all parts of any State, the
estimated statewide capacity would be the same as that
resulting from the direct use of national average rates. In
other words, there is really only a single set of “total
revenue capacity” estimates at the State level, but two
alternative sets of total-capacity estimates for individual
local areas.

Especially for local policymakers, the adjusted
measure of local government capacity is likely to be
more pertinent than the simple unadjusted measure,
since it takes account of interstate variations in financing
arrangements, including departures from the ‘“‘average”
division of revenue-raising responsibility between State
and local governments.

Measuring Revenue Effort

As reported in this study, “revenue effort” is an
expression of the percentage relation between actual
amounts of revenue obtained by governments in
1966-67 and their revenue capacity, as estimated by the
“average-financing-system” approach. Under that sys-
tem, actual revenue equals total revenue capacity,
nationwide, and capacity for each detailed revenue
source (in other words, the nationwide effort measure in
each instance would be 100 per cent). Therefore, the
effort measures shown for various States and local areas
actually show how they compare in revenue perfor-
mance with a national average.

The actual revenue amounts used for these
calculations were drawn from the 1967 Census of
Governments. As more fully explained in Chapter 5, it
was necessary in a few instances to estimate yields for
particular tax components not separately detailed in the
Census sources. But the intrastate geographic allocation
of State government revenues was the most important
estimating task needed to arrive at “actual” revenue
amounts for local areas. This involved using the same
“allocator” for each State tax that was used to estimate
tax base or potential yield; the State governments’
nontax revenue was geographically allocated in terms of
population—i.e., on a uniform per capita basis within
each State. For any interstate metropolitan area it was
necessary to carry out the operations separately for each
State portion of the SMSA.

Why The Average-Financing-System Approach?

The methods used here to estimate relative revenue
capacity and effort involve a complicated set of
operations, dealing with many different factors. Some of
the reasons for this already have been suggested.
Nevertheless, additional questions arise: Is such a
complex operation really called for? Would not some far
simpler approach serve as well, or perhaps yield results
that in some sense would actually be “better?”

“What other approach?” A search for possible
alternative methods would likely begin with an in-
ventory of various kinds of economic data that are
available in comparable form for individual local areas,
to find one or a few items that would provide a
close-fitting measure of governments’ revenue-raising
capacity—i.e., their potential fiscal reach. The present
research effort did not start out that way, but intensive
use of the data sources lead to the conclusion that this
description is not satisfied by any one particular
economic measure available periodically for local areas.

There are numerous measures that have some
bearing upon governments’ revenue-raising capacity—



data on personal income, the volume of retail trade and
services, property values, and so forth. However, as soon
as one abandons the hope of finding and using a single
indicator, and accepts the necessity for taking some
account of two or more, the sticky question arises: How
much weight should be given to each of several
potentially relevant indicators to arrive at a good
summary measure of relative revenue capacity for
various areas?

One possible answer would rest on some presump-
tion as to the way that governments ought to be
financed. For example, if one thought that about
one-third of all revenue gathered by State and local
governments should come, respectively, from taxes on
income, retail sales, and property values, then a capacity
measure giving equal weight to indicators for these three
items would be logical. But there is no consensus as to
an “ideal” revenue set up. In fact, local and State
government revenue is obtained from a great variety of
sources, tapping economic values or flows that are not
distributed in a parallel way among various areas.

These facts give a strong push toward the approach
applied in the present study which rests on the
proposition that, in trying to arrive at @ meaningful
summary measure of relative revenue capacity for
various areas, it is best to weight various detailed
elements of potential capacity according to their relative
contributions to the grand total of all revenue raised by
State and local governments. Whether applied at the
national level or (as in the “adjusted” capacity measures
for local areas) on a within-State basis, such a set of
weights seems more likely than any alternative to give
summary capacity estimates with which actual revenue-
raising performance can logically be compared. It
provides a reflection of the real world, rather than of
some other set of assumed circumstances.

In turn, this suggests another useful aspect of the
average-financing-system approach to estimating revenue
capacity. It supplies not only summary measures but
also comparative effort measures for particular sources.
Any action by responsible policymakers to change the
revenue performance of the governments with which
they are concerned must deal with specific sources
rather than in general or over-all terms. This helpful
feature of the average-financing system approach is
illustrated here especially in the tables comparing entire
States, where numerous sources are shown explicitly.
The figures given for individual local areas reflect an
abridged set of categories, but these figures are backed
by computer-tape records from which far more detailed
comparisons could be developed.

The question remains: is it really important to make
use of a highly detailed subclassification of sources?
Might not a few major categories serve as well?

It is true, of course, that the present study deals
separately with a great many different revenue
components, including some that contribute only a
fraction of one per cent of all State-local revenue
nationwide. But national proportions are not what really
matters in this context; the real questions are (1)
whether there is marked geographic diversity in the per
capita base for particular revenue components, and (2)
the extent to which such variations are extremely similar
for some items, so that they might properly be grouped
in estimating revenue capacity. It is true generally that
marked differences in geographic distribution exist
among States and still more among smaller areas. It is
true also that many detailed revenue elements tend to
vary in parallel fashion. But such general knowledge is
not enough. In trying to judge what compression or
grouping of revenue sources might be proper to estimate
revenue capacity, findings based on detailed data, against
which alternative estimates can be checked, are essential.
Some such comparisons have been made (Chapter 7).
Not surprisingly, many areas show up about the same,
whether their revenue capacity is estimated from highly
detailed components or with a broader grouping of
items. But whether the latter approach is “just as good”
as the former depends on how the results are to be used.
Summary grouping is likely to serve if one seeks only a
basis for generalizing about locational patterns. But if
the results are to be used in a particular grant-in-aid
program, even rather rare departures from the usual
parallel between the two methods may be important; it
would be little comfort to a particular area that is
harmed by a faulty allocation formula to be told that
such instances are highly unusual.

A desirable feature of the average-financing-system
method for estimating revenue capacity is that this
approach affords a reflection of the real world of
State-local financing. This should not be interpreted,
however, as saying that present financing arrangements
of State and local governments (or perhaps a bit more
accurately, those of 1966-67, as reflected here) are
considered ideal or even desirable. Numerous policy-
oriented studies by the Commission, as well as reports
and statements by many other interested observers, have
emphasized the urgent need for a more productive and
equitable State-local revenue system. There is no clear
consensus about the details of any “ideal” system.
However, many observers would undoubtedly subscribe
to the viewpoint indicated in various ACIR reports, that
there should be relatively more use made of personal
income taxation and a relative deemphasis of the
property tax for State and local government financing.
Accordingly, Chapter 7 also presents and discusses some
alternative measures of revenue capacity, with the
weighting of various revenue sources adjusted in those
directions.



Chapter 2

HOW STATES AND LOCAL AREAS COMPARE

The many pages of statistics appearing in Appendix
G would lend themselves to far more exhaustive analysis
than can be offered here. But while the following
observations are necessarily limited and selective, they
should help to highlight the findings and to illustrate
some of the informational needs that can be served by
comparative measures of revenue capacity and effort.’

Statewide Measures of Revenue Capacity

All revenue sources. A 2.6-to-1 range exists in
relative revenue capacity of State and local govern-
ments—from $670 per capita, or 69 per cent above the
national average in Nevada, to $259 per capita, or 35 per
cent below the national average in South Carolina. Even
if the four highest-ranking and four lowest-ranking
States are disregarded, the others still show a range of
nearly 1.7-to-1, from 23 per cent above the national
average to 26 per cent below.

Regional factors are obviously important: the seven
lowest-capacity States—Alabama, Arkansas, Kentucky,
Mississippi, North Carolina, South Carolina, and West
Virginia—are all in the South; and the five highest-
capacity States—Alaska, California, Nevada, Washington,
and Wyoming—are all in the West. However, as more
fully noted later, sizable differences in total revenue
capacity appear in each of the four major regions of the
country.

The data indicate even greater interstate variation in
revenue capacity than in per capita personal income,
which showed a 2.1-to-1 range in 1966, from 25 per cent
above the national average in Connecticut to 41 per cent
below the national average in Mississippi. However, if the
four highest-income and four lowest-income States are
disregarded, the resulting range of 1.7-to-1 is similar to
that so calculated for revenue capacity.

As would be expected, most high-income States also
are above average in per capita revenue capacity, and
most low-income States have less than average capacity.
However, this is not always the case, nor do the two
relative measures always match closely. In 24 States they
differ from one another by at least 10 per cent.
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There are only three States (Georgia, Hawaii, and
North Carolina), together having five per cent of the
Nation’s population, where these two comparative
measures differ by less than two per cent.

In the following 29 States, with 42 per cent of the
Nation’s population, per capita personal income
apparently under-indicates relative revenue capacity by
at least two per cent:

At least 20% below:
Louisiana . . . . . . . . . . . . . 24
Nevada . . . . . . . . . . . . . 31
NewMexico . . . . . . . . . . . . 25
North Dakota . . . . . . . . . . . 28
Wyoming . 37

15% to 19% below:
Montana . . . . . . . . . . . . . 15
Nebraska . . . . . . . . . . . . . 16
Oklahoma . . . . . . . . . . . . 19

10% to 14% below:
Alaska. . . . . . . . . . . . . . 10
Arizona . . . . . . . . . . . . . 14
Florida . . . . . . . . . . . . . 13
Idaho . . . . . . . . . . . . . . 12
Mississippi . . . . . . . . . . . . 11
Oregon . . . . . . . . . . . . . 11
South Dakota . . . . . . . . . . . 13
Texas . . . . . . . . . . . . . . 10
Washington . . . . . . . . . . . . 12

!Since these statistics mainly pertain to fiscal 1966-67—the
year for which detailed information is available from the 1967
Census of Governments—it would be technically proper to use
the past tense in the following discussion. But that would require
monotonous repeated reference to the period involved—-*State
and local governments, in fiscal 1966-67....," etcetera.
Accordingly, most of the following discussion is couched more
briefly and simply in the present tense, relying on the reader to
make due allowance for this matter of time reference. It should
also be noted that summary State-by-State estimates of relative
tax capacity and effort for 1968-69 (a period two years later
than that covered in most of this study) appear in Appendix
Table G-14, and are discussed later in this chapter.



5% to 9% below:
Arkansas .
California .
Colorado .
Kansas . .
New Hampshire .
Tennessee
Utah

2% to 4% below:
Alabama
Delaware .
Iowa
Kentucky .
Minnesota
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In the following 19 States, having 53 per cent of the
Nation’s population, per capita personal income
apparently over-indicates relative revenue capacity by at
least two per cent:

At least 10% above:
Connecticut . . . . . . . . . . . . 14
District of Columbia . . . . . . . . . 12
Maryland , . . . . . . . . . . . . 11
Massachusetts . . . . . . . . . . . 14
NewlJersey . . . . . . . . . . . . 12
Pennsylvania. . . . . . . . . . . . 16
RhodeIsland . . . . . . . . . . . 15

5% to 9% above:
Hlinois .
Indiana
Maine .
New York
Ohio
South Carolina .
Vermont .

2 to 4% above:
Michigan .
Missouri
Virginia
West Virginia
Wisconsin .
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A host of factors contribute to the divergence
between relative revenue capacity as specifically
measured here by reference to the prevailing State-local
financing system and as it might be inferred simply from
personal income statistics. However, some important
elements can be observed from the lists above, and from
the tables in Appendix G which report the composition
of revenue capacity for individual States.

This 29-State list suggests that where mining or
tourism are important elements of its economy, a State
is likely to exhibit relatively much more revenue-raising

capability than resident income data would suggest. In
such States, the revenue potential of severance taxes and
of certain kinds of sales taxes is greater than under
average circumstances. For example, potential yield of
amusement taxes is a very small part of the revenue
capacity of most States. But not for Nevada, and for an
obvious reason: although its residents receive only a
quarter of one per cent of all personal income in the
Nation, that State has five per cent of the entire
country’s amusement enterprise receipts, as reported by
the Census of Business. Similarly, Texas’ share of the
nationwide base for severance taxation is seven times its
residents’ proportion of all personal income in the
Nation. For Louisiana, this ratio is about 17-to-1, and
for Wyoming nearly 20-to-1.
The 29-State list above also indicates that areas
where agriculture is an important economic element are
likely to be relatively better off from the standpoint of
the prevailing State-local revenue system than one might
infer simply by looking at resident personal income. This
mainly reflects two factors: (1) the important role of the
property tax, which in 1966-67 supplied nearly
one-third of all own-source revenue of State and local
governments and received a corresponding weight in
estimating their financing capability; and (2) the fact
that modern agriculture is capital-intensive—that is, it
involves more property investment per dollar of income
than most other economic activities.
The findings on this score as to both total revenue
capacity and tax capacity alone generally resemble those
of the earlier ACIR report on relative State tax capacity,
even though this time (as more fully explained in
Appendix D) specific allowance has been made for the
fact that the average tax rate applying to farm property
is considerably below the rates that apply to urban
residential property and business property—a distinction
not made in the previous study. Two further factors may
help to account for the better-off appearance of sparsely
populated rural States when they are considered on an
average-financing-system basis: (1) out-of-State owner-
ship of taxable property located within the State may
exceed the amount of within-State ownership of
property located elsewhere; and (2) the fact that farming
is not completely monetized and has some lingering
elements of barter economy that are not fully reflected
in income statistics.
The list of 19 States with less revenue-raising
capability than personal income figures might suggest,
shows:
1. These States together have more than half of the
Nation’s population.

2. Most of them are located in the northeastern or
north central regions of the country; in fact, 15
of the 21 States in those areas are in this group.



3. Al of the States where income figures
over-indicate revenue capacity by at least 10 per
cent are highly urban, and most of them have
been experiencing less rapid population growth
than the Nation as a whole.

Again the important role of the property tax in
State-local financing is reflected. Most of the States with
less revenue capacity than might be inferred from
income statistics have a greater-than-average proportion
of relatively old residential property, and of multifamily
as distinguished from single-family housing--factors that
tend to minimize the per-family value of residential
property in relation to money income. Several, such as
Connecticut, Rhode Island, and Massachusetts, have a
considerable concentration of service types of business
(e.g., banking and insurance), which involve less taxable
property relative to the amount of income they generate
than do most other kinds of economic activity.

Pennsylvania’s estimated revenue capacity per
person was only 84 per cent of the national average in
fiscal 1966-67, even though its resident personal income
was at the average level in calendar 1966. It may thus be
worthwhile to see how various elements account for this
divergence, as an illustration of how the average-
financing approach to the measurement of capacity
works out in this particular instance.

Pennsylvania has somewhat greater-than-average
revenue potential per capita for some sources,
particularly business property taxes and corporation
taxes, but including also individual income and death
taxes and to a lesser degree certain other taxes. In fact, if
all its other revenue sources worked out at the U.S. rate
of productivity, it would be about nine per cent ahead
of the game, over-all. But this is not the case. For many
of those other sources, Pennsylvania’s revenue potential
is somewhat below par and in some instances materially
so. In dollar terms, the greatest deficiency involves its
residential property tax base (16 per cent below the
nationwide per capita average), followed by the farm
property base (73 per cent below). Together, these two
elements account for a major part of the State’s relative
deficiency of tax capacity. Nontax revenue sources in
Pennsylvania also show up materially below average
levels. This is true to such an extent that the measure of
its relative total revenue capacity (84 per cent) is
materially below the corresponding measure of its tax
capacity (91 per cent). Numerous nontax elements are
involved, including potential revenue from State
higher-education charges, local governments’ nonschool
charges, miscellaneous local government revenue sources,
and local utility surpluses. In each of these instances,
Pennsylvania’s revenue-raising capability is considerably
under-par—reflecting a sizable departure in that State
from various kinds of national-average relationships
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{such as the relative scale of various kinds of
revenue-yielding functions) which underlie the capacity
estimates for nontax sources.

The detailed data presented in Tables G-1 to G-7
lend themselves to further analysis for each of the
States.

Tax capacity. Given the primary role of taxation in
State-local financing, it is not surprising that relative tax
capacity and relative total revenue-raising capability are
generally similar for individual States. For all but nine of
the 51 State areas, the two measures are within five per
cent, and in 22 instances within three per cent. But there
are some cases where a material difference appears when
nontax sources are taken into account in measuring
capacity, with various factors contributing to this result.
For example, revenue capability exceeds what the tax
base would suggest in Alaska and New Mexico (which
have sizable State revenue from royalties), North Dakota
(where the State operates extensive commercial
activities, such as its Mill and Elevator Association), and
Washington (which at the local level has large-scale
public power operations). Differences in the other
direction are less extreme, but both Connecticut and
New Hampshire rank materially lower in relative total
revenue capacity than in tax capacity alone—by seven
and eight per cent, respectively.

Tax capacity shows a range from $536 per person in
Nevada to $201 per person in Mississippi, or a span of
2.7-to-1. As in the case of total revenue capacity,
regional influences are apparent: four of the five States
with the greatest taxing capability are in the West
(Delaware is the exception), and all five at the low end
of the range are in the South.

How do the findings for 1966-67 compare with the
tax capacity findings for 1960 which appeared in the
earlier ACIR report on this subject? One striking
contrast appears in the yield of State-local taxes per
capita, up from a nationwide average of $202 in the
earlier year to $313 in the period now being analyzed.
This should serve as a forceful reminder that all the
reported individual-State measures are constructed in
relative terms around this considerably enlarged dollar
base. In other words, “average per capita tax capacity” is
a moving target which has moved up rapidly in recent
years.

In some instances, the two studies yield rather
similar results. About half the States rank about the
same in relative tax capacity. However, for 11 States
there is an apparent change in ranking of five to nine
places, and for 15 States the shift is ten places or more.
Put another way: the more recent figures show ten
States with relative tax capacity at least eight percentage
points higher than the 1960 comparison indicated, and



13 States where the later tax capacity measure is lower
by at least eight percentage points.

In part, these shifts reflect differences among States
in the rate of economic change during this seven-year
interval. They result in part from changes which
occurred 11 the proportions of various sources in the
nationwide makeup of State-local tax revenue, altering
the weights used to derive an overall measure of tax
capacity. But they also reflect changes applied in the
estimation process for the present study, above all a
different approach for calculating the potential yield of
property taxes. In the earlier study, a single average
effective rate was assumed, applying to the total
estimated property tax base in each St ‘e. This time
State-imposed property taxes and each of four
components of local property taxes has been handled
separately. The main effect of this revised procedure is
to reduce the revenue potential attributed to taxation of
farm property because such property is taxed at an
average rate considerably below that which applies to
urban residential property and business property (and,
of course, quite understandably in view of the broader
range of governmental services that must be financed in
urban areas).

Mainly for this reason, the over-all measures of
relative tax capacity in this study are not directly
comparable with those presented in the earlier ACIR
study. This is especially the case for States where
farming is an important economic element. Indexes are
considerably lower for Kansas, Minnesota, and New
Mexico (down eight points), for Nebraska (down nine
points), and for Colorado, Idaho, Iowa, Montana, North
Dakota, South Dakota, Texas, Utah, and Wyoming,
where measures of relative over-all tax capacity are
below those previously indicated for 1960 by ten to 24
points.

A more meaningful historical comparison can be
made, however, for the nonproperty-tax portion of tax
capacity, since these estimates have been developed
substantially along the lines of the earlier research effort.
The two sets of figures are detailed below in Table 1.
Differences indicated for individual States presumably
reflect in most part the impact of actual economic
changes upon their respective tax bases. However, the
data are also influenced by shifts in the weights given to
various sources, as a result of intervening changes in the
State-local tax structure. During this seven-year period,
the proportion of nonproperty tax revenue derived from
individual and corporate income taxes and from general
sales taxes went up, while the relative share of other
components dropped off.

For 18 States, the two years’ measures of relative
nonproperty tax capacity are practically the same,
within two percentage points of each other, and for an
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additional 15 States the shift is no more than five points.
However, for 12 States we find an upward shift of at

TABLE 1.—MEASURES OF RELATIVE NONPROPERTY
TAX CAPACITY, FOR STATES: 1960 and 1966-67

Index of per capita capacity

State {U.S. = 100)
1960 1966-67 Difference
Alabama . . . . .. 89 73 + 4
Alaska . . . . . . . . 8 102 +18
Arizona 92 95 + 3
Arkansas . 70 79 +9
California 119 118 -1
Colorado . 110 106 -4
Connecticut . 1186 116 + 1
Delaware . .o 119 120 + 1
District of Columbia 138 120 -18
Florida 100 102 + 2
Georgia 75 85 +10
Hawaii 76 90 +14
Idaho . 98 95 -3
1Hinois 12 112 0
Indiana 97 102 5
lowa 96 Q9 + 3
Kansas .. . .« . . . 1086 101 -5
Kentucky . .. . .. 76 81 +5
Louisiana e e .97 101 + 4
Maine . 85 87 + 2
Maryland. . . . . . . . 94 102 + 8
Massachusetts 101 101 0
Michigan . 100 105 5
Minnesota 100 99 -1
Mississippi 60 67 + 7
Missouri 102 99 -3
Montana . 11 103 -8
Nebraska . 103 104 + 1
Nevada . 149 181 +32
New Hampshire . 101 112 +11
New Jersey 109 107 -2
New Mexico . 105 100 -5
New York 111 103 -8
North Carolina 74 81 7
North Dakota a8 98 V]
Ohio 101 100 -1
Oklahoma 102 101 -1
Oregon 104 105 + 1
Pennsylvania . 94 93 -1
Rhode Island 94 96 + 2
South Carolina . . . . . . 66 74 + 8
South Dakota . . . . . . 91 87 -4
Tennessee 75 81 + 6
Texas . 113 105 -8
Utah a3 86 -7
Vermont . 88 97 +9
Virginia 83 86 + 3
Washington 103 106 + 3
West Virginia 78 76 -2
Wisconsin 26 94 ~ 2
Wyoming . 154 143 -1




least six percentage points, including four with a
1966-67 measure up more than ten points from that of
1960: Alaska, Hawaii, Nevada, and New Hampshire. At
the other extreme are six States where the later measure
is down at least six percentage points, including two—the
District of Columbia and Wyoming—where the drop was
more than ten points. The comparison shows some
general tendency toward a narrowing of interstate
differences in nonproperty tax capacity: 19 of the 26
States that were below-average in 1960 show a
somewhat higher index for the later year while only nine
of the 25 States that were average or better in 1960
reflect any such gain.

Altogether, this comparison would seem to indicate
that—at least insofar as nonproperty taxes are
concerned—the relative financing capability of individual
States is typically subject only to rather gradual shifts
within a few-year period.

Composition of Revenue Capacity

Tables in Appendix G record the proportions of the
revenue capacity of individual States supplied by various

sources. Nationwide, taxes account for 79 per cent of
the total. But this proportion shows a considerable
range, from only about 61 per cent for Alaska up to 86
per cent for New Hampshire. Even more variation
appears for particular revenue components, as would be
expected in view of the great diversity in the economic
makeup of the various States.

Information on this subject is summarized in Table
2, below, which is based on appendix tables G-2, G-3,
and G-6. Although Table 2 supplies high- and low-State
comparisons, it is nof concerned with interstate
differences in the intensity of use made of particular
revenue sources. “Relative effort” will be considered in a
later section. Neither does this table directly compare
absolute or per capita amounts of revenue capacity. It
deals only with the proportions of total revenue
capability attributable to various sources. Thus, where a
high proportion appears for some component in a State
that ranks low in over-all revenue raising ability (for
example, for local property taxes on business in West
Virginia, or for motor fuel sales taxes in South Carolina),
this results partly because the associated total itself is
below-average, and does not necessarily mean a relatively

TABLE 2.—PROPORTIONS OF STATE-LOCAL REVENUE CAPACITY,
FOR SELECTED TYPES OF REVENUE SOURCES: 1966-67

Per cent of total revenue capacity

U.S. average Highest State!  Lowest State!  High-low range

All taxes . .
“Personal taxes’’:2
Including residential property .
Excluding residential property
“Business taxes’’:2
Including farm property
Excluding farm property
Property taxes . . . . . .
Local property taxes on —
Nonfarm residential property .
Business property
Farm property
Sales and gross receipts taxes:
All
General L.
Selective (State-imposed):
Motor fuel
Tobacco products
Alcoholic beverage .
Public utility .
Amusements .
Individual income
Corporation .
Motor vehicle
Death and gift
Severance

Nontax revenue sources

79.0 85.7 (N.H.) 60.8 {Alaska) 1.41t01
50.9 68.8 {Va.) 36.0 (Alaska) 1.9t01
35.6 46.4 (Va.) 27.1 (N. Dak.) 1.7t0 1
20.6 31.4 (Wyo.) 15.0 (N.H.) 2.1t01
18.0 26.5 (La.) 9.6 (S. Dak.} 2.8to1
32.0 34.6 {(Hawaii)  23.8 {Alaska) 1.5t0 1
15.3 19.8 (Conn.) 5.6 (N. Dak.} 35101
12.8 16.9 (W.Va.) 6.1 (N. Dak.) 2.81t01
2.6 16.7 (S. Dak.) 0.2 (3) 84101
27.1 35.5 (Nev.) 20.2 {Alaska) 1.81t0 1
13.0 16.2 {Vt.) 9.7 {Alaska) 1.7t01
6.3 9.4 (S. Car.) 3.3 (Alaska) 28to1
2.1 4.8 (N.H.) 1.1 {Hawaii) 4.4 to1
1.9 4.1 (N.H.) 1.0 (Kans.} 4.1t01
0.8 1.0 (3) 0.5 {Alaska) 2.0to1
0.6 8.0 (Nev.) 0.1 (3) 80to1
7.5 10.2 (Md.) 4.0 (N. Dak.) 26to1
4.4 5.4 (Penna.) 2.4 (N. Dak.) 23to1
4.2 7.3 (ill.) 2.3 (N.Y.) 3.2t01
1.0 2.2 {Del.) 0.1 {Alaska) 22to 1
0.7 9.4 (La.) 4) (4)
21.0 39.2 (Alaska)  14.3 (N.H.) 2.7to1

YExcluding the District of Columbia, in view of its unique nature.
2For definition, see accompanying text.
3Two or more States.

4Percent,age less than 0.05 per cent in several States; high-low range not computed.



large per capita amount of potential revenue from the
particular source involved.

The detailed appendix tables underlying this
summary are designed to enable comparisons between
any State’s revenue base and that of neighboring or
“competing” States. Especially when used in conjunc-
tion with figures about actual revenue performance, such
information should supply a significant background for
fiscal planning and policy determination.

Most of the detailed items recorded in Table 2 are
self-explanatory. It will readily be apparent, for instance,
that the potential yield of the general sales tax, as
imposed in its representative form at the national
average rate, would amount to 16.2 per cent of
Vermont’s total revenue capacity, but only 9.7 per cent
of Alaska’s.

Beside listing various specific sources, this table also
shows comparative data for “personal taxes” and for
“business taxes.” Comparative figures for these revenue-
source groupings appear for individual States in Table
G-6. “Personal taxes” are defined in two ways: (1)
Comprising all general and selective sales taxes,
individual income and earnings taxes, and death and gift
taxes; and (2) including in addition local nonfarm
residential property taxes. “Business taxes” are pre-
sented in two ways: (1) Comprising corporation taxes,
severance taxes, and local property taxes on business
property; and (2) including in addition local property
taxes on farm property.

These groupings are not the same as those applied to
tax data in the national income and product accounts,
The measures concerning “personal taxes’™ and “business
taxes” afford at best only a very rough reflection of the
final placement of tax “burdens.” The treatment of sales
taxes in this context may be justified on the ground that
these—although actually collected from merchants—are
generally thought in the main to be passed along to
consumers through higher prices. Such taxes also apply
to some sales made to business firms (e.g., equipment
and construction materials), so that even if there is
forward shifting through a price increase, business
“consumers” as well as private households are hit at this
stage. Similarly, when all local property taxes on
nonfarm housing are treated as a part of “personal
taxes,” no distinction is made between the portions
levied respectively against owner-occupied and rental
housing; nor is any attention given to the differing
economic impact of the portions of the tax that relate to
land and structural values, respectively. In treating all
local property taxation of farms as an optional element
of “business taxes,” amounts are included which pertain
to farm housing and which might—if separately
estimated—logically be classified with “personal taxes”
instead.
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The comparative data shown for these broad
groupings of revenue sources need to be interpreted
cautiously, and with due recognition of their limitations.
Nevertheless, they are potentially useful and significant.

First, they bring together for convenient summary
reference various tax items which at least broadly
resemble one another in the extent to which they must
in the main be locally borne (“personal taxes™) or may
allow more geographic shifting of burdens (“‘business
taxes™). Secondly, within each group are particular
sources which from a public policy standpoint are often
especially close competitors: the general sales tax versus
the individual income tax, or corporation taxes versus
property taxation of business property. Thirdly, even if
this particular grouping may not seem the best for
certain kinds of comparative analysis, it illustrates how
the kinds of detailed data assembled in the present study
could be organized in various alternative ways to focus

on specific policy issues.

Statewide Measures of Revenue Effort

The term “relative effort” is used to express, on a
percentage basis, the relation between the potential yield
of various revenue sources at national average rates, and
revenue amounts actually received by State and local
governments from corresponding sources in 1966-67.
Appendix Tables G-4 through G-7 provide comparative
measures for the various States on a summary basis and
also separately by level of government and by type of
revenue.

Over-all revenue effort. New York State tops the list
with an effort index 26 per cent above the nationwide
average of 100. At the other extreme is Nevada, with an
effort index 23 per cent below average. This indicates an
interstate range in 1.6-to-1 in relative revenue effort. If
the four States at each end of the spectrum are
disregarded, the range is reduced only to 1.4-to-1, from
16 per cent above average in Minnesota to 15 per cent
below in Nebraska.

Regional patterns are far less evident for revenue
effort than for capacity. The four highest-effort
States—Hawaii, New York, Vermont, and Wisconsin—are
widely scattered geographically, and the same is true of
the four lowest-effort States of Illinois, Nevada, New
Hampshire and Texas.

Interstate differences in the assignment of financing
responsibility show up strongly when we consider
measures of effort separately for State and local
government revenue sources. In only nine States are
both indexes below par (100); in only seven are both
100 or more. In the remaining 34 States (disregarding
the District of Columbia), greater-than-average effort



appears for either State sources or local sources, but not
for both.

The importance of a strong financing role by the
State government can also be observed. For only two of
the 22 States showing at least average over-all revenue
effort is the index measure for State revenue sources
under 100. On the other hand, State-source effort is
below par for 16 of the 28 States with an over-all index
of less than 100. Or, to illustrate the same point in
another way: each of the ten States that rank highest in
over-all effort also show greater than average use of State
revenue sources, even though only five of them show a
local-source effort index of 100 or more.

It might seem reasonable to expect interstate
differences in relative revenue effort to mirror, in
reverse, differences in the States’ revenue capacity. An
area with a relatively large financing base should be able
to raise even more than an average per capita amount of
revenue at a below-par effort rate, while the reverse
would be the case for an area with an extremely
deficient revenue base. The findings, illustrated by Table
3 do not consistently bear out this expectation. When
the 50 States are arranged in terms of relative revenue
capacity per capita, into five groups of 10 each,
considerable variation in relative effort shows up within
each group. High-State, low-State and median levels of
effort are rather similar from group to group, subject
only to an exception which runs counter to the
hypothesis suggested above: the highest effort rate
found among the lowest-capacity States is considerably
less than in the other groups, and is only slightly above
the national-average level.

Examination of the lowest capacity group throws
some additional light upon this matter. All ten of these
States (nine in the South plus Maine) are considerably
less urban than the Nation as a whole. Therefore they
presumably require a somewhat less demanding array
and volume of governmental services than have to be
provided and financed in a more urbanized context. This
factor (and perhaps also the “widow’s mite” problem—
the fact that their relatively slim resources may set a
particularly severe constraint upon their attempts at

adequate financing) may help to explain why the
lowest-capacity States generally exhibit below-average
revenue effort.

Another question to be answered about these
measures of relative revenue effort is: How do they
compare with “effort” measures that, in the absence of
organized revenue-capacity estimates, have been built
into some existing Federal-State aid programs, and
which appear in various pending proposals for Federal
revenue sharing? The alternative measure most com-
monly proposed would relate State-local tax revenue to
resident income in the various States.

In 11 States, with 28 per cent of the Nation’s
population, the two sets of relatives are the same or
nearly so—i.e., differing by less than three per cent.
These States are:

Indiana Missouri Vermont
lowa New York West Virginia
Maine Tennessee Wisconsin
Minnesota Texas

For 18 States the traditional taxes/income measure,
expressed in relation to the U.S. average proportion,
apparently under-indicates relative revenue effort by
three per cent or more. These States, having 44 per cent
of the Nation’s population, are as follows:

At least 15% lower:
Alaska . . . . . . . . . . . . . . 16

9 to 14% lower:
Delaware .
South Carolina .

O O

6 to 8% lower:
Alabama
Connecticut .
Georgia
New Jersey
Ohio
Pennsylvania .
Rhode Island

[exe R il S R

TABLE 3.-RELATIVE STATE-LOCAL REVENUE EFFORT WITHIN FIVE GROUPS OF STATES,
ARRANGED ACCORDING TO PER CAPITA REVENUE CAPACITY

Capacity group

Relative total revenue effort {U.S. average = 100)

Median  Highest State Lowest State High-low range

10 highest-capacity States .
Next 10 States .
Next 10 States

Next 10 States .

10 lowest-capacity States

101.5 126 (N.Y.} 77 (Nev.) 1.6to 1
96.2 124 (Hawaii) 85 (ll1.) 1.5t01
95.2 116 (Minn.) 84 (N.H.} 14 to1

102.3 116 (Vi) 84 {Texas) 1.4t01
97.5 102 (Miss.) 83 (Ark.) 1.2to 1
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3to 5% lower:
District of Columbia
Ilinois .
Kentucky .
Maryland .
Massachusetts
Michigan .
North Carolina .
Virginia

WL W R WU

For 22 States the taxes/income measure appears to
over-indicate relative revenue effort by at least three per
cent. These States, having 28 per cent of the population,
are as follows:

At least 15% higher:
Louisiana . . . . . . . . . . . . . 20
Montana . . . . . . . . . . . . . 16
Nevada . . . . . . . . . . . . . 39
NewMexico . . . . . . . . . . . . 16
Oklahoma . . . . . . . . . . . . 14
Wyoming . . . . . . . . . . . . . 48
9 to 14% higher:
Arizona . . . . . . . . . . . . . 12
Californja. . . . . . . . . . . . . 11
Florida. . . . . . . . . . . . . . 10
New Hampshire . . . . . . . . . . . 12
6 to 8% higher:
Arkansas . . . . . . . . . . . . . 6
Cotorado . . . . . . . . . . . . . 7

Idaho

Kansas .
North Dakota
Oregon.
South Dakota
Washington

3 to 5% higher:
Hawaii .
Mississippi
Nebraska .
Utah

BN N N B R

bW

Many of these differences directly reflect the
divergence of estimates of relative revenue capacity from
income-level measures for the various States. However,
another factor is also involved: the fact that nontax
revenue is included here, while the more traditional
tax/income ratios do not take account of nontax
revenues. This materially affects the relation between
the two measures for certain States (such as Alabama,
Delaware, Florida, Idaho, and Kentucky) that tap their
nontax revenue capacity at considerably more than the
average rate, and for others (such as the District of
Columbia, Ilinois, Maine, Massachusetts, New Jersey,
New York, and Rhode Island) which make under-average
use of nontax sources, as indicated by Table G-4.

Relative total tax effort. Despite such variations on
the nontax side, most States show up about the same
whether their relative financing effort is measured solely
in terms of taxes or comprehensively by reference to all
revenue sources. For 28 States, the two indexes are

TABLE 4.—-MEASURES OF RELATIVE EFFORT FOR SELECTED TAX SOURCES: 1966-67

Type of tax

Relative State-local tax effort (actual revenue as a
per cent of potential revenue at US..-average rates)

Highest State Lowest State High-low range

All taxes . .
“Personal taxes'':1
Including residential property .
Excluding residential property
“Business taxes'‘:1
Including farm property
Excluding farm property
Property taxes . . . . . .
Local property taxes on —
Nonfarm residential property .
Business property
Sales and gross receipts taxes:
All .
General
Selective .
Individual income
Corporation .
Motor vehicle
Death and gift

138 (N.Y.} 71 (Nev.) 19101
168 (Hawaii) 54 (Neb.) 3.1t01
228 (Hawaii) 38 {Neb.) 6.1t01
140 (Calif.) 46 (W.Va.) 30t01
149 (ldaho) 45 (W.Va.) 33to1
155 (Minn.} 37 (Ala.) 42101
181 (S. Dak.) 17 {La.) 10.6 to 1
165 (Mont.) 24 (Del.) 6.91t01
215 (Hawaii) 47 {Neb., Ore.) 4.6to1
277 (Hawaii) 0 {several) XXX

160 (Wash.) 70 (Mo.) 23t01
315 (Wis.) 0 (severat} XXX

338 (Del.) 8 {Il.) 42310 1
267 (Mass.) 29 {La.) 9.2t01
200 (Wash.) 0 {Nev.) XXX

1 P . . . o e T
For definition, see earlier discussion under "Composition of revenue capacity.



within three percentage points of each other. Nine States
show relative tax effort at least four points above their
over-all effort measure, including two (Hawaii and New
York) where the difference is more than 10 points. For
14 States relative tax effort is at least four points below
relative total revenue effort; in Delaware the divergence
is 12 percentage points.

There is a range of 1.9-to-1 in relative tax effort,
from 38 per cent above the national average in New
York to 39 per cent below in Nevada. If the four
highest- and four lowest-ranking States are disregarded,
the range is cut to 1.5-to-1, from 19 per cent above
average in Vermont to 20 per cent below in Oklahoma.
As in the case of over-all revenue effort, the States near
the top and the bottom of the tax-effori spectrum are
widely scattered geographically.

For reasons indicated by the earlier discussion of
relative total tax capacity, these findings are not subject
to close direct comparison with the tax-effort ratios
reported by the previous ACIR study covering 1960.
Subject to those limitations, however, it may be noted
(1) that the interstate tax-effort range indicated here for
1966-67 is materially less extreme than the 2.3-to-1
range indicated in the earlier study, and (2) that many
States rank about the same in both presentations.

Type-of-tax comparisons. Relative effort varies to a
far greater extent among States for particular types or
groupings of taxes than for the composite of all taxes.
This is to be expected, of course, for particular taxes
represent alternatives to one another: heavy use of some
will permit, and is usually associated with, little or no
reliance upon various other taxes.

This shows up, for example, in the widely differing
role of property taxation in the revenue structures of
particular States. Thus it should not be too surprising
that while the extreme interstate range in relative total
tax effort is 1.9-to-1 the relative-effort range for
property taxes is far wider: 4.2-to-1, from 55 per cent
above the national average in Minnesota to a little more

than one-third of the national average in Alabama. Even
if the four highest- and four lowest-ranking States are
disregarded, the remaining States show a 2.7-to-1 range,
from 37 per cent above to 50 per cent below the
national average.

In large part, this reflects the divergence of
Southern States from the common pattern of consider-
able reliance upon property taxation. Of the 16 States in
the South, all except one (Maryland) make less than
average use of their property tax capacity, and 12 of the
16 show a lower effort index for property taxes than
any State elsewhere in the Nation, with the exception of
New Mexico. Needless to say, this “under-usage” of the
property tax in the South tends to be offset by
above-average use of various other revenue sources; this
is indicated by the fact that except for Maryland all the
Southern States show considerably higher effort
measures for taxes as a whole, and for all revenue
sources, than they do for the property tax.

Other marked variations in the respective States’ use
of different kinds of taxes are illustrated in the following
table.

Nontax revenue sources account on the average for
21 per cent of all State-local revenue capacity, as
follows:

Per cent

State government sources:
Current charges—higher education .......... 3.0
Current charges—allother . ................ 2.4
Miscellaneous general revenue . . ............ 2.1

Local government sources:
Currentcharges......................... 8.1
Miscellaneous general revenue . .. ........... 3.5
Public utility surpluses ................... 1.9
Total . ...... .. ... ... ... ... ... 21.0

There are marked differences in the intensity with which
various States tap the financing potential of such
sources. This is indicated by the following summary
comparison, based on appendix Tables G-4 and G-7:

TABLE 5.—-MEASURES OF RELATIVE EFFORT FOR NONTAX REVENUE, BY TYPE: 1966-67

Source

Relative State-local effort (actual revenue as a
per cent of potential revenue at U.S.-average rates)

Highest State Lowest State High-low range

All nontax revenue sources

State government sources . . . . .
Current charges—higher education
Current charges—all other .
Miscellaneous general revenue .

Local government sources .
Current charges . . . . .
Miscellaneous general revenue .
Public utility surpluses .

152 (Del.) 77 (Mass., R.1.) 2.0to1
153 (Del.) 76 (i) 2.0to 1
139 (Idaho) 52 (Hawaii) 2.7to01
218 (Miss.) 51 (Wash.) 4.3to1
208 (Del.) 37 (Ark.) 5.6 to 1
137 (Fla., Okla.) 68 (Maine) 2.0to 1
183 (Del.) 56 (Hawaii) 3.3to1
115 (Dei.) 82 (Ind., Miss.) 1.41t01
199 (Okla.) 55 (Nev.) 36to1
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Regional Characteristics

To what extent do interstate differences in revenue
capacity and effort seem to run along regional lines?
Table 6 deals with comparative fiscal measures in terms
of four groups of States, as follows:

9 Northeastern States

Connecticut
Maine
Massachusetts
New Hampshire
New Jersey
New York
Pennsylvania
Rhode Island
Vermont

16 Southern States

Alabama
Arkansas
Delaware
Florida
Georgia
Kentucky
Louisiana
Maryland
Mississippi
North Carolina
Oklahoma
South Carolina
Tennessec
Texas

Virginia

West Virginia

TABLE 6.-SELECTED COMPARATIVE FISCAL MEASURES

12 North Central States

Ilinois
Indiana

Towa

Kansas
Michigan
Minnesota
Missouri
Nebraska
North Dakota
Ohio

South Dakota
Wisconsin

13 Western States

Alaska
Arizona
California
Colorado
Hawaii
Idaho
Montana
Nevada
New Mexico
Oregon
Utah
Washington
Wyoming

FOR REGIONAL GROUPS OF STATES: 1966-67

Item and region Median ';glzst Lsci(v:f:t Hgi:];gw
Relative revenue
capacity:

u.s. 100.5 169 (Nev.) 65 (S.C.) 26t 1
South 80.5 120 (Del.) 65 (S.C.) 1.8to1
Northeast 97.0 113 (N.Y.) 79 (Maine) 1.4to1
North Central . 101.5 118 (Neb.)} 93 {(Mo.) 1.3t01
West 107.0 169 {Nev.) 89 (Utah) 19to1

Relative tax
capacity:

u.s. 98.0 171 {Nev.} 64 (Miss.) 2.7to1
South 80.0 123 (Del.) 64 (Miss.) 19to1
Northeast 98.0 117 (Conn.) 81 (Maine} 1.4to1
North Central . 99.5 114 (ul.) 91 (S.D.) 1.3to 1
West 104.0 171 (Nev.) 87 (Utah) 20to1

Relative effort,
all revenue sources:

u.s. 98.8 126 (N.Y.) 77 {(Nev.) 1.6to1
South 95.8 102 (Miss.) 84 (Tex.) 1.21t01
Northeast 99.4 126 (N.Y.) 84 (N.H.) 1.6t01
North Central . 98.3 116 (Wisc.) 85 {1il.} 1.4t01
West 105.0 124 (Haw.) 77 {(Nev.) 1.6to1
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TABLE 6.—SELECTED COMPARATIVE FISCAL MEASURES
FOR REGIONAL GROUPS OF STATES: 1966-67 (Cont'd)

Item and region Median l-g?;?t Lg:;f:t ng:‘;zw
Relative effort, all
State government
revenue sources:

u.s. 104.0 181 {Hawaii) 64 {Neb.} 28to1
South 108.0 139 (Del.) 75 (Texas) 1.9to1
Northeast 100.0 127 (N.Y.) 71 (N.J) 1.8t01
North Central .  95.0 139 (Wisc.) 64 (Neb.) 2.2to1
West 114.0 181 (Hawaii) 67 {Nev.) 27t01

Relative effort, all
taxes:

U.S. 96.7 138 (N.Y.) 71 (Nev.) 19to1
South 89.8 103 (Md.) 75 {Tex.) 14t01
Northeast 104.9 138 (N.Y.} 81 (N.H.} 1.7t01
North Central . 96.4 124 (Wisc.) 79 (Neb.) 1.6to 1
West 104.8 135 (Haw.) 71 (Nev.) 191t01

Relative effort, non-
tax revenue sources:

u.s. 104.2 152 (Del.) 77 (Mass.) 2.0to1
South 117.0 152 {Del.} 96 (La.) 1.6tot
Northeast 87.5 105 (N.H.) 77 {(Mass.) 14 to1
North Central . 103.3 109 (ind.) 86 (HL.) 1.3t01
West 103.1 121 (Idaho} 92 (Wash.) 1.3to1l

Relative effort,

“business’’ taxes
{excluding farm
property taxes):

u.s. 93.7 149 (ldaho) 45 (W.va) 3.3to1
South 88.1 119 (Miss.) 45 (W.Va.) 26to1
Northeast 108.0 135 (N.Y.) 79 (Pa.) 1.7 101
North Central . 95.9 139 {Minn.} 62 (lil.) 2.2to1
West 105.8 149 {idaho} 55 {Wash.} 2.7 to1

Relative effort,
“personal’’ taxes
{Inciuding resi-
dential property
taxes):1

U.S. 98.3 168 (Haw.) 54 (Neb.) 3.1to1
South 93.9 116 (W.va.) 67 (Tex.) 1.7t01
Northeast 102.5 145 (N.Y.) 79 (N.H.) 18t
North Central .  92.6 123 (Wisc.) 54 (Neb.) 2.3t01
West 100.3 168 {Haw.) 60 (Nev.) 28to1

Relative effort, all
property taxes:

.S, 100.9 155 (Minn.) 37 {Ala.) 42101
South 57.9 105 (Md.} 37 (Ala.} 29to1
Northeast 124.5 141 {Mass.) 82 (Pa.} 1.7t01
North Central . 111.56 155 (Minn.) 82 (Mo.) 1.9to1
West 103.7 122 (Calif.) 54 (N.M.) 23to1

Relative effort,
local residential
property taxes:

U.s. . 88.0 181 (S.D.) 17 (La.) 10.6to 1
South 52.5 101 (Md.) 17 (La.) 59to1
Northeast 130.0 176 (N.J.) 112 {(Maine) 1.6to1
North Central . 102.5 181 (S.D.) 77 (Kan.) 24to1
West 75.0 126 (Colo.) 35 (N.M.) 3.6to1

Note: Because of its unique character, the District of Columbia
is excluded from these comparative figures.
LFor definition, see earlier discussion under ““Composition of

revenue capacity.”



The most obvious regional features involve the
Southern States, which, compared with those in other
parts of the country tend to reflect: (1) A lower level of
per capita capacity, both for revenue sources as a whole
and for taxes only; (2) Somewhat less over-all tax effort,
but greater-than-average use of nontax revenue capacity;
(3) Considerably less reliance on property taxation,
particularly on local taxation of residential property;
and (4) A generally lower level of “business taxes”
effort. The Northeastern States run in the opposite
direction in several of these respects, especially in
showing typically greater-than-average use of property
taxation and of “business taxes,” and below-average use
of nontax revenue capacity.

It can also be observed that relative revenue effort
for the State governments generally runs higher in the
South and West than in the Northeastern and North
Central regions. This is related to the differing record for
property tax effort (mainly involving local govern,
ments), which is generally highest in the Northeast, with
the North Central, Western, and Southern regions
ranking lower, in that order.

It is not surprising then that particular comparative
measures vary considerably less within any of these four
regional groups of States than in the Nation as a whole.
Nevertheless, significant differences appear within each
region. For example, per capita revenue capacity shows
an interstate range of 1.3 to | in the North Central area,
1.4 to 1 in the Northeast, 1.8 to 1 in the South, and 1.9
to 1 in the West, and most of the other measures
presented in Table 6 reflect even greater diversity within
particular regions. As an example, relative effort for
local residential property taxes shows an interstate range
of 1.6 to 1 in the Northeast, 2.4 to 1 in the North
Central region, 3.6 to 1 in the West, and 5.9 to I in the
South.

Comparative Statewide Tax Measures for 1968-69

As described and presented in Appendix G, updated
State-by-State measures of tax capacity and effort have
been developed for fiscal 1968-69. Table G-14 presents
the results, together with measures of change from the
1966-67 findings shown in other tables.

Relative tax capacity. As might be expected for
such a brief interval, the figures indicate little shift in the
tax capacity standing of most States. The extreme
over-all range is very similar in 1968-69, with Nevada
still topping the list at 173 per cent of the national
average of per capita tax capacity (two points higher
than before), and Mississippi still at the bottom with a
65 per cent index (up one point). Only four States
(Alaska, Arizona, Florida, and Texas) moved up in
relative tax capacity three percentage points or more,
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and only six showed a drop of at least three points
(Delaware, Idaho, Iowa, Montana, Utah, and Wyoming).

Some tendency toward a lessening of interstate
differences in per capita tax capacity can be detected. Of
the 22 States that were at or above the national average
in 1966-67, only four showed a higher index while 13
had a lower index and five showed no change. On the
other hand, of the 29 States that had below-average tax
capacity in the earlier year, 13 showed some relative gain
and only seven lost ground, while nine showed no
change. Altogether, of the 37 States with some change in
relative tax capacity in this two-year period, 26 moved
closer to the national-average norm, while only 11
moved further away. Of these 11, four improved a
position that was already advantageous, and seven
dropped further from a level that had been below par in
1966-67. As previously noted, however, most of these
shifts were relatively minor, and none involved a change
that might be considered drastic.

Relative tax effort. Not surprisingly, much more
interstate diversity in trends is found when one looks at
tax effort rather than tax capacity. In fact, a shift of at
least five percentage points in relative tax effort appears
for nearly half (24) the States, including three
(California, Michigan, and Nebraska) where the index
moved up eight or nine points, and five (Arkansas,
Colorado, Delaware, Kansas, and South Carolina) where
it dropped by eight or nine points. Only five States
showed no change in relative tax effort, while 12 showed
an increase and the remaining 34 a decrease.

It needs to be emphasized that the standard used to
measure the relative tax effort of the respective States
went up considerably between 1966-67 and 1968-69. In
the Nation as a whole, State-local tax revenue rose from
$313 to $386 per capita—a percentage change of over 23
per cent, which may be contrasted with the 15 per cent
growth of personal income from 1966-1968. In other
words, for any state merely to maintain its earlier
relative tax-effort position, it had to increase its per
capita tax collections considerably, and at a considerably
faster rate than the growth in its economic base. The rise
in the nationwide standard for effort comparisons was
considerably influenced by sizable amounts of revenue-
increase 'in a few major States—particularly California
and Michigan, but also Illinois, New York and Virginia.
This helps to explain why the States that show a lower
tax effort index in 1968-69 than two years earlier
outnumber by nearly 3-to-1 those where an upward
change is found.

These developments tended generally toward greater
interstate diversity in effort. The index of relative tax
effort was the same in both years for only five States. Of
the 46 showing some change, only 18 moved toward the
nationwide norm, while the other 28 moved further



away. These 28 included six States that were making
above-average tax effort in 1966-67 and moved up
further in the next two years, and 22 below-average
effort States where the index showed some further drop.

Once more, however, the relative nature of these
comparative measures must be recognized. As indicated
by Table G-14, the per capita amount of State-local tax
revenue rose in every State during this two-year interval,
and in 41 of the 51 States the rate of this increase was
faster than that for personal income. The exceptions,
where tax revenue did not keep pace with the growth of
residents’ income, were Arkansas, Colorado, Delaware,
Kansas, Louisiana, Missouri, North Carolina, Oklahoma,
South Carolina, and Utah.

Table 7 summarizes the relative tax-capacity and
tax-effort standings of the States in each of the two
years considered.

TABLE 7.—DISTRIBUTION OF STATES ACCORDING TO
RELATIVE TAX CAPACITY AND RELATIVE TAX
EFFORT, 1966-67 and 1968-69

Relative per capita

Per cent of tax capacity Relative tax effort
U.S. average
1966-67 1968-69 1966-67 1968-69
Total . . . . . 51 51 51 51
120ormore . . . . 5 5 4 3
110to 119 . . . . 5 3 3 4
102 to 109 .o 10 12 1 8
99tc101 . . . . 5 7 3 6
90 to 98 T 13 10 16 9
80t08 . . . . 6 8 10 15
Lessthan80 . . . . 7 6 4 6

Metropolitan-area Findings

Since completion of the 1957 Census of Govern-
ments more than a decade ago, specific evidence has
repeatedly shown that the per capita financial scale of
local government is considerably greater within metro-
politan areas than elsewhere. Within the past two years,
statistics newly available from the Office of Business
Economics have similarly shown that personal income
averages nearly 50 percent more per capita within than
outside metropolitan areas.? Those statistics are
supplemented here by measures designed to reflect the
revenue-raising capacity of the governments that serve
metropolitan areas, and their “revenue effort” as
expressed by the relation between such capacity and
actual revenue receipts in fiscal 1966-67. The findings
are shown for individual SMSA’s in Appendix Tables
G-8, G-9, and G-10.

Marked inter-area differences are evident for both
revenue capacity and relative revenue effort. The range
in per capita capacity estimated for all State and local
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revenue sources is about 3-to-1, from well over $700 in
the Reno and Midland (Texas) SMSA’s to less than $260
in the Charleston (S8.C.), Fayetteville (N.C.), and
McAllen-Pharr-Edinburgh (Texas) areas. An even wider
range appears for local governments’ revenue capacity, as
estimated on a U.S.-average-rate basis. The Reno SMSA
tops this list also, at $343 per capita, while two SMSA’s
at the other extreme show local-source capacity of less
than $100 per capita, and another 11 areas fall between
$100 and $130 per capita. Material differences in per
capita revenue capacity are found even among the
metropolitan areas located in particular States; the most
striking examples appear in Texas, which has SMSA’s
that show up near both ends of the spectrum. (It should,
perhaps, be noted that 12 of the 23 Texas areas are
single-county SMSA’s.)

It may at first glance seem surprising that, as
indicated by Table 8, per capita capacity is less than the
nationwide average in a majority of SMSA’s, both as to
State-local revenue sources as a whole and local
government sources alone. However, this is a reminder
that the U.S. averages (even though they pertain to the
entire Nation, rather than only to metropolitan areas)
are strongly influenced by amounts for the more sizable
SMSA’s, where per capita revenue capacity is typically
on the high side.

A range of nearly 2-to-1 is found in the relative
State-local revenue effort of individual metropolitan

TABLE 8.—DISTRIBUTION OF 215 SMSA's ACCORDING
TO RELATIVE PER CAPITA REVENUE CAPACITY:
1966-67

State and local
government sources

Local government

. . sources onl
Relative per capita v

revenue capacity

Cumula- Cumuia-
(U.S. average =100} Num- Per- tive  Num- Per- tive

ber cent percent ber cent percent
Total . . 215 100 xxx 215 100 XXX
140 ormore . . . 6 3 100 6 3 100
12010139 . . . 16 7 97 20 9 97
110 to 119 36 17 90 26 12 88
105 to 109 22 10 73 12 6 76
100 to 104 22 10 63 30 14 70
95t099 . 32 15 53 16 7 56
90to 94 . 29 13 38 30 14 49
80to 89 . 32 15 24 32 15 35
70t079 . . . . 13 6 9 22 10 20
Lessthan70 . . . 7 3 3 21 10 10

Note: This distribution refers to capacity as measured on a U.S.-
average-rate basis. Different results would appear, espe-
cially for local sources only, if the data were based on
State-adjusted capacity estimates.

2See Survey of Current Business, October 1968, and May
1969.



areas, from 30 percent above the national average level
in the New York City and Duluth-Superior SMSA’s
down to 29 percent below that average in the Texarkana
SMSA. Even greater variation is found for relative
revenue effort of local governments. The Atlantic City
SMSA tops this ranking, at 46 percent above the
nationwide norm, while the Texarkana and Lafayette
(Louisiana) areas appear at the other extreme, more than
40 percent below that standard.

Again as in the case of revenue capacity, a majority
of metropolitan areas show up with revenue effort
indexes of less than 100, and for a similar reason—i.e.,
because the nationwide norms are considerably in-
fluenced by amounts for some very large areas (such as
the New York City SMSA) that have relatively high
revenue effort. This helps to explain why, as indicated
by Table 9, only 11 percent of the 215 reported areas
show a State-local effort index of 110 or more, while 25
percent are below 90; and also why, as to the relative
revenue effort of local governments, only 16 percent of
these areas show an index of 110 or more, while 37
percent are below the 90 level.

The ten most populous SMSA’s account for nearly
one-third of the total population of the 215 SMSA’s
reported here. Within this group of major SMSA’s, as
indicated by Table 10, marked differences appear in
revenue capacity and revenue effort. The table also
reflects a phenomenon previously noted in connection
with State-area data—the lack of a close correspondence
between relative measures of personal income and of
revenue capacity. In most instances, the financial
capability of the governments serving these areas is less
than comparative income statistics would suggest. For

the group as a whole (giving equal weight to each of the
10 SMSA’s), resident per capita income averages 22
percent above that of the Nation as a whole, but
capacity amounts as estimated for State-local sources
and for local sources alone exceed related national
averages by only 13 and 12 percent, respectively. The
per-area difference between relative measures of income
and State-local revenue capacity is 11 points; between
the measures of income and local-source capacity, is 13
points.

Diversity is also found in the relation between per
capita income and revenue capacity measures within the

TABLE 9.—DISTRIBUTION OF 215 SMSA's ACCORDING
TO RELATIVE REVENUE EFFORT: 1966-67

State and local
government sources

Local government

Relative revenue sources only

effort
(U.S. average=100)

Cumula- Cumula-
Num- Per- tive Num- Per- tive
ber cent percent ber cent percent

Total . . . . 215 100 XXX 215 100 XXX
120 or more . . . 6 3 100 15 7 100
110t0119 . . . 18 8 97 20 9 93
104t0109 . . . 22 10 89 22 10 84
100t0103 . . . 34 16 78 21 10 73
9%6to99 . . . . 38 18 62 24 11 63
Nto95 . . . . 42 19 45 33 15 52
80to89 . . . . 46 21 25 44 20 37
70t079 .. . . . 9 4 4 26 12 17
Lessthan70 . . . - - - 10 5 5

Note: This distribution refers to effort as measured by reference
to capacity calculated on a U.S.-average-rate basis. Dif-
ferent resuits would appear, especially for local sources
only, if the data were based on State-adjusted capacity
estimates.

TABLE 10.—MEASURES OF PERSONAL INCOME, REVENUE CAPACITY, ACTUAL REVENUE,
AND REVENUE EFFORT FOR THE 10 LARGEST METROPOLITAN AREAS: 1966-67

Index (U.S. averages = 100)

Per capita revenue Per capita Relative

Resi- capacity actual revenue revenue effort
SMSA dents’
personal Stateand Local State State

Population, income local govt. and Local and Local

1966 per govt. sources local govts. local govts.
{000} capita sources only govts. oniy  govts. only
New York . 11,458 134 124 138 162 180 130 130
Los Angeles . 6,766 131 137 146 140 158 102 108
Chicago . 6,712 134 118 121 98 112 83 93
Philadelphia . 4,736 109 94 92 95 99 101 107
Detroit 4,074 124 115 117 117 13 102 97
Boston! Coe 3,530 115 97 93 115 123 118 132

San Francisco-Oakland . 2,946 140 143 160 150 179 105 111 )
Washington, D.C. 2,615 119 107 112 100 94> 93 84
Pittsburgh 2,387 105 92 94 91 91 98 97
St. Louis . 2,269 11 101 102 91 101 90 99

L Five-county area, as defined in Appendix G.

2Treating all non-property tax amounts for the city of Washington, D.C. as "‘State’’ revenue



entire group of 215 SMSA’s. For the median area, the
estimated potential yield of all State and local
government revenue sources, estimated on a U.S. average
rate basis, is equal to 13.2 percent of all the area
residents” personal income (as measured in the national
income and product accounts). That is, the proportion is
more than this in half these areas, and less in the other
half. But the percentage ratio runs from less than 11 in
some instances to more than 20 elsewhere. For all 215
reported areas, the coefficient of dispersion from the
median ratio is 11 percent. This resembles the variation
calculated for statewide relationships between revenue
capacity and personal income. A test calculation of the
relationship between per capita amounts of local
government revenue capacity (estimated on a U.S.-
average-rate basis) and resident personal income shows,
similarly, a coefficient of dispersion of 12 percent.

Table 11 summarizes certain revenue measures for
various groups of metropolitan areas.> Comparative
averages for SMSA’s in the South and “non-South”
portions of the country indicate that:*

3 It should especially be observed that these index measures
in Table 11 are unweighted means; representing averages based
on ratios calculated separately for individual areas. Hence, the
same importance is attached to each area, regardless of its size. It
would be possible, instead, to calculate weighted ratios based
on dollar aggregates for each group of areas. Index ratios of
actual revenue, revenue capacity, and revenue effort so
calculated would generally run higher than those shown in Table
11. For the entite group of areas reported (the ‘‘total”
column) ratios of actual per capita revenue so calculated would
probably exceed 100.

‘For this presentation, the “South” comprises 14
States—i.e., all those so designated in the preceding discussion of
“Regional Characteristics” except for Delaware and Maryland.
SMSA’s in those two States, and the Washington, D. C. SMSA,
are here included in the “Non-South” group.

TABLE 11.—-SUMMARY COMPARATIVE MEASURES OF STATE AND LOCAL GOVERNMENT REVENUE,
REVENUE CAPACITY, AND REVENUE EFFORT FOR 215 METROPOLITAN AREAS,
BY LOCATION AND POPULATION-SIZE: 1966-67

Item

tndex measures for SMSA's (unweighted mean ratios;
related U.S. averages = 100}

All population

sizes of SMSA’s

Area poputation, 1966 (000)

u.s. . ) Non- 1,000- 500- 300- 200- 100- Under
average” Total South” south plus 999 499 299 199 100
Number of areas . . XXX 215 81 134 30 36 28 45 56 20
Per capita revenue capacity (on uU. S average rate
basis):
State and local sources . $396 100 95 104 113 103 99 96 97 97
State government sources $195 104 102 106 112 104 102 101 103 109
Local government sources . $201 96 88 102 115 101 96 92 91 85
Per capita actual revenue:
State and local governments $396 97 88 103 113 101 96 94 92 89
Local governments only .. $201 92 76 101 117 99 920 86 84 78
Relative revenue effort (with capacity estnmated
on U.S.-average-rate basis):
State and local governments 100% 97 93 99 100 98 97 98 95 91
Local governments only . 100% a5 87 99 102 98 93 93 92 91
Relative revenue effort of local governments (W|th
capacity estimated on State-adjusted basis):
All local revenue sources 100% 97 94 99 100 99 98 a9 95 89
Local property taxes 100% 103 103 104 104 105 104 109 101 95
Local nonproperty taxes 100% 66 65 67 86 71 74 67 54 49
Charges and miscellaneous general revenue 100% 98 92 101 98 98 102 96 97 95
Utility surpluses . . 100% 105 103 106 100 103 115 107 104 101
Proportion of revenue capacny of Iocal governments
represented by:
Property taxation of —
Nonfarm residential property . 30.2% 98 92 102 105 105 a8 98 96 83
Business property 256.3% 107 110 105 109 106 107 105 105 116
Farm property 5.2% 77 78 76 36 38 77 59 112 146
Other local taxes . 12.8% 111 116 107 101 107 113 113 112 120
Charges and miscellaneous general revenue
sources 22.8% 94 a3 94 100 94 94 98 91 86
Utility surpluses . 3.7% 100 118 89 82 122 89 106 103 84

lAverages shown pertain to the entire U.S., rather than relating only to areas reported here.

2SMSA’s in 14 Southern States; see text.
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® Southern SMSA’s average lower than
those elsewhere not only in revenue capacity
and actual revenue per capita, but also in
relative revenue effort. The divergence in each
instance is even greater for local government
sources alone than for the aggregate of

State-local revenue sources.

® Southern SMSA’s generally resemble
those elsewhere in the proportions of their local
government capacity represented by the various
revenue components shown in the table, with
one exception: because public operation of
municipal utilities is somewhat more common

in the South than elsewhere, potential utility

surpluses make up a larger revenue component

in Southern SMSA’s.

The comparative averages for population-size groups
of metropolitan areas indicate that:

® The 30 largest SMSA’s—those with a
million inhabitants or more—stand out con-
spicuously above the others in per capita
revenue capacity and actual revenue. Their
relative revenue effort also averages higher than
that of any other size group, though not
dramatically so.

® The four SMSA groups of less than a
half-million population resemble one another in

State-local revenue capacity per capita, but the

less populous areas show less actual revenue

and, therefore, a generally lower level of

revenue effort. These differences are traceable
mainly to the local government portions of
capacity and effort. Except for the SMSA’s of
under 100,000, each size group shows local
property tax effort above the national average,
with the highest index reported for the areas of
200,000 to 300,000 population.
® Some material differences appear among
the several size-groups of SMSA’s in the
composition of local revenue capacity: with
decreasing population size of area, the share
contributed by farm property taxes moves up
consistently, while the (far larger) proportion
contributed by taxation of nonfarm residential
property drops off. Perhaps rather surprisingly,

the business property tax share of the local

revenue base averages about the same for each

of the size groups of areas.

These summary measures fail to disclose the
considerable variety of revenue characteristics of
individual metropolitan areas within each reported
group. Information on that score can best be obtained
by direct examination of detailed appendix Tables G-8
through G-10.
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County-area Findings

Comparisons are provided in Table 12 for various
groupings of the 666 individual-county areas for which
revenue capacity and effort have been measured in this
study. Again in this context, Southern areas show up
with generally lower levels of revenue capacity, actual
revenue, and relative revenue effort than those elsewhere
in the Nation.

This table also distinguishes four “types”
counties, and shows summary averages separately for:

108 entire-SMSA counties;

113 central counties of multi-county SMSA’s;

203 outlying counties of such SMSA’s; and

242 non-SMSA counties of over 50,000 popu-

lation.
This presentation reflects the limited and rather selective
coverage of county areas applied in the present study.
Omitted are 81 counties of similar kinds (mostly
non-SMSA counties of 50,000 plus) for which
acceptable measures of revenue capacity could not be
developed, and 2,347 counties or county-equivalent
areas which, as of 1966-67, had a population of less than
50,000 and were located outside any metropolitan area.
Altogether, the unreported areas have nearly one-quarter
of the Nation’s population and, given their less urban
makeup, undoubtedly involve rather different revenue
capacity and effort characteristics than the 666 areas
covered in Table 12.

As might be expected, the central counties of major
SMSA’s top each of the other three groups in both
revenue capacity and actual revenue per capita. The
contrast is especially marked between these areas and
outlying counties of multi-county SMSA’s. It is perhaps
more surprising, however, that the four types of county
areas show little difference in relative State-local revenue
effort, when such effort is measured against capacity
estimated on a U. S. average-rate basis. That is, in terms
of group averages (giving identical weight to each county
within each group), larger amounts of actual revenue
apparently tend to draw upon a similarly greater revenue
base in the central and entire-SMSA counties. This is
somewhat less the case for revenue effort of local
governments alone (disregarding the State government
portion), but even on that score relative revenue effort
averages only a few points higher in the most ‘“urban”
metropolitan counties than in the other types of county
areas reported.

This finding may seem to contradict or at least call
into question widespread references to “fiscal disparities
within metropolitan areas” as an important aspect of the
financing difficulties of local governments. But two
points should be emphasized:

1. These summary group averages do not disclose

divergences in effort level as among the counties

of



of any particular SMSA. Yet it is the latter kind
of difference that has the most direct bearing
upon “fiscal disparities,” insofar as these may
appear in countywide terms. In other words
(especially with the unweighted-mean method
used to derive the Table 12 figures),

indicated similarity of relative revenue effort for
the two groups of counties in multi-county
SMSA’s undoubtedly results from a variety of
relationships, with outlying counties in some
instances running above or equal to their
associated “‘central county” in revenue effort,
but in other instances—as has been so commonly
alleged—making a less strenuous revenue effort.
. Even more important, it shouid be observed that
these measures pertain to entire counties, and
thus do not reflect variations of capacity and
effort within such areas. All but a minor fraction

this table are considerably larger geographically
Discus-
targets
mainly at smaller geographic areas, such as the
central city and other parts of the SMSA or its
(Appendix A
discusses some findings about the relative
revenue capacity and effort of a number of

than their metropolitan “central cities.”
sion of localized “fiscal disparities”

central and outlying counties.

metropolitan central-city areas.)

When capacity is estimated on a State-adjusted
basis, the central metropolitan counties show up with
several points more effort, over-all and for the important
property tax component, than their associated outlying
counties. They also show a considerably higher effort
rate for nonproperty taxes.
Table 12 reflects significant differences in the
composition of revenue capacity for the several kinds of

of the 113 “central” SMSA counties shown in

county areas. In particular, as would be expected, the
central metropolitan counties can draw upon a relatively

TABLE 12.-SUMMARY COMPARATIVE MEASURES OF STATE AND LOCAL GOVERNMENT REVENUE,
REVENUE CAPACITY, AND REVENUE EFFORT FOR 666 SELECTED COUNTY AREAS,
BY LOCATION AND TYPE OF AREA: 1966-67

Index measures for selected counties {unweighted mean

ratios; related U.S. averages = 100}

Item All types of Within multi- Non-SMSA
selected counties county SMSA's counties
Entire- ———— of
u.s. Non- SMSA Non- 50,000-
averagel Total South? south counties Central central plus
Number of areas . . XXX 666 241 425 108 113 203 242
Per capita revenue capacity (on u. S -average—rate basns)
State and local sources . $396 92 85 95 101 107 84 87
State government sources $195 94 90 97 105 111 83 91
Local government sources . $201 89 80 94 96 103 84 84
Per capita actual revenue:
State and local governments $396 89 78 95 97 104 80 86
Local governments only Lo $201 83 64 94 92 a8 78 77
Relative revenue effort (with capacity estumated on
U.S.-average-rate basis):
State and local governments 100% 97 93 100 96 97 96 99
Local governments only 100% 93 80 100 95 95 93 91
Relative revenue effort of local governments (w;th capac:ty
estimated on State-adjusted basis):
All local revenue sources 100% 96 N 98 96 99 94 96
L ocal property taxes 100% 103 102 103 102 105 102 103
Local nonproperty taxes 100% 60 59 61 62 73 54 59
Charges and miscellaneous general revenue 100% 100 92 105 96 98 100 104
Utility surpluses . 100% 114 126 106 103 110 128 108
Proportion of revenue capacnty of Iocal governments
represented by:
Property taxation of -
Nonfarm residential property . 30.2% 101 96 104 99 94 112 96
Business property 25.3% g8 99 97 103 116 86 97
Farm property 52% 115 118 113 96 40 154 126
Other local taxes . 12.8% 106 111 102 111 113 95 109
Charges and miscellaneous general revenue 22.8% 94 91 95 93 97 92 95
Utility surpluses . 3.7% 103 132 87 101 97 90 118

! Averages shown pertain to the entire U.S., rather than relating only to the areas reported here.

Counties in 14 States; see text.
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larger business property base than the other kinds of
reported counties. For the average central county of a
multi-county SMSA, the potential of business property
taxation is about the same as that of residential
{nonfarm) taxation. On the other hand, for the average
outlying county of such SMSA’s, the business property
component is less than two-thirds as large as the
residential property component.

Group averages such as those appearing in Table 12
do not reflect specific inter-area differences. Yet
variations of that kind are of particular interest and
importance, both from the standpoint of grant-in-aid
arrangements and of localized “fiscal competition.”
Appendix Tables G-11 through G-13 supply individual-
county data which lend themselves directly to
eeographic comparisons. Table 13 summarizes certain
State-by-State findings regarding the revenue capacity of
individual counties. The table reflects data for at least
two counties in each of 46 States; none are reported for
Alaska or Vermont, and only one each for South
Dakota, Wyoming, and the District of Columbia. At least
five counties are covered in each of 36 States. In 36
instances also, the reported areas account for at least
half the total State population, including 12 cases where
this proportion is over 80 percent. For Delaware, New

Jersey, and Rhode Island, the reported areas comprise
the entire State.

Nationwide, per capita State-local revenue capacity
exhibits an extreme range of 6.7-to-1 among the 666
selected county areas, from $823 (over twice the
national average) in Midland County, Texas, to $123 in
Berkeley County, South Carolina.® For local govern-
ment sources alone, the extreme range is 11-to-1, from
$420 per capita in Washoe County, Nevada, to $38 per
capita in Berkeley County, South Carolina. One or more
reported areas where per capita State-local capacity is
less than 60 percent of the national average appear in 15
States, 12 of them in the South. Conversely, a dozen
States have at least one reported county area with
State-local capacity 40 percent or more over the
National average.

For State-local revenue sources, the capacity range
among reported areas is at least 2-to-1 in 20 States and
at least 1.5-to-1 in 36 of the 46 States for which this

SThis and the other comparisons given below refer to
capacity as measured on a State-adjusted basis for areas within
the States. The appendix tables also include data reflecting
revenue capacity on a U. S. average-rate basis. The adjusted basis
is more directly pertinent for within-State comparisons.

TABLE 13.—-INDEXES OF PER CAPITA REVENUE CAPACITY (ON STATE-ADJUSTED BASIS),
FOR 666 SELECTED COUNTY AREAS, BY STATES: 1966-67 (U.S. AVERAGE PER CAPITA AMOUNTS = 100)

Areas reported

State and local

government sources Local government sources

Percent Ratio Ratio
State of of of
State high high
popu- to to

lation  Aver- High- Low- low  Aver- High- Low- low

Number (1966) age! est est (=1) age!  est est  (=1)

u.s. 666 76 92 208 31 6.7 87 209 19 11.0
Alabama 18 64 73 90 48 1.9 59 80 35 2.3
Alaska . e e e e e oo ..o xxx XXX XXX XXX XXX XXX XXX XXX XXX XXX
Arizona . . . . . . . . . . . .. 5 83 a9 11 94 1.2 a0 106 78 1.4
Arkansas 10 40 78 105 53 2.0 53 77 32 24
California . 32 93 110 143 85 1.7 127 180 91 2.0
Colorado 10 81 98 145 69 2.1 101 145 66 2.2
Connecticut e e e e e 7 97 102 120 81 1.5 102 132 70 1.9
Delaware . . . . . . . . . . . . . 3 100 102 135 85 1.6 57 80 42 1.9
District of Columbia®? . . . . . . . . . 1 100 116 116 116 XXX 97 97 97 XXX
Florida. . . . . . . . . . . . . . 22 85 97 124 67 1.9 107 134 76 1.8
Georgia 14 52 82 118 54 2.2 76 104 45 2.3
Hawaii . . . . . . . . . . . . . . 2 90 103 105 102 1.0 62 68 56 1.2
idaho . . . . . . . . . . . . . . 3 30 87 95 79 1.2 67 80 57 1.4
{llinois 27 85 103 155 76 2.0 116 176 82 21
Indiana 32 73 92 117 71 1.6 89 122 64 1.9
lowa . . . . . . . . . . ... 9 39 105 120 92 1.3 103 113 88 1.3
Kansas . . 46 103 120 57 2.1 108 144 53 2.7
Kentucky . 11 44 91 114 47 24 69 94 27 3.5
Louisiana . . . . . . . . . . . . . 16 65 109 176 63 2.8 66 102 33 3.1
Maine . 42 87 94 80 1.2 74 84 64 1.3



type of comparison can be made. For loczl revenue
sources alone, the capacity range among reported areas is
over 3-to-1 in six States, and at least 2-to-1 in another
21. Only eight of the 46 reportable States show a range
in per capita local source capacity of less than 1.5-to-1.
In most instances (for 36 of the 46 States), the
local-source range among individual county areas is
greater than that for combined State and local revenue
sources.

How do these intra-State variations compare with
those that would appear from some general economic
measure, such as personal income? This issue can be
much better examined when data regarding resident

income become available from the 1970 Census of
Population. Pending that, one limited attempt at
comparison has been made, drawing upon 1960 Census
figures on median family income, and considering only
35 States for which at least five counties of at least
50,000 population could be examined from both the
present study and the 1960 Census. On that basis, the
inter-county range in State-local capacity as measured
here was greater than the range in median family income
in 24 of the 35 States. For local government capacity
alone, the extreme inter-county range was greater than
that indicated by median family income in all the 35
States.

TABLE 13.—-INDEXES OF PER CAPITA REVENUE CAPACITY (ON STATE-ADJUSTED BASIS),
FOR 666 SELECTED COUNTY AREAS, BY STATES: 1966-67 {U.S. AVERAGE PER CAPITA AMOUNTS = 100) (Continued)

Areas reported

State and local

government sources Local government sources

Percent Ratio Ratio

State of of of

State high high

popu- to 10

lation  Aver- High- Low- low  Aver- High- Low- low

Number (1966) age! est est (=1} age est est (=1)

Maryland . e e e 13 92 93 118 75 1.6 88 138 67 21
Massachusetts . . . . . . . . . . . 7 68 88 133 69 1.9 90 129 66 2.0
Michigan e e e e e 25 86 98 126 73 1.7 91 128 68 1.9
Minnesota. . . . . . . . . . . . . 9 57 95 134 63 2.1 926 136 b4 25
Mississippi . . . . . . . . . . . . . 9 34 79 110 54 2.0 66 96 43 2,2
Missouri 12 64 91 130 59 2.2 94 145 62 2.3
Montana 3 31 111 127 a5 1.3 114 141 84 1.7
Nebraska 4 41 109 130 78 1.7 138 166 109 1.5
Nevada . 2 79 176 193 160 1.2 189 209 170 1.2
New Hampshire 3 48 100 107 89 1.2 113 120 104 1.2
New Jersey e e e e e 21 100 101 144 73 2.0 124 195 81 24
New Mexico . . . . . . . . . . . . 5 51 115 188 87 2.2 65 109 44 25
New York . 38 95 89 133 63 2.1 91 143 59 2.4
North Carolina . . . . . . . . . . . 35 69 77 119 52 23 53 96 23 4.2
North Dakota e e e e e 3 31 129 167 105 1.6 99 135 80 1.7
Chio . 47 87 86 119 58 2.1 97 144 62 2.3
Oklahoma . 10 52 93 142 57 25 74 111 36 3.1
Oregon . 10 74 102 143 82 1.7 100 131 84 1.6
Pennsylvania . . . . . . . . . . . . 41 o2 79 112 59 1.9 75 110 48 2.3
Rhode Island . . . . . . . . . . . . 5 100 80 97 71 1.4 75 86 65 1.3
South Carolina . . . . . . . . . . . 15 66 66 88 31 28 40 b3 19 2.8
South Dakota. . . . . . . . . . . . 1 14 112 112 112 XXX 116 116 116 XXX
Tennessee . 13 58 85 113 59 1.9 81 110 48 23
Texas . . . . . . . . . . ... 40 73 92 208 54 39 90 154 49 3.1
Utah . . . . . . . . . . . . . . 4 77 83 104 67 1.6 70 87 59 1.5
Vermont XXX XXX XXX XXX XXX XXX XXX XAKX AXX XXX
Virginia 12 56 90 130 62 241 74 112 52 22
Washington 12 83 112 1565 82 1.9 89 158 55 29
West Virginia . 16 63 78 123 42 29 53 107 27 4.0
Wisconsin . e e e e e e 18 66 93 115 81 1.4 76 97 54 1.8
Wyoming . . . . . . . . . . . . . 1 19 121 121 121 XXX 109 109 109 XXX

1Unweighted mean of indexes computed for individual areas.
2 Treating all nonproperty taxes as ’State government sources.”’
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The particular “high” and “low™ areas involved
were also often different for the alternative extreme-
range calculations in particular States. This seems to
confirm the observation made earlier that the relative
revenue capacity of governments in various areas is not
closely measured solely by reference to personal income
data.

Altogether, then, the reported data show marked
within-State differences in local governments’ financing
capability—even when the comparisons are made in terms
of entire counties, and principally the more populous
ones. Moreover, these disparities generally exceed those
that might be inferred from personal income compari-
sons alone.

Table 14 summarizes revenue effort findings for the
same 666 selected counties, by States. Nationally, the
extreme ranges for the reported areas are: 2.5-to-1 for
relative State-local revenue effort (from 40 percent
above to 44 percent below the national average);
4.9-to-1 for local government revenue effort; and 7-to-1
for local governments’ property tax effort.

In 35 of the 49 States concerned, at least one
county shows a State-local revenue effort above the
national average, and in eight States at least one county
has an index of 120 or more. On the other hand, in all
but five States (Arizona, Hawaii, Idaho, Minnesota, and
Utah), one or more of the reported counties show
State-local revenue effort below the nationwide norm of
100, and in nine States the “lowest county” effort ratio
is lower than 80.

Except for Texas, where an extreme range of
1.8-to-1 appears, the within-State variation in State-local
revenue effort for the reported counties is 1.5-to-1 or
less. In 13 of the 46 States for which such a comparison
appears, this divergence is less than 1.3-to-1. In
considering these modest variations, however, it should
be remembered that they are ‘“‘smoothed out” by the
inclusion of State-source as well as local-source effort.

Far greater variation occurs in the intensity with which
local governments in various counties tap their available
revenue base.

In all but seven of the 49 States concerned, at least
one reported county shows a local revenue effort above
the national average, and in 19 States the “highest
county” ratio is more than one-fifth above that average.
Conversely, there are only five States where no reported
county falls below the nationwide norm for local
revenue effort. Even greater diversity appears in Table
14 for local governments’ property tax effort. Of the 46
States for which such comparisons can be made, an
effort range of at least 1.5-to-1 appears in 31 instances
for all local revenue sources and in 36 instances for local
property taxes only. The distribution of the 46 States is
as follows:

Number of States

High-low range among

reported counties in All local Local
relative revenue effort revenue  property
of local governments sources taxes only
3.0to-lormore . . . . . . 1 5
2.5-to 2.9-to-1 - 4
2.0- to 2.4-to-1 11 18
1.5-to 1.9-to-1 19 9
Under 1.5-to-1 15 10
Total . 46 46

These comparisons also pertain to entire counties
and thus submerge intra-county differences in local
governments’ revenue effort. A wider range of variations
would be shown by data for smaller areas. Even in
county-wide terms, however, both the capacity and
effort findings show that responsible policymakers at the
several governmental levels are well justified in their
concern for localized fiscal differences. There is, indeed,
much to be “equalized.”

TABLE 14.—INDEXES OF REVENUE EFFORT (ACTUAL REVENUE AS PERCENT OF REVENUE CAPACITY)
FOR 666 SELECTED COUNTY AREAS, BY STATES: 1966-67

State and local

Local governments— Local property

governments all revenue sources taxes only
Ratio Ratio Ratio
State! of of of
high high high
to to to
Aver- High- Low- low Aver- High- Low- low Aver- High- Low- low
age? est est (=1)  age? est est (=1)  age? est est (=1)
us. . 97 140 56 25 96 171 35 49 103 195 28 7.0
Alabama . 97 112 85 1.3 95 127 64 2.0 112 195 44 4.4
Alaska XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
Arizona . 112 121 108 11 117 140 108 1.3 134 162 112 14
Arkansas . 90 100 81 1.2 94 127 69 1.8 116 162 70 23
California 110 133 90 1.5 114 154 81 1.9 119 178 78 23



TABLE 14.—INDEXES OF REVENUE EFFORT (ACTUAL REVENUE AS PERCENT OF REVENUE CAPACITY)
FOR 666 SELECTED COUNTY AREAS, BY STATES: 1966-67 (Continued)

State and local Local governments— Local property

governments all revenue sources taxes only
Ratio Ratio

State1 of of of
high high high

to to to

Aver- High- Low- low Aver- High- Low low Aver- High- Low- low

age est est {=1)  age? est est (=1)  age? est est (=1}

Colorado. . . . . . . . . . 110 122 99 1.2 113 136 92 1.5 117 151 88 1.7
Connecticut . . . . . . . . . 92 a8 89 1.1 91 103 85 1.2 98 117 91 1.3
Delaware. . . . . . . . . . 99 103 95 1.1 92 106 75 1.4 100 135 59 23
District of Columbia® . . . . . . 85 85 85 XXX 85 85 85 XXX 85 85 85 XXX
Florida . . . . . . . . . . 9N 101 75 13 90 107 64 1.7 89 124 65 1.9
Georgia . . . . . . . . . . 98 11 92 1.2 a8 125 85 1.5 121 195 80 2.4
Hawaii . . . . . . . . . . 123 125 120 1.0 120 128 111 1.2 107 137 78 1.8
Idaho. . . . . . . . . . . 110 114 105 1.1 115 127 102 1.2 107 129 92 1.4
linois . . . . . . . . . . 86 94 71 1.3 86 100 61 1.6 91 114 69 1.7
Indiana . . . . . . . . . . 99 119 88 1.4 101 139 80 1.7 108 164 76 2.2
lowa . . . . . . . . . . . 102 109 90 1.2 99 114 76 1.5 101 118 72 1.6
Kansas . . . . . . . . . . 97 113 89 1.3 99 131 84 1.6 109 168 83 2.0
Kentucky . . . . . . . . . 93 99 84 1.2 92 107 66 1.6 103 128 66 1.9
Louisiana . . . . . . . . . 9 100 86 1.2 90 115 72 1.6 99 154 39 39
Maine. . . . . . . . . . . 99 103 97 1.1 96 106 90 1.2 102 111 95 1.2
Maryland. . . . . . . . . . 97 11 84 1.3 92 122 64 1.9 95 130 66 2.0
Massachusetts . . . . . . . . 119 131 99 1.3 126 149 90 1.7 152 195 94 2.1
Michigan. . . . . . . . . . 98 118 84 1.4 95 140 70 2.0 96 166 64 2.6
Minnesota . . . . . . . . . 116 140 108 1.3 118 171 101 1.7 120 192 95 2.0
Mississippi . . . . . . . . . 99 106 87 1.2 94 110 66 1.7 114 154 81 1.9
Missouri . . . . . . ., . . . 89 94 83 1.1 88 98 75 1.3 96 108 85 1.3
Montana. . . . . . . . . . 94 99 85 1.2 94 103 78 1.3 107 130 80 1.6
Nebraska. . . . . . . . . . 79 88 57 1.5 76 89 45 20 88 110 48 2.3
Nevada . . . . . . . . . . 178 80 77 1.0 79 82 77 1.1 79 85 72 1.2
New Hampshire. . . . . . . . 84 87 78 1.1 83 89 73 1.2 82 92 7 1.3
Newdersey . . . . . . . . . 94 110 84 1.3 95 122 79 1.5 94 135 75 1.8
New Mexico. . . . . . . . . 97 101 86 1.2 100 115 64 1.8 110 146 41 3.6
NewYork . . . . . . . . . 117 131 96 14 109 136 7 1.9 136 182 84 2.2
North Carotina . . . . . . . . 95 105 87 1.2 91 118 65 1.8 28 163 59 2.8
NorthDakota . . . . . . . . 97 98 96 1.0 102 104 101 1.0 101 102 98 1.0
Ohio . . . . . . . . . . . 85 97 70 14 84 106 59 1.8 85 111 59 1.9
Oklahoma . . . . . . . . . 88 100 76 1.3 87 115 61 1.9 95 124 64 1.9
Oregon . . . . . . . . . . 99 104 89 1.2 97 108 79 14 96 106 73 1.5
Pennsylvania . . . . . . . . 05 108 87 1.2 90 118 74 1.6 86 121 66 1.8
Rhodeisland . . . . . . . . 101 103 98 1.1 102 106 96 1.1 110 116 103 1.1
South Carolina . . . . . . . . 99 107 91 1.2 96 118 71 1.7 11 149 65 2.3
SouthDakota . . . . . . . . 97 97 97 XXX 90 90 20 XXX 93 93 a3 XXX
Tennessee . . . . . . . . . 86 97 72 1.3 83 105 56 1.9 78 110 46 2.4
Texas. . . . . . . . . . . 84 101 56 1.8 84 119 35 3.4 91 151 28 5.4
Utah . . . . . . . . . . . 106 107 103 1.0 101 104 a5 1.1 102 112 96 1.2
Vermont . . . . . . . . . . XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
Virginia . . . . . . . . . . 96 110 84 1.3 96 129 58 22 112 174 63 2.8
Washington . . . . . . . . . 100 104 93 1.1 97 108 82 1.3 96 119 71 1.7
West Virginia . . . . . . . . 100 113 85 1.3 101 144 67 21 123 188 75 25
Wisconsin . . . . . . . . . 114 133 92 1.4 114 166 YA 2.3 115 178 59 3.0
Wyoming . . . . . . . . . 83 83 83 XXX 80 80 80 XXX 73 73 73 XXX

!'As to numbers and population of reported areas, see table 2-13.
2Unweighted means of ratios computed for individual areas.
Treating all nonproperty taxes as State government revenue.
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Correlation Analysis

While the representative tax or revenue system
approach appears the preferred method of measuring
fiscal capacity, it is, of course, but one such measure. To
determine the relationships between this representative
system and two widely used alternative measures, a
correlation analysis was performed. That is, per capita
estimated revenue capacity from all State-local sources
was correlated with per capita personal income and then
with a composite per capita measure, reflecting equal
weight for potential property tax yield (at U.S. average
rates) and personal income. Each of these correlations
was performed for three governmental levels—the 51
States (including the District of Columbia, the 666
counties for which necessary data was available, and the
214 SMSA’s).

The results of these procedures indicate that there is
a moderate to strong relationship among the three
approaches to fiscal capacity. Comparisons of per capita
estimated revenue capacity from all State-local sources
with per capita personal income yielded a correlation
coefficient (r,adjusted for degrees of freedom) of .633 at
the State level, .727 at the county level and .623 for the
SMSA’s. When the per capita estimated revenue capacity
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from all State-local sources was compared with a
composite property-income measure, the correlation was
strengthened—as expected, since more components of
the revenue capacity measure were included in the
composite series. For this set of correlations, the
coefficients (r, adjusted for degrees of freedom) were
.833, .873, .834 at the State, county and SMSA levels.

In both sets of correlations then, the relationships
“hold up” at each governmental level that was included
in the correlation analysis. It must be emphasized,
however, that this would not necessarily or even likely
be the case if comparable correlations were performed
for more fragmented local governmental entities as
variations among the alternative measures can be
expected to be more pronounced for smaller jurisdic-
tional units.

This point is illustrated in a third set of correlations
even at the county and SMSA levels. When per capita
estimated revenue capacity from all State-local sources
was compared with per capita estimated State-local tax
capacity, an extremely close relationship was found at
the State level (r = .940). At the county and SMSA level
virtually no such relationship was found, the coefficients
being .022 and .053 respectively.



Chapter 3

ACTUAL ADJUSTMENT OF GRANTS-IN-AID
FOR FISCAL DIFFERENCES

Adjustment of intergovernmental grants to the
financial capacity or effort of the recipient has been a
part of the American scene for a long time. It has played
a big role in State education aids to local school districts.
It is a more recent development in Federal welfare aids
to States. But it is almost non-existent in direct
Federal-local grants.

Where use of fiscal measures has occurred, the
concern of the granting government has, till now, been
concentrated on capacity rather than on the use made of
that capacity. Further, the grants have been over-
whelmingly categorical rather than general purpose. The
donors of the grants have shown a disposition to worry
first about assuring a minimum level of service, and only
secondarily about the fiscal ability of the grant-receiving
governments to provide it.

The foregoing skeletal generalizations require some
fleshing out. The following review of actual practice will
not evaluate the entire American grant “system,” but
will examine only the use of fiscal measures as
modifying factors in the flow of intergovernmental
dollars.

A Note on Terminology

In intergovernmental affairs, the term ‘“‘equaliza-
tion” must be used gingerly. It means different things to
different people. To be sure, the fiscal factors being
reviewed are equalization factors. However, adjustment
of grants for variations in fiscal capacity is only one of
several forms of intergovernmental equalization.

Some people think of rectifying uneven tax burdens
when they hear of “equalizing aids.” That important
concept, with its psychological and tax incidence
implications, is not the focus here. Some think of
equalization as meaning treating everybody alike.
Whether “everybody” means each citizen, or each pupil,
or each elderly person—it is not the kind of aid feature
now under discussion. To others, equalizing aids
connotes fairness, or equity, or redistribution of
income—either geographically or by income class.
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The history of intergovernmental relations in this
country suggests a fairly consistent notion of equaliza-
tion: support for a minimum level of public services
without gross variations in the financing effort of
recipient jurisdictions. This common meaning involves
both program need and fiscal capacity. It is the relation
between needs and resources that is to be equalized. This
definition underlies much past and present practice in
both Federal and State Government aid distributions.
Measures of fiscal capacity provide part—but only
part—of the yarn from which such equalizing grants are
woven. Because fiscal indexes do not measure program
need, it was decided that the term equalization should
be avoided. Modification of grants to overcome (wholly
or partially) differences in the fiscal capacity of recipient
governments is the topic of this chapter. Therefore, they
will be called what they are: capacity-adjusted grants. It
is not necessary to coin a comparable new term like
“effort-adjusted grants.” They do not exist. Although
fiscal effort is, in one sense, taken into accoumt by
matching grants, and although minimum effort 8 a
required condition of some State school aids, there is no
history of modifying grant payments as a reward for
relative fiscal effort.

The term ‘“‘equalization” is not only a word with
many meanings, but also an objective reached by many
avenues. Financial takeover of a function by a higher
level of government may ‘achieve equalization. Fat
functional grants involving a fixed number of dollars per
welfare case or per pupil work in that direction also: ¢he
larger the share of total cost covered by grant dollers,
the greater the equalization. Delaware’s school aids
provide a good illustration. In 1968-9 Delaware provided
not a penny of its school aids on a capacity-adjusted
basis, whereas the national average was 69 percemt of
State aids so apportioned. But, the Delaware State
Government provided almost twice as large a share of all
school costs as the average State (73 percent compared
with 41 percent). Clearly, the State of Delaware is
achieving a great deal of financial “equalization.”
Similarly, general purpose grants distributed on the



simple basis of population are equalizing, as Walter
Heller emphasized some years ago. The equalizing effect
in the preceding cases is achieved even if the original
collection of revenues going into the grant funds come
from a proportional tax structure. Naturally, with a
progressive tax structure, the financial equalizing effect
is heightened. The result is further intensified when the
aid dollars are specifically aimed at poor people or poor
areas. When grants make a deliberate allowance for the
fiscal poverty of an area, they become the “capacity-
adjusted” grants now under review.

Even after the subject has been narrowed to grants
that are modified for the fiscal capacity of recipients, a
number of alternatives are still possible. Capacity
measures can be used as screening devices for
determining which governments shall be eligible or
ineligible for a grant. They can also be used in a formula
to determine how the total grant amount is to be
apportioned among recipients, or they can be part of a
matching formula. Combinations are another possibility.
Capacity allowances can be a feature of grants given to
assist narrowly-specified functions, broad grants em-
bracing a number of subfunctions, or unrestricted grants
to be used as the receiving unit of government thinks
best.

The State Experience

In actual practice, to what extent and in what ways
have State Governments and the Federal Government
adjusted grants-in-aid on the basis of fiscal capacity?

The States have shown the way in the use of fiscal
measures in grant programs. This is both natural and
appropriate. The parent States are responsible for the
subordinate units they have brought into the world. In
fact, each State exercises such pervasive control over
local financing that the actual use of fiscal measures in
State grants is not so surprising as the limited extent of
their usage.

Since the turn of the century, students of
educational finance have noted that State school support
should take into account the varying fiscal ability of
local school districts.! Cubberley, in 1906 was one of
the first to speak of fiscal “equalization”—suggesting
that perhaps as much as five per cent of State
educational aids might be distributed to those school
districts that were not able to meet the State minimum
standards even when they taxed themselves as high as
the law allowed. Cubberley suggested that the bulk of
State school aids be used in ways that reward districts
that offer higher quality services.

!See, for example, Charles S. Benson, The Economics of
Public Education, Boston: Houghton-Mufflin Co., 1961.
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In the 1920’s George Strayer and Robert Murray
Haig formulated a more “modern” approach to
distributing school aid for New York’s Educational
Finance Inquiry Commission. They proposed that State
aid be used to provide a basic level of educational
programs at uniform local tax rates. The State would
mandate a rate of local school taxation which all school
districts would have to levy to qualify for aid. It was the
rate that would have to be employed in the richest
school district of the State to provide enough funds for
what was considered a satisfactory minimum offering.
The State aids would make up the difference between
the locally-raised amount and the amount needed for the
foundation level. Then, as now, taxable property values
were usually used in State school aid programs as the
yardstick for measuring wealth and as the tax base on
which the required rate was to be imposed. The New
York idea spread, and this sort of program is still in
operation in most States today.

The latest development in education aid has been
the percentage equalizing grant. It varies State support in
accordance with the per pupil property valuation of each
school district. After setting the standard share of State
support in a district of average property wealth, the
formula raises the percentage of State support in school
districts of below-average wealth and lowers State
support in districts of above-average wealth. This aid
plan, which does not concern itself with the relative
fiscal effort of the local district, was used in several
States as of 1968-69.

Theoretically, the percentage equalizing grant is the
most powerful school aid formula of the three in terms
of adjusting to local fiscal capacity. If appropriately
structured, this aid formula allows for virtually complete
State support to the poorest school district and none to
the richest. However, as limitations are placed on the
inclusiveness of percentage equalizing grants (e.g., limits
on the amount of local school expenditures that may be
eligible for State aid, as in Massachusetts and New
York), the original resource gap is by no means entirely
closed.

Out of these historical developments has emerged a
pattern manifesting considerable variety in today’s
school aid formulas. Three general types of distribution
systems dominate. Seven States have fixed foundation
formulas, whereby each district receives the difference
between its mandated property tax effort and a uniform
statewide foundation amount of expenditures per pupil.
Thirty States have a variable foundation grant. They
insist on a required rate of local tax effort and then
contribute varying amounts of aid to each district. Five
States have a two-stage aid formula: first, a fixed
foundation grant to all school districts; then, a variable
foundation grant. Seven States use percentage equalizing



grants which vary aid on the basis of the relative fiscal
capacity of the local school district.

A few facts and figures are helpful in assessing the
evidence of State adjustment of aids for variations in
local fiscal capacity.? In considering these facts, it is well
to keep in mind that States achieve fiscal “equalization”
in many other ways besides modifying grants on the
basis of relative capacity; and that the dollar amounts
involved in capacity-adjusted programs are far greater
than the dollar amounts actually applied to reducing
local resource variations.

State aid is primarily concentrated in three
functional areas: education, highways, and public
welfare. Over 75 per cent of all State aid was distributed
in these three fields in 1957, 1962, and 1967. State
education aid accounts for about 55 per cent of total
State education expenditure. State highway aid accounts
for 16 per cent of total State highway expenditure, and
State welfare aids account for 40 per cent of total State
welfare expenditure. In total, all State aid accounts for
about 36 per cent of State spending.

As of 1966-67, approximately 37 per cent of all
State aid involved some kind of adjustment for local
capacity differences. Sixty-nine percent of all State
educational aid was so distributed. Put another way, 96
per cent of all fiscally-adjusted aid was in the field of
education.

Forty-five States had some capacity-adjusted pro-
vision in their educational aid program as of 1966-67.
Seven States had this kind of provision in welfare aid;
two States had it in aid programs for general local
government support; three States had it in highway aids,
and six States had such features in other types of
programs. Overall, there were four States that did not
have an allowance for local capacity in at least one of its
grants-in-aid.

Three States distributed more than 70 per cent of
their State aid dollars in programs that contained some
kind of recognition of variations in local fiscal capacity
in 1966-67. Seventeen States distributed more than 50
per cent of their aid on such a basis, but there were
twelve States that distributed less than 10 per cent of
their State aid in this way.

The more that State grant systems are dominated by
education aid programs, the greater the likelihood that
the overall grant structure will employ capacity
measures. Ten State aid systems distributed more than
60 per cent of their State aid with an allowance for local

2This section draws upon U.S. Bureau of the Census,
Census of Governments, 1957, 1962, 1967, State Payments to
Local Governments, Washington: U.S. Government Printing
Office; Advisory Commission on Intergovernmental Relations,
State Aid to Local Government, Washington: U.S. Government
Printing Office, 1969.
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capacity variations. More than three-quarters of their
State aid money was in education aid. States having
lower proportions of education aid to total aid had less
of their aid dollars distributed on a fiscally-modified
basis (for example, Colorado, Maryland, Massachusetts,
and Wisconsin).

Numerous bases are utilized for determining the
basic or initial amount of aid that is to be adjusted for
fiscal variations. The starting point in State school grants
is always some measure of functional need. Only after
that has been selected and quantified does the question
arise of further modification in the light of relative local
resources. Some States adjust per pupil expenditures,
while others look at school expenditures in terms of
teacher salaries or teacher-pupil ratios. Some formulas
differentiate between large and small school districts in
distributing aid. Some States differentiate on the basis of
grade-level. All these weighting factors are variants in
determining the foundation level of school expenditure
that a State is ready to support.

The effect of adjustments for capacity factors
frequently is diluted by other features in the distribution
process. Nearly all State aid formulae provide for ‘flat
grants’ and ‘save-harmless’ provisions. These provisions
mean that all school districts, no matter how rich, will
receive some grant money. Many States have incentive
features in their school aid formulas, designed either to
stimulate local spending on education in general or to
encourage specific quality features. Since it is likely that
high capacity school districts can best respond to such
incentives, the result may be to undercut the effect of
capacity adjustments.

Most aid formulas set the level of State support well
below the average level of school expenditures. Often
the foundation program which the State will support is
at a level which most local districts have exceeded. With
all expenditures above the foundation level being
financed entirely from local sources, the effect of the
fiscal adjustment is lessened. Especially in periods of
inflation, it is difficult for State legislative enactments to
keep the foundation level in line with the rising level of
educational spending.

The extent to which fiscal differences are
recognized in State school aids is affected by the manner
in which the formulas measure local capacity. Thus, (1)
property base rather than the potential yield of all
revenues is the measure of capacity, (2) per pupil
amounts are generally computed rather than per capita
amounts, and (3) school expenditures rather than total
local governmental expenditures become the effort
norm. This segregation of school financing does not
recognize the interdependence of local fiscal resources.
The term “municipal overburden” has been coined to
describe the fact that the proportion of local financing



devoted to education tends to be less in the large central
city than in suburban areas surrounding it. This
divergence is probably explained by the likelihood that
disproportionately heavy non-school needs in the big
city leave relatively little capacity for school purposes.

The Federal Experience

As of 1969, $21 billion was disbursed in Federal
grant-in-aid programs. Federal aid constituted 10.4 per
cent of all Federal expenditures and 20.9 per cent of all
Federal domestic expenditures in 1969. Between 1958
and 1969 Federal aid rose from $4.9 billion to $20.8
billion, an increase of 324 per cent.

Federal aid remains concentrated in three main
functional areas: education, highways, and public
welfare. Between 1958 and 1969, over 75 per cent of all
Federal aid was in these three categories. During those
ten years, Federal aid as a per cent of State-local
expenditures increased in education and highways and
remained at a constant level in public welfare.

Table 15.—FEDERAL AID AS A PERCENT OF STATE-LOCAL
GENERAL EXPENDITURE, IN; TOTAL AND FOR THREE
MAJOR FUNCTIONS, SELECTED YEARS, 1958 TO 1968

1958 1963 1968

All general expenditure 10.7 1341 17.6
Education 39 5.6 10.8
Highways 17.0 26.3 293
Public welfare 476 49.1 48.0

Source: U.S. Bureau of the Census. Government Finances.

1968, 1963, 1968.

As the dollar volume of Federal aid expanded, the
number of Federal grant-in-aid programs also increased.
Between 1962 and 1969 more than 300 separate Federal
grant programs were instituted, increasing the total from
160 in 1962 to approximately 470 by 1969. The larger
number of individual programs makes an overall
summary view more necessary. Table 16 provides a

Table 16.—FEDERAL AID BY FUNCTIONS,
SELECTED YEARS, 1958-1968

Percent Distribution of Federal Aid

Function 1958 1963 1968
Total Federal Aid 100.0 100.0 100.0
Education 13.5 16.3 26.1
Highways 30.6 35.0 23.8
Public Welfare 37.2 32.3 30.0
Health and Hospitals 23 2.2 4.0
Natural Resources 24 1.9 15
Housing and Urban Renewal 26 4.4 44

Air Transportation 9 B A
Social Insurance 6.0 4.0 3.3
Others and Unallocable 4.5 3.3 6.5

Source: U.S. Bureau of the Census. Government Finances.

1958, 1963, 1968.
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functional breakdown of Federal grants with an
indication of the changes that have occurred over recent
years in the relative importance of various components.

All Federal grants are categorical rather than general
purpose, and they are predominantly “project grants”.
There were 107 Federal project grants in 1962 and
about 370 in 1969. Formula grants, on the other hand,
only increased from 53 programs in 1962 to 99
programs in 1969.3

As grant programs proliferated, the level of
sophistication in the disbursal of federal aids has risen.
Several grants were consolidated into a block grant for
health programs. “Incentive” grants were instituted in
the area of water pollution control and highway
construction, and multifunctional grant programs were
instituted in the area of regional and metropolitan
development. There have been innovations in the
matching ratios of the Federal grant system, with
variable matching ratios provided for more than 33 grant
programs as of 1968. Moreover, that year there were 148
separate Federal grant programs which had 100 per cent
Federal financing.

Capacity adjustments in Federal grants. In 1968,
some 25 Federal grant programs disbursed aid with a
partial allowance for differences in State-local fiscal
capacity. Two of them were in the area of environmental
control, eight in education, seven in public health, two
in vocational rehabilitation, and six in public welfare. In
terms of the Federal budget, this type of aid increased
from $1.4 billion in 1962 to $4.0 billion in 1968. As a
proportion of total Federal aid dollars, such grants
increased from 17.5 per cent of all aids in 1962 to 21.6
per cent in 1968. About 46 per cent of all
capacity-adjusted Federal grant dollars were in the field
of public welfare in 1962; by 1968, this functional area
claimed about 62 per cent of all Federal aid money that
sought to make allowance for fiscal differences at the
receiving end.

Seven of the capacity-related grant programs were
for public facility construction, the other eighteen were
for the provision of public services. Five had provisions
for adjusting to capacity differences in both allotment
and matching requirements; fourteen had such provi-
sions solely with regard to allotment, and six programs
had them only in the matching ratios.

3“Project grants are allotted in response to specific
applications presenting particular proposals for outlays for which
assistance is required ... Grants identified as ‘formula’ or
‘formula apportionment’ in the table entries are those in which,
by law or administrative regulation, sums of money are allocated
among States or their subdivisions according to formulas
containing prescribed numerical factors.”

Legislative  Reference Service, Federal Programs of
Grants-In-Aid to State and Local Governments, Senate
Subcommittee on Intergovernmental Relations, Washington:
U.S. Government Printing Office, 1969, pp. S and 6.



Six of the above programs allocated all of their
funds with some modification for fiscal capacity. The
others did not adjust basic minimum allotments or
portions for fiscal capacity measures.

The increase in capacity-adjusted Federal aid is
reflected in State-local budgets. This kind of Federal aid
was only 2.2 per cent of State-local revenue from own
sources in 1962. It nearly doubled to 4.0 per cent by
1968. The greatest functional concentration of capacity-
adjusted Federal aid is in public welfare. This part of
Federal welfare aid amounted to 34 per cent of
State-local expenditures from own sources on this
service in 1962; by 1968 the proportion had increased to
60 per cent. In fact, two-thirds of the expansion in
Federal aids modified for resource differences during
those years was in this one functional field.

Personal income is always the measure of fiscal
capacity used for adjusting Federal-State grants. There
are two broad ways in which this measure was used in
the 25 fiscally-modified programs of 1968. One method
adjusts the Federal share in the matching formula.
Eleven programs used this sort of variable matching
formula.®* The Federal share is varied according to the
ratio of State per capita income to national per capita
income. In all cases, allowances for capacity differences
are restricted to a limited range of the program or
project cost. In some instances the range is 50 to 65 per
cent, in some it is 33 to 66 per cent, and in one case 50
to 83 per cent.

The other method for using personal income as the
basis for adjustment provides for modifying grants on the
basis of each State’s population, weighted by the ratio of
State per capita income to national per capita income. A
State’s population becomes hypothetically larger as the
ratio decreases. This method is normally used for
allocating to each State its share of the Federal funds.
Thus, it does not affect the matching ratios of the
granting and receiving governments. Nineteen grants
used this method of fiscal adjustment in 1968. As with
the first method, there were often limits on the range
within which the variation could take place. Five Federal
programs made allowance for capacity differences in
both the allocation and the matching parts of the grant.

“Equalization,” in the sense of adjusting for the
relative fiscal capacity of recipient governments, appears
to be a subordinate aim of the present Federal aid
structure. The situation has not changed appreciably
since the Advisory Commission on Intergovernmental

4. : . R L,
The designation, ‘variable matching,” is used most

commonly for grants in which the Federal share of program or
project expenditures varies among the several States or other
recipients in conformity to an index denoting relative fiscal
capacity or need.” Ibid., p. 7.
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Relations noted in 1964: “In short, the weight of
explicit equalization factors in {Federal] grant distribu-
tion is not large.”® Only about 23 per cent of all Federal
aid is adjusted on the basis of relative fiscal capacity.
Even this estimate is probably an overstatement. Basic
guaranteed allotments and the limited range of
capacity-related percentages minimize their fiscal-
balancing potential.

“A related point is that the focus of existing

[Federal] grants, in so far as there is a common

focus, is on service standards, not personal incomes.

With the multiplicity of existing conditional grants,

each restricted to a defined purpose or govern-

mental service, any important contribution to

‘equalization’ is in the form of assured support

everywhere for nationally defined minimum

standards in designated public services.”®

A certain amount of equalization can be achieved
even apart from capacity adjustment. The Federal
Government has followed a number of the different
paths toward equalization. It would be a mistake,
therefore, to measure Congressional interest in equaliza-
tion, or its achievement of some degree of equalization,
solely by Federal aids that use capacity measures.

Effects of fiscal adjustment. To what extent do
existing Federal aids operate to the advantage of States
with less-than-average revenue capacity, as estimated in
this study? Table 17 throws some light on this matter.
The table was prepared by: (1) sorting the 50 States into
five groups on the basis of per capita revenue capacity;
(2) within each group of 10 States, determining the
median amount of Federal aid per capita and per $100
of estimated revenue capacity, in total and for each of
various functions as reported by the 1967 Census of
Governments; and (3) translating these amounts into
relatives of U.S. average amounts of Federal aid revenue.
Because highway grants are large and are allocated
without reference to relative income levels, the table
includes a subtotal comparison of all non-highway
grants. (The comparison is made in terms of medians,
rather than averages, to avoid the possibility that one or
a few very large States in any particular group would
dominate the results.)

When relative per capita amounts are examined (the
top portion of Table 17), only public welfare grants
show a consistently inverse relation to revenue capacity.
Among the three low-ranking quintiles of States, such a
tendency can also be found for Federal aid in total and

SACIR, The Role of Equalization in Federal Grants,
Washington: U.S. Government Printing Office, 1964, p. 72.

51 M. Labovitz, “Federal Assistance to State and Local
Governments,” Federal-State-Local Fiscal Relationships, Prince-
ton: Tax Institute of America, 1968, p. 29.



Table 17.—FEDERAL AID PAYMENTS, BY FUNCTION, RELATED TO REVENUE CAPACITY:

Fiscal 1966-67
Excluding Highways
Public All
Total Highways Total Welfare Education Health Other

Per Capita amounts:

U.S. Average $77.20' $20.75 $56.45 $22.31 $21.42 $1.77 $1 0.94'
Relative amounts per capita:

United States , . 100 100 100 100 100 100 100

Median of 10 hlghest-capaC|ty States . 133 152 115 77 114 119 146

Median of next 10 States 93 98 92 73 109 113 101

Median of next 10 States 87 98 92 74 97 102 77

Median of next 10 States 103 120 92 87 104 102 96

Median of 10 lowest-capacity States 11 120 107 104 112 141 88
Amount per $100 revenue capacity:

U.S. Average . . . $19.49' $ 524 $1425 $ 563 $6541 $ .45 $ 276
Relative amounts per $1 00 revenue capacny:

U.S. Average . . 100 100 100 100 100 100 100

Median of 10 hlghest-capacny States . 114 130 99 59 98 102 116

Median of next 10 States 89 94 88 69 104 107 94

Median of next 10 States 88 99 92 73 96 102 76

Median of next 10 States 115 139 100 92 111 11 105

Median of 10 lowest-capacity States 146 156 141 137 150 198 123

1Excluding Federal payments for atomic energy research at the University of California.

for most of the reported functional classes. Except for
public welfare, however, median per capita aid for the
highest-capacity group of States is generally well above
the national average. When examined in per capita terms,
then, Federal aid arrangements appear to provide limited
and selective “extra help” to compensate for interstate
differences in revenue capacity.

Even if a low-capacity State receives the same
amount per capita as another State with higher capacity,
the poorer State can be thought of as benefiting
relatively more from the aids. That is, it would find it
more difficult to provide equivalent financing from its
own revenue base. Suppose one State initially has $200
of revenue capacity per capita and another has $100 per
capita. This spread would be reduced relatively if each
State receives $100 of Federal aid per capita. Equal per
capita amounts would change the original 2-to-1 ratio in
public resources to a less dramatic 3-to-2 ratio.

When Federal aid amounts are examined in this
light, as indicated in the bottom half of table 3-3,
lower-capacity States rather consistently show an extra
gain. The “equalizing” tendency shows up most strongly
for public welfare, but also to a substantial degree for
education and (the far smaller) health grants.

It is relative revenue capacity as measured in the
present study that has been used for this summary
comparison. But, Federal grant provisions which
presently allow for capacity variations do so in terms of
personal income. Per capita aid amounts would show up
differently if the States were grouped into quintiles on
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the basis of per capita resident income. In that event, the
per capita median amounts of total aid payments would
show the following relatives, starting with the richest
group: 89, 99, 93, 139, 117—somewhat “better”” than
the relatives shown for total aid in the top half of Table
17: 133, 93, 87, 103, and 111. This is another way of
indicating that the use of income measures and revenue
capacity measures often lead to different results.

Although existing Federal grant arrangements do
not incorporate specific rewards for relatively high
effort, as measured in the present study, they do in
many instances include matching provisions that might
be expected to operate in that direction. Accordingly,
Table 18 summarizes the results of an attempt to see
whether there is a tendency for high-effort States to
receive more Federal grants per capita than those that
are tapping their own revenue resources less strenuously.
Some tendency appears for per capita aid amounts to
drop off as one looks at successively lower-effort groups
of States, particularly for education and the residual
class of “all other” grants. However, the indicated
differences among the median States of the respective
groups are relatively minor.

Altogether, then, these two sets of comparisons
suggest only a moderate degree of additional benefits
going to relatively low-capacity or high-effort States
under Federal grant arrangements operative in 1966-67.
More recent data might yield somewhat different results,
but there is no reason to expect that they would
materially change this conclusion.



Table 18.—FEDERAL AID PAYMENTS BY FUNCTION RELATED TO RELATIVE REVENUE EFFORTS:
FISCAL 1966-67

Excluding Highways

Public All
Total Highways Total  Welfare Education Health Other

Per Capita amounts—U.S. Average. $77.20" $2075  $56.45 $22.31 $21.42 $1.77  $1094’
Relative amounts per capita:

United States Ce 100 100 100 100 100 100 100

Median of 10 highest-effort States 123 145 110 94 122 113 112

Median of next 10 States 111 126 97 73 122 96 98

Median of next 10 States 107 106 106 99 109 141 91

Median of next 10 States . 91 112 91 76 108 136 88

Median of 10 lowest-effort States . 108 117 89 77 95 119 89

1Excluding Federal payments for atomic energy research at the University of California.

The Federal grant structure manifests the following
characteristics: (1) Adjustments for the relative fiscal
resources or relative fiscal effort of the grant-receiver do
not play a major role in the total picture; (2) When fiscal
adjustments are made, they are on the basis of capacity
rather than effort; (3) the measure of capacity is always
personal income. On the other hand, the measure of
capacity developed in this study tries to view fiscal
capacity as the recipient governments see it; that is, in
terms of the revenue sources that they actually utilize.
In the eight years since the Advisory Commission on
Intergovernmental Relations developed this general type
of fiscal capacity measure for State areas, no explicit use
has been made of the “representative tax system” by the
Federal Government. Across the border, however, the
Canadian Parliament has adapted this method for use as
the basis of a major Federal-Provincial revenue
equalization program.

The Canadian Experience’

Canada has enacted a very sizeable grant program
which distributes funds to the Provinces on the basis of
relative fiscal capacity. Its definition of capacity comes
very close to the average financing approach used in this
study.

Sizeable differences separate Canada’s intergovern-
mental fiscal structure from that of the United
States—including size, history, economic base, number
of Provinces, division of governmental responsibilities,
public needs and the whole framework of grants that
have accumulated in each country over time. But, the
similarities would seem to be even more impressive—

"This section draws heavily on a lucid monograph prepared
by Douglas H. Clark, head of the Public Finance Section of the
Federal-Provincial Relations Division of the Government of
Canada’s Department of Finance, Fiscal Need and Revenue
Equalization Grants, Toronto: Canadian Tax Foundation, 1969.
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especially the determination in both the United States
and Canada to make a federal system work. Canada
enacted its large revenue-sharing program at the same
time that revenue-sharing proposals began to be widely
discussed in the United States.

Canada has been moving in the direction of fiscal
equalization grants to its provinces over a period of some
20 years, especially in the decade since the fourth and
final Tax Rental Agreement of 1957. This historical
development culminated in the “Federal-Provincial
Fiscal Arrangements Act, 1967.”

The revenue equalization grant (to use Mr. Clark’s
term) has a simple objective: to bring the fiscal capacity
of resource-poor provinces up to the national average. As
he explains it:

“The formula, which is applicable for a period of
five years commencing April 1, 1967, provides for
equalizing the yield of all provincial revenues from
own sources up to the national average yield.
Therefore any province which would not, by
imposing the national average rate of taxation to its
own tax base, derive national average per capita
revenues, is entitled to an equalization grant to
make up the deficiency. The formula must be
classified as a pure revenue equalization formula. It
does not attempt to take account of interprovincial
differences in the costs of and needs for public
services but rather, in the absence of satisfactory
data concerning provincial differences in expendi-
ture needs, assumes that these are equal per head of
population.”®

The amount received by each “needy” province
(seven of the ten qualified for equalization in 1968-9) is
equal to the amount determined by population size
minus the amount its actual tax base can raise at a
normal rate. Calculation of Nova Scotia’s share of the

8Clark, op. cit., p. 38.



grant, for example, involves four steps for each revenue
source (e.g., general sales tax):

(1) Determine the per cent of Canada’s population
that lives in Nova Scotia.

(2) Determine what Nova Scotia’s general sales tax
yield would be if it taxed sales at the national average
rate.

(3) Determine how much Nova Scotia would raise
from the sales tax if its share of the nation’s taxable sales
were the same as its share of the nation’s population.

(4) Subtract (2) from (3) to obtain Nova Scotia’s
entitlement from the revenue equalization grant as far as
this one revenue source is concerned.

Sixteen revenue sources are used in the Canadian
“representative tax system,” and this kind of calculation
must be done separately for each. Sometimes a province
will have a larger amount in (2) above than in (3). Only
the provinces that end up with a net amount in step (4)
after adding the 16 calculations together are entitled to
grant funds. Calculation of steps (2) and (3), requiring
the use of Nova Scotia’s general sales tax base may be
difficult; it may be that Nova Scotia does not even
have a general sales tax. Or, if it does have one, perhaps
it exempts fish and fertilizer from the sales tax. The
handling of such matters, in the context of the United
States, is explained in Chapter 5 of this report.

One other feature of the above calculation deserves
mention. Population is the yardstick to determine what

Nova Scotia’s appropriate portion of any tax base’

“should” be. This would seem to come close to saying
that population is the measuring rod or proxy for Nova
Scotia’s need for public revenues. Or, to put it in Mr.
Clark’s words: “In a revenue equalization formula, it is
assumed that expenditure needs per capita are identical
in all provinces; the distribution of total implicit
expenditure need is, therefore, based upon the
distribution of total population.”® The important and
necessary task of measuring service need is not part of
the scope of the present study. Yet, presentation of
fiscal capacity measures in per capita terms could be
construed as implying that revenue needs per person are
the same everywhere. In fact, per capita figures not only
carry an implication that needs are tied directly to
population, but also an implication that prices and
public costs are everywhere the same. Even in the
absence of precise measurement, it is commonly

°Ibid, p- 27. Halics are in the original.
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recognized that the costs of public services are not
identical in all parts of the Nation, nor in all parts of the
same State. For this reason, repeated warning flags have
been raised about the use and interpretation of per
capita figures. Appendix E illustrates the effects, for
State areas, of adjusting for cost differences.

Under the Canadian law, fiscal capacity is measured
in terms of a “representative revenue system” that takes
account separately of 16 types of sources. The approach
of the system is very similar to what was developed for
the United States with respect to State-local tax capacity
in the 1962 ACIR study. The Canadian measures, like
those in the present study, go beyond tax revenue to
take account also of the revenue potential of various
nontax sources.' ° However, the Canadian calculation of
capacity does not include the actual or potential
revenues of local governments; estimates are made for
provincial governments only. Since the revenue equaliza-
tion grant is based solely on relative fiscal capacity, it is
able to disregard inter-provincial differences in the
distribution of functional and financial responsibilities
between the provinces and their localities.

This has relevance for the United States. State
government finances or combined State-local finances
telate to co-ordinate governments. That is, they can
properly be viewed as jurisdictions having comparable
powers and rights. However, when the focus shifts to
local areas, the solid anchor of co-ordinate governments
is lost. Even within the same State, all local jurisdictions
are not co-ordinate in this sense. When interstate
comparisons are attempted, the difficulty expands
geometrically. The present study handles the problem in
two ways: By providing combined State and local
measures for local areas and adjusting local capacity
measures to fit each State’s relative emphasis on
different revenue sources.

Appendix E offers an illustration of how the
Canadian revenue equalization grant program would
apply to the United States. The illustration is in terms of
State government capacity and in terms of State plus
local government capacity. Appendix E also includes, in
the context of revenue equalization grants, a discussion
of adjustments for interstate differences in the cost of
providing public services.

!0Nontax sources as treated by the Dominion Bureau of
Statistics in compiling data on Provincial government finances, a
framework that differs in some respects from the U.S. Census
classification system reflected in the present study.



Chapter 4

FEDERAL USES OF FISCAL MEASURES

A sound basis for comparisons of the capacity and
effort of various areas and governmental bodies to
finance public services is a major objective of this study.
Provision of fiscal measures that possess nationwide
comparability presupposes an expectation that they will
be used by the Federal Government.

It is helpful to know how Milwaukee County relates
in financial matters to other Wisconsin counties. From a
national viewpoint, however, it is more helpful to know
how the fiscal dimensions of Milwaukee County
compare with those of other Great Lakes counties that
contain large cities: Cook County (Chicago), Wayne
County (Detroit), Cuyahoga County (Cleveland) or Erie
County: (Buffalo). Similarly, there is special merit in
being able to compare the fiscal capacity of the youthful
Houston SMSA with that of the aging Boston SMSA, or
to observe that relative residential property tax effort in
Minnesota is ten times greater than in Louisiana.
Another case of possible usefulness would be in a
Federal grant program for something like higher
education. Fiscal measures could broaden Congressional
perspective beyond that of the professor who remarked,
“New Mexico supports its University very generously,
considering that it is a poor State.” The Professor
probably was thinking of the relatively low per capita
income of New Mexico’s residents (79 per cent of the
U.S. average) when he called New Mexico poor. But,
since he was talking about the State’s ability to raise
money for public education, fiscal capacity would be
more relevant. In this context, New Mexico looks
considerably better (105 per cent of the U.S. average).

Types of Applications

Comparative fiscal measures developed through an
average financing approach may have a variety of
potential uses for the Federal Government in Federal-
State fiscal relations and in Federal-local relations;
directly in Federal grant formulas or as informational
background; and in general-purpose grants or in
categorical grants. Capacity and effort measures can be
used simultaneously or separately.
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The provision of fiscal background information to
Congress and to administrators may be the major
contribution of the fiscal measures. For project grants
the number of applications usually considerably exceeds
available Federal funds. Selections must be made. The
administering agency needs some basis for deciding
which applications to honor. Data on fiscal capacity and
effort would be helpful as one of the factors to be
weighed.

Fiscal measures also serve the continuous re-
assessment of responsibilities which a federal system
demands. For example, documentation of wide varia-
tions in local-area fiscal capacity could help to weigh the
suitable Federal role in law enforcement or school
support. The measurable extent of State influence on
local area finances could be used in discussions about
appropriate forms of direct Federal-local financial
relations. The measures could aid reconsideration of the
assumption, implicit in most Federal grants, that all local
areas have equal ability to come up with their matching
share.

It would seem that fiscal measures could find direct
applicability in the distribution of Federal funds through
grant-in-aid programs. The majority of Federal grant
dollars go to the 50 State governments. In addition,
however, the Federal Government is presently trans-
ferring about $2 billion a year directly to local
governments through several scores of grant programs.
Measures developed through an average financing
method could be of service to both Federal-State and
Federaldocal grant arrangements in several ways
initially.

Screening. Either type of measure (capacity or
effort) can be used as a cut-off point for eligibility. This
is equivalent to asking: Of all possible recipients of
Federal aid, which have the strongest fiscal claims? In the
case of fiscal effort, the measures provided would serve
as a floor or threshold; below a certain amount of
relative effort, no area would be eligible to receive funds.
In the case of fiscal capacity, either end of the scale
could be a screening device. Thus, the Federal
Government might eliminate from the list of potential
recipients only the very “rich™ (e.g. by excluding all



areas with relative capacity 115 per cent or more of the
nation’s average) or it might include among the potential
beneficiaries only the very “poor” (e.g. by embracing
only those areas with capacity less than 90 per cent of
the average).

Ratio adjustment. Without any screening process,
the percentage share which the Federal Government
contributes can be varied according to the relative fiscal
characteristics of potential claimants. For example, an
area with a relative capacity that is only 70 per cent of
the national average might receive nine-tenths of the
project cost, while an area with a relative capacity of
120 might receive only one-half of the cost. Of course,
the Federal Government’s share reacts in the opposite
direction if relative effort is taken as the relevant factor.
The higher the area’s relative effort, the higher the
Federal Government’s share of cost.

Combinations. Should there be a desire to
accentuate the role of fiscal capacity in a grant program,
it could be the basis of a screening procedure and also
the basis for adjusting the shared percentage. So also
with fiscal effort. As discussed in more detail later, the
possibility exists of using both these measures in the
same grant formula, but this alternative could lead to
unintended results. It is possible, for example, to use
fiscal effort as a screening tool and then use fiscal
capacity as the instrument for adjusting the sharing
ratio. But the separate objective inherent in each
measure can permit one of the factors to undercut the
effect of the other. Thus, screening on the basis of effort
may exclude from aid some of the ““poorest” local
areas—the very ones which the later injection of the
capacity measure is meant to assist more generously. It
would be a mistake, nonetheless, to say that this
simultaneous use of both is illogical. Conceivably a
determination might be made that any area that won’t
make a reasonable effort to use its own resources
(however meager), is not entitled to grant payments.

Partial measures. It also would be possible to use
estimated relative capacity from a single revenue source
(e.g. taxable property values) as a differentiating factor
in the allocation of grants. Similarly, it would be
possible to use as a grant basis the relative effort
expended on a particular function (e.g. police
protection) or the relative effort in raising revenue from
a particular source (e.g. sales taxes).

Thus, after noting that 85 per cent of locally-raised
funds for education come from the property tax, the
Federal Government might choose to relate its school
aids to property tax capacity. Similarly, a Federal
concern for housing rehabilitation or for home
ownership might find expression in a grant allocation
that is adjusted for the relative effort a local area makes
in exploiting its residential property base. The
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Department of Transportation may be less interested in
a local area’s total revenue effort than it is in the area’s
relative effort on urban mass transit. Thus, in
distributing its funds, the Department might treat an
area that uses four per cent of its overall capacity for
mass transit differently than it treats another area using
one per cent of its capacity for that purpose.

Capacity and Effort: Cousins But Not Twins

The relation of fiscal capacity to fiscal effort should
now be considered. Each of the measures pursues its
own separate objective. There is no logical necessity that
the two would reinforce one another in grant usages. As
a matter of fact, they often lead in opposite directions.

Adjusting grants for variations in fiscal capacity is
an attempt to bring into balance the starting point or the
basis from which State or local areas provide their public
services. A general-purpose grant from the Federal
Government modified for overall fiscal capacity is not
primarily concerned about the national interest in a
particular function nor is it primarily aimed at
stimulating lower levels of government to spend on
public rather than private purposes. It is simply seeking
to give each area a somewhat comparable fiscal starting
point in its attempt to provide public services.

A general purpose grant which is adjusted for fiscal
effort, on the other hand is an attempt to reward those
who express a greater preference for spending on public
goods rather than to balance the relative starting points.
There is no inherent harmony between the two goals. A
grant that is adjusted primarily for fiscal capacity
attempts to aid the low capacity area, whereas one that
is based on relative effort may often be helping the high
capacity area. The reason is that the high capacity area is
in a much better position to show relatively high effort
in terms of the marginal utility of a dollar. Thus, grants
based on effort indexes may well lead to making the rich
richer and the poor poorer. Capacity adjustments would
be expected to have the opposite effect.

That capacity measures and effort measures pull in
opposite directions is not just a theoretical possibility. A
simple test of the per capita amounts of Federal aid
received by each State in 1966-67 showed that would
have happened in more than half the States. The
question was posed whether the State’s aid amount
would be increased or decreased if it were adjusted for
relative capacity and, again, if it were adjusted for
relative effort. In a majority of cases, further adjustment
of Federal aids for fiscal capacity would pull them in
one direction, while adjustment for fiscal effort would
pull them in the opposite direction. The use of either
fiscal measure can be solidly defended, but it would be
incorrect to think of them as leading in all cases to the
same result.



Is there not some way in which these two goals can
be combined so that both fiscal measures can be used in
the same grant? The two measures can be used
simultaneously. However, it is inescapable that the
emphasis given to one goal rather than the other will
sometimes detract from whichever is subordinated.
Shultz and Harriss commented on this:

“Unfortunately, some states, lacking a clear

understanding of the difference between using a

small state fund to encourage local effort and a

large one to equalize local need and capacity, or

restrained by constitutional restrictions and
inertia, have grafted elements of equalization
piecemeal on grants built originally around
small state funds intended to stimulate local
effort. The problem of disentangling and
rationally combining the two objectives has still

to be solved in many, perhaps most, grant

systems.”!

Nonetheless, in the interest of compromise, it is
possible to use one of the measures in a screening
process and the other measure in the actual allocation
formula. For example, it could be determined in advance
that only those local areas which have less than the
United States average capacity are eligible for a grant.
Then, among the eligible local areas, the actual
allocation of dollars could be further adjusted on the
basis of relative fiscal effort. Or, the process could be
done the other way around. In either case, the intended
objectives frequently will be working against one another.

Douglas H. Clark, in his monograph on fiscal need
and revenue equalization in Canada, refers to the logical
priority of capacity-adjusted grants.

Conditional grants are normally introduced by
a central government to induce all provinces or
States—whether of higher or lower per capita
income—to participate in programs in which
there is considered to be a broad national
interest. However, in the absence of a general
system of fiscal need or revenue equalization
grants (capacity-based grants), it will tend to be
difficult to induce the lower income provinces
to participate since they will have the greatest
difficulty in financing their share of the
programs. Seen in this light, the two types of
grants may complement each other with fiscal
need or revenue equalization grants making it
financially practicable for lower income
provinces or States to participate in the
conditional-grants programs.>

! Shultz, William J. and Harriss, C. Lowell, American Public
Finance, 8th ed., Englewood Cliffs, N.J.: Prentice-Hall, Inc.,
1965, p. 430.

2Clark, Op. Cit., p. 10.
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In other words, adjustment for fiscal capacity is a
separate objective to be achieved for its own sake.
Logically, it should be sought independently of national
interest in a certain function and independently of
stimulating more public spending. If, as Mr. Clark
suggests, there also is interest in encouraging govern-
mental spending, then grants based on fiscal effort may
well be added separately. But to confuse the latter with
the objective of equalization is, to some extent, self
defeating.

Adjustment of grants on the basis of effort
factors appears to have as its objective the stimulation of
public spending. The term “effort” injects emotional
overtones into a debate about the desirability of more
public spending. Normally, effort is valued as praise-
worthy and above-average effort deserves extra praise
and reward. Thus, those who are saddened by expansion
of government’s tole find themselves on the defensive
before the discussion begins. The same is true of those
who worry about rewarding extravagance by adjust-
ments based on effort indexes. So, too, with those who
are persuaded that effort factors will only perpetuate
inefficient and outmoded governmental units. This last
worry rests on the plausible premise that extra-high
effort may sometimes reflect an unusual dearth of
revenue sources—a sign that local governments should be
reorganized to make them fiscally viable.

But it should be recalled that grants based on
relative fiscal capacity can also be viewed as a way of
stimulating public spending. Some decision makers may
feel that the high-capacity area is going to provide good
schools without grants, but the low-capacity area will
not. Therefore, to give all the education grants to
low-capacity areas will be stimulative because more total
dollars will be spent on this function than would be
spent if grants were made evenly to all areas.

The decision to use a capacity factor or an effort
factor for adjusting grants will depend on value
judgments. The average financing methodology can
assist, perhaps, by raising a few points for reflection. In
certain situations capacity-adjusted grants may be
preferable. For example, when dealing with the local
situation, measures of fiscal capacity have certain
advantages. Based on national averages, they are not as
intertwined with State activity nor as subject to State
influence as measures of local-area effort. Both in the
taxing powers granted by the State, and in contributions
to State-collected revenues, local effort reflects State
dominance so pervasively that it might be questionable
whether the Federal government is really dealing with
the local area if it adjusts grants on the basis of effort.

On the other hand, capacity-adjusted grants have
hazards of their own. First, since capacity measures are
developed in per capita dollar terms, they reflect



geographic differences in price levels, but such
differences also influence the cost of providing
equivalent public services in various areas. Secondly,
grants giving extra benefits to low-capacity local areas
might tend to encourage and perpetuate undesirable
patterns of local government. The basic problem of local
government financing in many metropolitan areas is the
degree to which the underlying economic unity is split
up into relatively small political jurisdictions. Grants
adjusted for the fiscal capacity of each of these
metropolitan localities (if such data were to be available)
might well tend to rigidify, dignify, and perpetuate the
splintered unity that is the root of the metropolitan
problem. In other words, grants adjusted for relative
fiscal capacity might offer just enough balm to especially
hard-pressed “low capacity” units to keep them from
seeking or accepting a basic realignment of jurisdictional
lines.

Potential Recipients

Federal-State grants. In the process of finding a
measure of local capacity and effort, comparative State
measures were developed. The methodology at the State
level drew heavily upon the previous ACIR study. The
availability of new data, and the initiation of some new
procedures hopefully have made some advances beyond
that earlier work.

Measurement of State-area fiscal capacity by an
average financing approach offers to the Federal grant
system an alternative to personal income. Because the
two measures differ from one another by more than 10
per cent in half the States, it does make a difference
which of the two is chosen. Because relative effort is
defined in terms of capacity, the value of having two
alternatives also applies to grants adjusted for fiscal
effort.

The average-financing method, at the State level,
provides not only another way of looking at overall
capacity and effort, but also, by its nature, puts a wealth
of detail at the disposal of the Federal Government. The
individual components serve to add depth to the overall
measure. Beyond that, however, they offer a wide range
of ways to adjust Federal grants. It would be possible to
concentrate solely on business tax capacity, solely on
nontax capacity, solely on residential property tax
effort, etc. Further, it would be possible to re-weight the
existing components in a Federal-State grant. And, of
course, the State fiscal data could be used for screening
applications, for allocating funds among the States, or in
the matching ratio. Concern about comparative State-
wide fiscal measures has grown as a result of current
interest in revenue sharing.
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Federal-local grants. At present, direct grant
payments from the Federal Government to local
jurisdictions are a small part of the American
intergovernmental structure, but they are growing. It is
this growth—both absolute and relative—that makes an
average-financing measurement of local areas particularly
important. The question of fiscal adjustment is likely to
become prominent only if the Federal-local grants
become significant. Thus far, most direct grants to
localities have had an emergency atmosphere about
them. In that context, the spotlight is on program need.
However, as Federal-local grants become a more normal,
and, perhaps, more sizeable element of the fiscal scene,
adjustment in terms of capacity or effort can be
expected to receive more attention.

If, indeed, the evolution of Federal grants to
localities is close to the stage at which fiscal adjustment
becomes a recognized necessity, the time is opportune.
The Regional Economics Division of the Office of
Business Economics has recently developed personal
income estimates for all the counties of the United
States. The average financing method of measuring
revenue capacity and effort presents in the Appendix
tables of this report an estimate for all SMSA’s and for
the 700 most populous county areas of the Nation and
for many of our largest cities. Most Federal-local grants
end up in the larger areas for which these illustrative
fiscal measures have been developed.

As this is the first time that local-area fiscal data
have been available on a nationally comparable basis,
their initial usefulness at the Federal level is likely to be
mainly for the background information that they
provide. The average financing method of measurement
offers a grasp or feel for the relative fiscal status of
major local areas in every part of the country. A new
framework exists for Federal consideration of the
“urban crisis” or for consideration of the “metropolitan
problem.” Similarly, a new quantitative basis exists for
viewing regional differences, and for examining the wide
spectrum of attitudes about taxing and spending in
different States and different parts of the Country.

The detailed comparative measures presented in
appendix tables G-8 through G-13 also illustrate types of
data that, if regularly available on a reasonably current
basis, might be considered for incorporation directly
into certain Federal-local grant formulas. Such possible
uses, however, would have to be carefully designed to
take account of various problems and limitations. For
example: How to deal with local governments in the
many less populous county areas for which comparative
fiscal measures are less feasible than for those covered in
this study? And, how to utilize comprehensive
metropolitan- and countygrea measures for grant



arrangements that of necessity involve dealing with
particular governmental jurisdictions?

These and other considerations suggest that any
attempt to incorporate capacity or effort-adjustment
factors into direct Federal-local grant arrangements
would need to be made cautiously and selectively.

Availability of nationally comparable sources of
information influenced the cut-off points of the present
study. As discussed in Chapter 6, serious obstacles stand
in the way of efforts to extend such measurement to
subcounty areas or individual local governments.
Another consideration is the worry about artificially
prolonging the life of small jurisdictions that are,
perhaps, not fiscally justifiable. In the context of
Federal-local grants, this consideration could be
important. Grants-in-aid of any kind run this risk. When,
however, aids are adjusted for fiscal capacity, the risk
increases, for, with such an adjustment, the most
financially desperate of the small localities would receive
relatively larger payments. In addition, any extension of
the average-financing method to less populous units
exaggerates the problems of price level differences and
of metropolitan balkanization. In recent years, Congress
has demonstrated awareness of the economic unity that
binds metropolitan areas together. Heavy commuting
exaggerates the metropolitan problem in general, but it
plays particular havoc with attempts to measure the
capacity of each little governmental unit.

What is to be said about area fiscal measures in
comparison with fiscal measures for individual local
jurisdictions? Is the geographical-area approach an
advantage or disadvantage as far as Federal-local grants
are concerned? Some of each. Since there does not
appear to be much merit in measuring small areas, the
question of pros and cons narrows down to providing
estimates for county and big city areas or for county and
big city governments. (In the case of SMSA measures,
the dichotomy does not arise, since such governments do
not exist).

First, the disadvantages of local area measurement:
People are accustomed to thinking in terms of individual
units of local government and Washington is accustomed
to allocating grants to individual units of local
governiment. This is the way things are. Therefore, to use
fiscal measures for geographical areas would be to
disrupt existing institutions. Further, since some of our
biggest cities show signs of being ungovernable because
of sheer size, does it make sense to think and deal in
terms of large local areas? Finally, it is precisely among
the sub-county governments that the greatest fiscal
variations are to be expected; should these more
dramatic variations be submerged in countywide or
SMSA-wide area measures?
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It can be persuasively argued, on the other hand,
that the larger geographical area is the appropriate object
of fiscal measurement. By thinking and acting in area
terms, the Federal Government would disregard (and
perhaps help eliminate) the patchwork of overlapping
governments. Just as the individual homeowner or plant
manager is concerned with his total property tax load
rather than how many overlying jurisdictions divide up
his tax payment, so a grant distributor should be
concerned with the totality of local capacity rather than
the myriad combinations of jurisdictions tapping it.
Secondly, the area approach tears aside the multi-govern-
mental veil in metropolitan areas and lays bare the
single, unified economic base from which public
revenues are drawn. In this metropolitan context, even
the oft-discussed fiscal disparities between large cities
and their satellites are best measured in area terms. For
example, to leave educational finances out of this
discussion would provide a truncated view; yet, the
relevant fiscal measures for education apply to an
overlay of separate governments (school districts) that
are generally not coterminous with units of general
government. The multiplicity and overlapping local
governments within a county or SMSA have been
criticized so persistently on grounds of logic and equity
and good government that a fiscal measure which treats
them as a unit could be looked on as a step in the right
direction.

Finally, in urbanized counties and SMSA’s, for all
the cries of panic and crisis, public functions are usually
performed in reasonably acceptable fashion. Local
finances, not service breakdowns, are the ulcer. For
Federal grants to deal individually in an equalizing
manner with each of the thousands of local governments
is so out of the question that an area treatment, with its
implicit coordination of intra-area finances, appears to
be preferable, Naturally, everything that has been said of
Federal-local fiscal relations would not be equally
applicable to State-local relations.

Federal-State-local grants. Both the State area fiscal
measures and the local area measures can be of service
for Federal aids destined for local areas after passing
through the State government. The capacity and effort
data stand ready whether the device be a direct
pass-through, or a discreet two-stage process, or a
revenue sharing “two pot” arrangement, or a flow of
funds conditioned upon a proportionate “buy in” by the
State government. Should the Federal Government
mandate that such local payments be adjusted for fiscal
capacity or relative effort, the average financing method
offers information about local areas that include a
majority of the Nation’s population. For the county
arcas not covered here, the States might serve as
distribution agents in Federal-State-local grants. The



State could appropriately be viewed as standing in loco
parentis for the more thinly-populated, rural counties.

If, however, there were a Federal determination to
give the grants to sub-county local jurisdictions rather
than local areas, any kind of capacity adjustment or
relative effort adjustment seems to be impossible for the
foreseeable future. In this connection, it should be
recalled that use of an income measure does not escape
the area vs. jurisdiction question. Whether capacity (and,
therefore, relative effort) be measured for an individual
jurisdiction by an average financing method or by
personal income, the capacity in either case is going to
be “tapped” by all overlapping layers of government.
Therefore, the net result in both instances is a capacity
measure for the geographic area encompassed within the
jurisdictional borders.

General-Purpose Grants

To date, general-purpose grants have not figured
prominently in the Federal system. It may be that the
recent interest in revenue sharing will initiate a new
direction.

General-purpose grants and fiscal measures have a
particular affinity for one another. This does not mean
that fiscal adjustments are incompatible with categorical
grants. But, the specific objective sought by fiscal
adjustments stands out more clearly in general-purpose
grants. This is most readily seen in the case of
adjustments for capacity. The specific need that such
grants seek to meet is the relative inability of an area to
raise public funds. This is a need in its own right,
independent of housing needs or highway needs. Thus, it
is possible to think of a separate grant to deal with this
particular need. It is in this sense that fiscal adjustment
finds itself so much at home in general or unconditional
grants.

It is possible to think of general-purpose grants that
make allowances for capacity as an equalizing umbrella
over the scores of categorical grants that are aimed at
definite functional needs. Or, it is possible to think of
such general-purpose grants as a foundation that enables
lower levels of government to provide matching shares of
categorical grants. It will be recalled that Mr. Clark
spoke of revenue equalization grants in this second way
when he said “...the two types of grants may
complement each other with fiscal need or revenue
equalization grants making it financially practicable for
lower income provinces or States to participate in the
conditional-grant programs.”® Of particular interest in
the Canadian revenue equalization grants is not only the
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fact that they are general-purpose grants, but also the
fact that the method used to determine the relative fiscal
capacity of the Provinces is closely akin to the
average-financing approach. An illustration of how
Canada’s program might be applied in the United States
appears in Appendix E.

What has already been accomplished in Canada has
been proposed on this side of the border—not by
academicians alone, but by the National Administration
and in more than 100 bills introduced in the United
States Congress. Most people date modern American
interest in Federal general-purpose grants from a
proposal by Walter Heller and Joseph Pechman in the
early 1960’s. They suggested distribution of a share of
the Federal individual income tax to the 50 States—no
strings attached.

This simple suggestion has since undergone many
modifications. Both in its original form and in most of
the modified versions, the proposal would find that the
average financing method provides a new range of
alternatives for sharing Federal funds. If fiscal capacity is
thought to be relevant, the data in Appendix G offer
substitutes for personal income as a capacity indicator.
If a measure of tax capacity is desired, it is available. If
revenue capacity is preferred, that is available. If fiscal
effort is to be a factor in the distribution, both tax
effort and revenue effort ratios are to be found in
Appendix Table G-4. Finally, the capacity data and the
effort data are presented in two ways, either of which
might be of use for Federal-State revenue sharing; for
State governments (after the Canadian pattern) and for
State areas (the latter including finances of all local
subdivisions).

At the present stage of the debate over general-pur-
pose grants (revenue sharing), there is a strong
inclination to include in the program a mandatory
pass-through provision—an insistence that some of the
dollars be re-distributed as general-purpose grants to
local units of government. This changes the whole
mechanism into a Federal-State-local grant program. The
new dimension does not affect the earlier remarks about
possible ways of sharing the funds among the 50 States.
It simply raises anew the question of an allocation
formula—this time for the local government portion.
Most existing revenue sharing bills are as specific about
the manner in which the funds are to be distributed at
the second stage as they are about the first stage sharing.

One way to evaluate the potential usefulness of
average-financing measures in the Federal-State-local
pattern is to examine two major revenue sharing bills
pending in the 90th Congress. “The Intergovernmental
Revenue Act of 1969~ provides for grants to each State
on the basis of the State’s population, adjusted for its
tax effort. Effort is defined as total State-local tax



collections divided by total personal income. Many of
the proposed revenue sharing bills follow this pattern of
adjusting the State payments on the basis of effort
rather than capacity. The same tendency appears in the
formulas for the pass-through shares going to local
governments.

This might be thought of as unfortunate. For
example, Walter Heller, who launched the idea and had
such a large hand in its general acceptance, looked on
equalization as a major justification for revenue
sharing.* At the time, he was talking about a simple per
capita basis of sharing with the States. In such an
arrangement, equalization occurs because the number of
dollars coming back to poor States would be larger
relative to the amount of money they originally
contributed to Federal income taxes {the source of the
shared funds). Adjustment of State shares on the basis of
fiscal capacity would be in harmony with this objective.
It was capacity adjustments that Dr. Heller had in mind
when he spoke of the equalizing effect of per capita
distribution as “...an effect that could readily be
magnified by simple adjustments in the sharing
formula.”® Adjustments in terms of effort, however, do
not deliberately seek this goal of equalization.

The kind of fiscal factor used in the formula also
has important implications for the second stage
sharing—distribution to local governments. In the
proposed “Intergovernmental Revenue Act of 1969,
the local governments in question are cities and counties
with a population of 50,000 or more. The basis of
distribution is the amount of each local jurisdiction’s
taxes as a percentage of total State-local taxes. Such a
factor contains no reference to fiscal capacity and
consequently no reference to relative effort as defined in
this report. If, however, a decision were made that an
average financing definition of relative capacity or of
relative effort would be an appropriate factor, measures
such as those presented in this study might be employed.
The fact that the proposed legislation restricts itself to
local governments with populations over 50,000 would
seem to fit these data especially well, since they, too, are
limited to larger local areas.

A decision to use relative capacity or relative effort
as the distribution factors would involve still another
kind of change. The average-financing method offers
fiscal estimates for local areas, not for separate local
jurisdictions. The proposed revenue sharing legislation
would share Federal funds with county and city
governments. An average financing approach provides
measures, not for county governments, but for county

walter W. Heller, New Dimension of Political Economy,
Cambridge: Harvard University Press, 1966, p. 154.
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areas that embrace the finances of the county
government along with the finances of all the cities,
villages, towns, school districts and special districts
within the county boundaries. As suggested earlier, there
is something to be said for both ways of dealing with
sub-State public finances.

If a decision were made to switch to the use of area
measures, the problem of sharing funds among separate
local governments would not seem insurmountable. For
example, distribution among the jurisdictions within a
county might be done on the basis of property tax
revenue or on the basis of total revenue. Or, after the
distribution were once made on the basis of area
finances, it would be possible to permit the county
government itself to keep the funds—with or without the
assumption of new functional responsibilities.

Another major revenue sharing proposal introduced
in Congress in 1969 is the “Revenue Sharing Act of
1969.” For distribution to each State, the effort formula
of the second bill comes closer to the average financing
approach. That is, although the denominator of the
effort formula remains personal income, the numerator
is total general revenue raised by the State and its
subdivisions. Thus, it includes potential public funds
from nontax sources. The pass-through to local
governments is similar to the formula in the earlier bill,
with the word “revenues” substituted for the word
“taxes.” However, there is one important change of
focus. Instead of dealing only with larger subdivisions,
the second bill mandates a redistribution to all
general-purpose local governments, defined as each
municipality, county, and township. Nationally, this
group adds up to some 38,000 units. Inclusion of so
many units of local government would seem to preclude
any adjustment of the passed-through grants in terms of
capacity or relative effort. Comparable measures of local
capacity (whether in terms of personal income or in
terms of revenue potential) will not exist for these many
thousands of jurisdictions in the foreseeable future.

If the Federal Government decides on a two-stage
process, different kinds of adjustment can be made at
each step. This is even more appropriate for a revenue
sharing arrangement that divides the Federal grant pie
into distinct slices—one for the States and one for local
governments. It is conceivable that Congress might
stipulate the method of distribution to large counties
and permit the State to stipulate the method for smaller
counties. This would be consistent with the State’s
prime responsibility for border adjustments and for local
governmental structure.

In this instance, as in so many others, the very
presence of a new data tool is likely to give rise to uses
not contemplated in advance.



Functional Grants

Both Federal-State and Federal-local fiscal relations
in the United States consist of many separate functional
grant programs. It is particularly important, therefore, to
explore the usefulness of an average financing method in
this existing kind of intergovernmental system. The
applicability of fiscal data to functional grants appears
to be of two general types: Average financing measures
can be cranked directly into grant distribution formulas;
and they provide useful informational background.

Fiscal measures in distribution formulas. Some
degree of adjusting for fiscal capacity already exists in a
number of Federal-State functional grants, as noted in
Chapter 3. The function most subject to equalizing
grants is public welfare. The total amount of actual
differentiation on the basis of fiscal capacity (measured
by income) in Federal-State grants is not great. Whether
concern centers on capacity or effort, the average
financing method provides a wide array of ready-to-use
data. They can be integrated into grant formulas of
existing functional programs or they can be fiscal factors
in totally new ones. The State measures are more refined
and complete than those for local areas. It is in the field
of Federal-State fiscal relations, therefore, that an
average financing method can be expected to make its
most direct and immediate formula contribution.

In Federal grants going to local governments, there
has been almost no use of capacity or effort allocators in
the actual formulas. The non-availability of local fiscal
data may go far to explain this. Average-financing
measures partially fill that vacuum.

The most obvious grant formula usage would be to
build a local capacity or effort factor specifically
into an existing functional program. Urban mass transit
would be a potential candidate. Transit is primarily a
problem of large urban areas. The fact that the average
financing data are given for geographic areas rather than
for governmental units is not a serious difficulty in this
instance, because the refusal of commuting and of urban
transit to “behave” by staying inside municipal borders
makes it an area-wide function rather than a municipal
one. This is also a reason why transit is increasingly
being turned over to an authority that can disregard
small-area boundaries. The trend toward transit authori-
ties and special districts has another advantage. It
provides a specific recipient to which grants can be made
(and to which, in many cases, they are now being made).

In some cases, the county area data may be most
useful for the allocation. of transit funds, inasmuch as
the central county in 1966 contained more than 80 per
cent of the metropolitan population in more than
three-fourths of the SMSA’s. In other cases, the SMSA
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data would be more appropriate, for less than half of the
30 really big metropolitan areas (where mass transit is
most crucial) have 80 per cent of the area population
living in the central county. In either instance, the fiscal
capacity or the fiscal effort measures could be worked
into the allocation formula.

. Secondly, it may be decided to grant funds to
metropolitan or to county areas on the basis of the
relative effort made for some particular service (for
example, sanitation). With expenditure data for
sanitation as the numerator, the overall fiscal capacity
measure in Appendix tables G-8 and G-11 could serve as
the denominator of a fraction that might be called a
“Sanitation Effort Index.” It could be inserted into the
allocation formula. In such a formula, the area data
might be preferable to figures for individual jurisdic-
tions. Just as overall fiscal effort for the SMSA or
county area is a sum of the revenue raised by all the local
governments in the area, so it is consistent to aggregate
the spending on a single service by all the local units in
the area to have an area effort figure for something like
sanitation. As an illustration of the concept, measures of
relative functional effort for a few specific services are
provided in Appendix F for State areas. The procedure
lends itself to ready extension to local finances.

Thirdly, grants for education might offer a formula
application of the average financing method in
Federal-local relations. For example, it is possible that
the Federal government might offer a block grant to
county areas for this function. That is, without
demanding any matching funds, Congress might
distribute payments to local areas with the stipulation
that the money be applied to education in whatever way
the local people judge best. Measures of local fiscal
capacity or effort could be helpful allocation factors in
formulas for this kind of block grant—whether the area
be an SMSA or a county. The local area vs. local
government problem is not a serious barrier. For one
thing, there is agitation afoot for transferring the
financing (though not necessarily the administration) of
schools up to a broader unit like the county. Even in the
absence of such a development, the grant funds could be
re-distributed to the school districts within the county in
any number of ways. The fact that the county area is
completely covered by school districts simplifies the
sharing. It is clear that this type of block grant is a
halfway house between general purpose grants and
conditional grants. In any of the foregoing alternatives,
the data provided could be used directly in a formula.
The State might serve as distribution agent for that
minority of the Nation’s school children who are not
included in the major local areas covered in this study.

Functional need. Average-financing capacity mea-
sures can be thought of as providing an estimate of



relative fiscal need. The local area with access to
disproportionately large amounts of potential revenue
has less fiscal need than an area with access to smaller
amounts. No attempt has been made, however, to
measure service or functional need. No attempt was
made to answer the question: Capacity for what?

Until usable need estimates are available, the
implicit assumption in using fiscal capacity measures in
grant programs is that service needs per person are the
same in all areas, or—to express it another way--that
need is perfectly correlated with population.

If comprehensive measures of public service needs
are developed in the future, they might profitably be
combined with estimated capacity figures such as those
presented in this study. For example, suppose that the
national average State-local capacity per person is $400,
matched by a similar average per capita cost of service
needs subject to State-local financing. Then, if County A
has $300 per capita capacity and service needs equal to
85 percent of the national average, the financing gap is
(.85 x $400) minus $300, or $40 per person, rather than
the $100 per person ($400 minus $300) that would
appear without taking service-need differences into
account.

There is usually less concern about measuring total
need than about measuring welfare need, or school need,
or sanitation need or public housing need. Here, too, it
would be useful to combine such estimates with the
capacity data in this report to obtain a fiscal-functional
measure of relative needs. For example, County A has a
per capita sanitation need of $50 and a total per capita
capacity of $500. County B has comparable figures of
$20 and $400. County A, with its 10 per cent ratio of
need to capacity, would then presumably be more
eligible for a Federal sanitation grant than County B,
with its 5 per cent ratio.

Non-formula uses. But even apart from direct
injection into the distribution formula of a functional
grant, it appears that average-financing data can be of
considerable usefulness to functional grant programs.
This is true of comparative Statewide measures. It may
be even more so of the local measures. Local
information is now available for the first time. Secondly,
fiscal variation is greater at the local level than at the
State level. Thirdly, the Congressman and the agency
administrator each beholds a bewildering complexity as
he looks out from Washington at American local
governments. Obviously, he can’t do all the things that
“need” to be done. There isn’t near enough Federal
money to go around. Should he just wait for the line to
form and give out the funds while they last and then
turn away the rest? Should he ration the funds? If so, on
what basis? Perhaps he might negotiate with the
competing local applicants. But, again, on what basis?
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One of the non-formula ways in which capacity and
effort estimates can help Federal functional grant
programs is by screening the aid applicants. For this
purpose, less precision is needed than would be
demanded if the fiscal measures were to become part of
an allocation formula. Average-financing results can be
used to group local areas into broad categories.

But, even beyond formula uses and screening uses,
the fiscai data provide perspective to Federal decision
makers. In this context, there is value in concentrating
on large areas. National perspective would not be
sharpened if the decision maker became buried in the
fiscal profiles of 80,000 local governments; hence, the
focus here on relatively populous areas is not too severe
a disadvantage. Similarly, a clear national perspective
becomes possible only if the confusing tangle of
overlapping governments is cut away; hence, the value of
dealing with areas. There is an analogy with the
perspective sought by credit rating houses as they
analyze the borrowing capacity of municipalities. They
have to know the amount of outstanding debt that is
owed by all layers of local government that overlap the
municipality being examined. Since the same piece of
real estate undergirds the indebtedness of its city, its
school district, its county, and its special districts, this
viewpoint is eminently sensible. It is the same kind of
perspective that a Federal policy maker would find
worthwhile.

Kinds of Local Fiscal Measures
Useful to the Federal Government

Should local fiscal measures include the local share
of State Government finances? The question is a basic
one, for it influences the entire approach to measuring
local capacity and effort. There are sound reasons both
for and against inclusion of State government finances.

The case for including State government finances in
local area measures of capacity and effort is an
impressive one. The argument is made that State and
local finances are so tightly intertwined that any attempt
to separate them will distort them. First, a single way of
separating finances applied across the country cannot
reflect the 50 different ways in which public
responsibilities are shared between State governments
and their local subdivisions. Second, the same revenue
sources are tapped by both levels of government. Third,
local effort measures are strongly influenced by what
each State government does itself, by what it permits its
local units to do to raise revenue, and on how it compels
them to spend the revenue raised. Fourth, local capacity
measures are supposed to indicate what local areas “can”
do; what does this mean if the State withholds the
authority to do so?



On the other hand, there are advantages to viewing
local area financing without adding in State government
figures. First, serious data problems exist. In the absence
of available source materials on State capacity and State
collections within local areas, indirect proxies have to be
used for the majority of State revenues. Second, the
detailed and laborious effort to develop sound property
estimates (the major local revenue source) would be
diluted by submerging this component in estimates of
State sales tax capacity and State income tax capacity.
Third, differing divisions of functional and financial
responsibilities between State and local governments
would not affect Federal programs that are adjusted for
local capacity; these divisions affect fiscal need and fiscal
effort, but not fiscal capacity. Fourth, why would the
Federal government want to know how much ability a
particular county has to contribute to State revenues?
Presumably, a Federal interest in local fiscal measures is
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based on ability to provide local services, not State
services. Fifth, if the case for the inseparable unity of
State and local finances is pushed far enough, it seems to
be saying that the Federal Government should not have
any direct financial dealings with any jurisdiction or area
below the State level, and that the Federal Government,
therefore, will find little use for this or for any attempt
to develop local fiscal measures.

It should now be clear that there is real (but
different) value in each form of calculation. Therefore,
both forms are presented in Appendix G. Furthermore,
because of the great importance in any effort measure of
differing assignments of responsibility between States
and their subdivisions, some of the comparative data in
these appendix tables have been adjusted to reflect the
preferences that each State displays for various revenue
sources.



Chapter 5

METHODS USED TO MEASURE
REVENUE CAPACITY AND EFFORT

Throughout this study, the terms “representative
financing” and “average financing” have been used to
suggest the flavor of the particular approach that has
been adopted. The terms reflect a firm resolve to come
as close as possible to existing governmental practices in
defining fiscal capacity and effort. Actual financing is
necessarily measured in terms of current practices. To
estimate fiscal capacily in a way that mirrors current use
throughout the Nation of various financing sources—that
is the real challenge.

Own-source revenue of State and local governments,
as defined for this study, totaled $77.6 billion in fiscal
1966-67, and was made up as follows:

Amount (in  Per
millions) cent
Total . . ............... $77,605 100.0
Taxes .................... 61,321 79.0
Current charges for general-
government services . .. ...... 10,482 13.5
Interest earnings on general
government fund holdings. . . . . 1,713 2.2
Miscellaneous general revenue . . . . 2,633 3.4
Current surpluses of publicly
operated local utilities .. ... .. 1,457 1.9

Chapter 1 indicated in a general way how estimates of
revenue capacity have been developed, in terms of these
various kinds of sources, for individual States and
selected local areas. Following is a more detailed
description of the capacity-estimating procedure, and of
steps taken to develop related measures of revenue
effort.

Defining and Measuring Tax Capacity

Several steps are involved in estimating the relative
tax capacity of particular areas. The methodology is
based on the 1962 ACIR study dealing with State-area
fiscal capacity and effort, which, especially in Chapter 3,
covers in some detail the issues, problems, and compro-
mises involved in estimating tax bases.
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Estimation procedure. The process of estimating tax

capacity of particular areas involves the following steps:

1. Determine the inclusiveness of the term “taxes”

and determine which tax classes should be
handled separately.

2. Review current State and local practices with
regard to each type of tax, to ascertain its
predominant or “representative” form.

3. Locate tax-base data for each tax or, in the
absence of such data, assemble quantitative
information about some measure that could
reasonably be taken to represent the actual base.

4. Obtain an average “rate” for each tax by dividing
its nationwide yield by the nationwide base or its
PIOXY.

5. Calculate the capacity (potential yield) of each
tax class for particular areas (States, SMSA’s, and
counties) by applying the average rate to the
base measure for such areas.

6. Add capacity figures thus developed for particu-
lar taxes in each area to arrive at the area’s total
tax capacity.

Coverage and classification of taxes. As in the earlier
ACIR study, the concept of taxes is the same as that
reflected in Census Bureau reports on governmental
finances, except that it also includes the excess of
receipts over expenditures of liquor stores operated by
certain States and local governments. Entirely excluded
from measurement in this study are State unemploy-
ment compensation ‘“‘taxes,” which are an element of
insurance trust financing, entirely separate from the
support of ordinary State and local government services.
Classification of taxes here closely parallels the one
applied in the earlier ACIR study of tax capacity and
effort, except that State-imposed and locally-imposed
taxes are treated separately, in order to distinguish
between these elements of tax effort in various areas.
Aside from the grouping of some relatively minor
components, as detailed in Appendix B, there are only
two departures from the Census Bureau’s tax classifica-
tions: liquor store surpluses were added to “alcoholic



beverage sales taxes”, as mentioned above; and the
Census concept of “property taxes” was narrowed to
reflect the representative form of such taxation by
excluding the yield of value-based taxes upon motor
vehicles (shifted to “motor vehicle taxes”) and upon
intangible personal property (shifted to “miscellaneous
taxes™).

Determining the representative form of each tax. In
order to estimate the potential yield of a particular kind
of tax in various areas, it is obviously necessary to settle
on a definition of the tax that can be assumed for each
such area. As in the earlier ACIR study, an effort has
been made here to define each tax class by considering
the nature and coverage of each kind as it is most
commonly used. ‘“Most commoniy” meaus the form of
the tax as found in States having half or more of the
Nation’s population, or at least (as in the case of
severance taxes), in States that account for half or more
of the nationwide tax base involved.

Determining appropriate tax base measures. This is,
perhaps, the most difficult part of the entire process.
For some tax classes, meaningful base measures can be
derived from Federal Government sources that supply
figures not only nationally and by States but in
sufficient detail also for metropolitan areas and counties.
In instances of this kind, it has been possible to estimate
potential tax yields simply by reference to such base
measures, as obtained for local areas as well as entire
States. For some tax components, however, no standard
nationwide source supplies the kind of information
needed to arrive directly at tax base amounts for local
areas. In most such instances, it is nonetheless possible
to find or develop a relatively good base measure for
entire States. Therefore a two-stage procedure has been
followed—first, calculating a State-wide base from avail-
able State-by-State figures, and then estimating allocable
shares of the Statewide base for particular counties or
metropolitan areas by reference to some other measure
that can serve as a reasonable stand-in or proxy for the
elusive tax-base figures. For some few tax classes a proxy
measure has even been used to estimate the State-by-
State distribution of the nationwide potential tax base.

How does one decide on the best stand-in or proxy
when actual or close-fit base amounts are not available?
Sometimes the selection can be based on specific testing,
and this has been done in determining some of the
within-State proxy measures used. Having a State-by-
State distribution of potential base for a particular tax
that was quite closely measured (for example, liquor
consumption), and two or more possible allocators to
estimate local shares of the base (for example, popula-
tion and personal income), a choice could be made by
finding out which of the latter kinds of data showed the
more consistent relation to the State-by-State distribu-
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tion of the tax base. More commonly, however, the
choice of proxy measures has been based on collective
staff judgment, backed by reference to available data
sources and limited illustrative testing.

Applying average “tax rates.” The quotation marks
are important as a cautionary measure. The national
average rate is actually a fax rate when tax revenue is
being divided by a measure that is really the tax base. It
is not really a tax rate, however, when the amount used
for this calculation is some measure used as a proxy for
the base; in this case, it is simply a ratio between the
nationwide tax yield and the base indicator. Although a
national average “‘rate” was calculated and used here in
dealing with every kind of tax, this step could just as
easily have been replaced by another. In those cases
where a single kind of base measure was used for both
State- and local-area allocation, the same result would
liave been achieved by taking each area’s percentage of
the total base measure and multiplying it by the national
amount of revenue collected from that source. Where a
two-stage process applied (using different State- and
local-area allocators), the calculations could also have
been carried out from percentages, rather than by using
average rates. It may also be noted that in several
instances (for example, personal income taxes, severance
taxes, and motor vehicle taxes) State-area capacity
measures were built up from rates applied to various
portions of the total base, rather than by applying only a
single average rate to a comprehensive measure of the
tax base.

This procedure for estimating tax capacity is “‘repre-
sentative” in two distinct senses. The initial choice of
taxes to be examined individually is based on actual tax
amounts raised, as recorded by the Bureau of the
Census. Second, the selection or development of each
tax base measure takes account of predominant State
and local government practices as to the coverage and
nature of the particular tax. In spite of the effort to
make the capacity measure for each tax as representative
of present usage as possible, some may still complain
that this isn’t “average” enough. For example, they may
be bothered by the fact that certain taxes are levied in
some areas but not elsewhere. This is indeed bother-
some, but the problem does not seem crucial. Over
three-fourths of all State-local tax revenue comes from
tax forms that are found in every State; less than 10
percent, from taxes used in fewer than half the States.

An examination of the allocators and proxies used
in this study may raise the question of whether there is
excessive straining for closeness to the base, and an
excessive straining for subclassification and detail. The
straining has been deliberate. In some instances it
seemed likely that more summary grouping of taxes
might generally yield quite similar results. Also, it was



sometimes known that a much simpler proxy was
available—simpler both in the sense of easier to use and
in the sense of easier to explain. These alternatives
might, perhaps, be “just as good” in eight out of ten
cases, maybe even nine out of ten cases. However, one
major purpose of this entire examination is to find out
whether simpler approaches to the measurement of fiscal
capacity may be “just as good” in eight cases or in nine
cases out of ten. The emphasis on detail will help smoke
out the odd situations in order to find out how
numerous they are and how odd they are. Only with
such knowledge can there be a firm basis for later
dispensing with unnecessary detail.

The subclassification of tax types resulted in 23
categories, of which 14 refer to State-imposed taxes and
the other nine refer to local taxes. These nine include
five kinds of local nonproperty taxes and four property-
tax components (residential realty, farms, business
property, and vacant lots) for which separate estimates
of capacity were developed. While it has been possible
also to estimate the amounts of all local property tax
revenue derived from each of these components in each
entire State, no such source-distribution of actual
property tax revenue has been attempted for individual
local areas. As a result, the property tax “effort” of
particular areas is reported only in summary fashion,
reflecting the relationship between all local property tax
revenue and the sum of the capacity estimated for all
four kinds of taxable property.

Handling particular taxes. The 23 tax classes are
listed below. The listing shows the percentage contribu-
tion of each class to total State and local tax revenue in
1967. Also shown in each instance is the kind of
measure (“allocator”) used to represent the tax base,
and thereby to calculate the potential yield of the
particular kind of tax for various areas. In some
instances, as already noted, a single measure was used as
an allocator at both the State- and local-area levels, but
in many cases it was necessary to employ a two-stage
procedure and use different allocators at these respective
levels.

A further explanation is given below for those
allocators for which a summary designation seems
insufficient. The various statistical allocators employed
generally related to calendar 1966 or 1967. Further
information about certain base measures is provided in
Appendix D, and statistical sources are listed in Ap-
pendix C. )

1. State general sales taxes (14.6 percent of S-L tax
revenue)
State-area allocator: retail sales, with complex
adjustments (see below).
Local-area allocator: retail sales, with limited
adjustments (see below).
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State-area allocator. Sales of retail stores, as re-
ported by the 1967 Census of Business, were the starting
point in calculating the base for this tax source, but
these amounts were considerably modified to arrive at
figures that would reflect for each State the form of
general sales taxes as most commonly imposed. Briefly,
for the State-area allocator, this involved:

Subtracting a percentage allowance (based on
1963 Census of Business data on sales of
various merchandise lines), for retail sales
of food products and of “hay, grain, feed
and farm supplies;”

Adding receipts of hotels and motels, etc.

Deducting estimated allowances for general and
selective sales taxes (which are included in
the Census of Business figures on retail
sales and hotel receipts, where such taxes
apply); and

Adding sales receipts of electric, gas, and
telephone utilities.

Notwithstanding these several steps, the resulting
State-area measure must be recognized as only a fair
facsimile of the base for the “representative” general
sales tax. In its usual form, such a tax (together with
related “use taxes,” imposed by most sales-taxing States)
legally applies not only to sales made by retail establish-
ments but also to other sales or purchases “for use or
consumption and not for resale.” A more precise base
measure, then, would also take account of other final
sales made by wholesalers, manufacturers, or con-
tractors. The earlier ACIR study included an effort in
that direction, by adding to adjusted retail sales the
amount of spending by manufacturing establishments
for new capital plant, as reported by the periodic Census
of Industry. That component is not included in the
present study, on the ground that it overstates manu-
facturers’ taxable purchases (the figures cover not only
materials and equipment but also the labor costs
involved in plant expansion), while providing no reflec-
tion of other taxable purchases flowing through non-
retail channels, for which corresponding statistics are not
available. The inclusion of manufacturers’ capital ex-
penditures as part of the assumed general sales tax base
would alter only slightly the individual-State estimates
made here.

Local-area allocator. Each Statewide base amount,
as thus estimated, was allocated to individual local areas
by a measure representing total sales of retail stores,
minus sales of food stores, plus receipts of hotels and
motels. Local-area data were not available for the other
adjustments applied at the State level, so the resulting
capacity estimates for local areas take no account of
within-State variations in the effect upon the “represen-



tative” general sales tax of its inclusion of utility sales
and its exclusion of sales of various agricultural supplies.

2. State motor fuel taxes (7.9 percent of S-L tax

revenue)

State-area allocator: Highway motor fuel con-
sumption, excluding that for Federal Gov-
ernment vehicles.

Local-area allocator: Service station receipts.

3. State tobacco taxes (2.6 percent of S-L tax revenue)
State-area allocator: Cigarette consumption.
Local-area allocator: Retail sales, adjusted

(same as for general sales taxes).

4. State alcoholic beverage taxes (2.4 percent of S-L

tax revenue)

State-area allocator: Consumption of distilled
spirits.

Local-area allocator: Personal income.

5. State public utility sales taxes (1.0 percent of S-L

tax revenue)

State-area allocator: Receipts of electric, gas,
and telephone utilities.

Local-area allocator: Earnings in transportation,
communications, and electric gas and sani-
tary services.

6. State amusement sales taxes (0.8 percent of S-L tax

revenue)

State-area allocator:
establishments.!

Local-area allocator:
establishments.

7. All other State selective sales taxes (1.8 percent of

S-L tax revenue)

State-area allocator: Personal income minus
Federal individual income tax.

Local-area allocator: Personal income.

State-area allocator. The income measure used for
this component is obviously a proxy that does not
directly refer to the tax base itself. There is a material
range (approaching 2-to-1) in average per capita personal
income in the various States. As regularly calculated and
reported by the Office of Business Economics, these
income figures reflect the deduction of “personal contri-
butions for social insurance.” In allocating the potential
yield of miscellaneous State sales taxes, account is taken
for the impact of the Federal individual income tax. This
adjustment generally tends to narrow the interstate
range, but only slightly. For example, to cite extremes:
as a result of this adjustment, per capita capacity

Earnings in amusement

Receipts of amusement

IReceipts of amusement establishments would probably be
a somewhat better State-area allocator, but such data were not
yet entirely available from the 1967 Census of Business when
State-area estimates were needed for this item. The earnings
figures employed generally yield very similar results.
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estimated for low-income Mississippi moves up from 60
percent to 61.9 percent of the national average, and that
for high-income Connecticut is cut from 124.5 percent
to 121.6 percent. Nevertheless, since the Federal Gov-
ernment’s direct “take” out of personal income other-
wise tappable for public financing does vary from State
to State (from 6.3 to 12.2 percent of all personal income
as reported by the Office of Business Economics for
1966), allowance for this variation has seemed proper.
8. State motor vehicle taxes (4.2 percent of S-L tax
revenue)
State-area allocator:
registrations.
Local-area allocator: Earnings in automobile
repair services.

State-area allocator. Publicly-owned vehicles were
excluded, since they generally are subject to no State
taxation, or require only a nominal registration fee.
Because the amount of State tax per vehicle averages
much more for trucks and buses than for ordinary
automobiles, the base measure for each State was
developed in two parts, one based upon all private motor
vehicle registrations and the other upon the number of
private trucks and buses registered.

Local-area allocator. Because no comprehensive and
comparable figures on motor vehicle registrations existed
for individual metropolitan areas and counties, a proxy
measure was employed—earnings in automobile repair
services. This seems a better indication of the number of
vehicles owned in particular areas than other measures,
such as the sales receipts of service stations or of
automotive dealers, which were available from the
Census of Business. Service station sales can be heavily
influenced by tourist traffic and the mileage of vehicle
use, and automotive sales in any particular county may
include a considerable fraction of sales to out-of-county
residents. As used here and in connection with other tax
base allocators, the term “earnings” refers to payrolls
and other labor income, plus proprietors’ earnings from
non-corporate businesses.

9. State individual income taxes (8.1 percent of S-L
tax revenue)
State-area allocator: Taxable income in seven
income classes.
Local-area allocator: Personal income.

State-area allocator. Nearly all States with an
income tax apply progressive rates. Therefore, it was
necessary to subclassify the base for this kind of tax by
income levels, and apply separate rates to each, in order
to arrive at an appropriate capacity estimate for each
State. Seven classes of ‘“adjusted gross income” were
used, as reported by the Internal Revenue Service in its
1966 Statistics of Income. These AGI classes ranged
from under $1,000 up to $15,000-plus. Legal provisions

Private motor-vehicle



in the States that impose an individual income tax were
reviewed to develop a set of weighted average rates by
AGI class for these States. These rates were then
uniformly adjusted downward so that, if applied to
actual amounts of taxable income in all States (including
those lacking any such tax in 1967), the resulting total
amount would have equalled the actual yield of State
individual income taxes in 1966-67.

Local-area allocator. The Internal Revenue Service
publishes income statistics by income class for some
large metropolitan areas and also for certain groupings of
postal “Zipcode” areas. However, it does not assemble
such data for all the individual counties and metropoli-
tan areas subject to presentation in the present study. It
was necessary, therefore, to shift to another measure for
estimating particular local-area shares of the estimated
Statewide amounts of individual income tax capacity:
the data on “total personal income” now available
annually for local areas from the Office of Business
Economics. There are at least two faults in this use of
such data: Unlike IRS income statistics, the OBE figures
are not subclassified by income levels, so that they
cannot readily be made to reflect the effect of progres-
sion in State income tax laws; and geographically, they
reflect earned income on a “where-earned” basis, rather
than according to the residence of the income-earners.
Although for most entire metropolitan areas and large
counties total income “where earned” is very similar to
total income “where received,” there are some excep-
tions, and the alternative basis of measurement might be
preferable in considering the geographic origin of State
revenue from individual income taxation, and the
potential yield of this kind of tax in various areas.

These two limitations may tend to offset each other
with respect to the central counties of major metro-
politan areas. Such counties are likely to be credited
with more total income than they would show on a
where-received basis, but their relatively high level of
per-person income (at least as compared with rural
counties) is given less weight than it might merit as a
base measure for a progressive State income tax. In any
event, since the same allocator is used to estimate both
the within-State origin of actual income tax revenue and
the location of income tax capacity, inexactness of
allocation tends to cancel out in calculating the revenue
effort of particular areas. This is true also, of course, for
various other types of State taxes, but the point merits
special attention with regard to this rather sizable
revenue component, for which the within-State allocator
used is not the one that might be preferred if other kinds
of local-area income data were available.

10. State death and gift taxes (1.3 percent of S-L tax
revenue)
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State-area allocator: Value of Federally-taxable
estates (see Appendix C).

Local-area allocator: Personal income (where
earned).

11. State corporation taxes (5.6 percent of S-L tax
revenue)

State-area allocator: Wages and salaries in pre-
dominantly corporate kinds of business,
and total retail sales.

Local-area allocator: Private nonfarm wages and
salaries.

State-area allocator. About two-thirds of this com-
ponent concerns State taxes on the net income of
corporations. Most of the rest, as detailed in Appendix
B, involves what the Census Bureau reports as license
taxes on corporations in general. State corporation
income taxes are generally at a flat rate, rather than
involving graduated rates, so that there is no need in this
case to deal with “progression.” However, Internal
Revenue Service figures on corporation income are of
little direct use, since the amounts for companies that do
business in more than a single State are, understandably,
reported according to their headquarters or place of
filing.

Each State that taxes the net income of corpora-
tions tries to determine its taxable share of the total
income of any company doing business in more than a
single State. While practices differ in dealing with
interstate companies, the predominant State practice is
to make a three-part geographic allocation of taxable
corporate income, giving equal weight to corporate
property, payrolls, and sales.

Unfortunately, direct State-by-State measures of
these three elements of corporate activity are not
available. The business property component estimated
for the local property tax base might be used if the
measure were extended to other business firms, not just
corporations. However, those figures include amounts
for non-corporate as well as corporate business, involving
diverse proportions from State to State. Furthermore,
the business sales figures available from such basic
sources as the Census of Business and the Census of
Manufacturers are geographically arranged according to
the location of the establishments involved, rather than
in terms of the destination of shipments, which would
be the appropriate measure for the sales part of a
corporation tax measure,

It seemed necessary, then, to adopt proxy measures
that might reasonably reflect each State’s share of the
total national base for corporate income taxation. For
this purpose, one-third weight was given to total retail
sales receipts, as an approximate reflection of the final
destination of all business sales. [n order to take account
of both corporate payrolls and corporate property



holdings, two-thirds weight was given to payroll amounts
for predominantly corporate types of business—i.e., all
private businesses exclusive of ‘“farms,” ‘“personal
services and private households” and “professional,
social and related services.”

Local-area allocator. For within-State allocation, a
somewhat less tailored measure—private nonfarm wages
and salaries—has been used. The exclusion of pro-
prietors’ earnings (which are included in the allocators
used for certain other kinds of taxes) is, of course,
designed to take account of the fact that this revenue
component relates to corporations rather than to all
forms of business operation. In considering the indirect
nature of this proxy for corporation income taxes, the
point mentioned above regarding individual income
taxes should also be noted—that the same within-State
allocator is used to estimate each area’s share of both
actual and potential yields from the State tax involved,
so that allocation errors tend to be offsetting in the
calculation of relative local-area revenue effort.

12. State severance taxes (0.9 percent of S-L taxes)

State-area allocator: Value of mining produc-
tion, petroleum and other.

Local-area allocator: Earnings in mining.

State-area allocator. This type of tax, generally
measured by the value of particular kinds of minerals
extracted or produced, is used by about half the States
and is a major revenue source in only a few. To estimate
capacity, petroleum and natural gas, which accounted
for more than nine-tenths of all State severance tax
collections, were handled separately from other min-
erals. By relating nationwide yields from State taxes on
these two components to their respective production-
value totals, separate average rates were obtained, which
were applied to value amounts for each State and added
to obtain capacity or potential-yield estimates.

13. State property taxes (0.8 percent of S-L tax
revenue)

State- and local-area allocator: Capacity esti-
mated for local property tax, commercial
and industrial property.

There is no particular “‘representative” form of
State property taxation. Most State governments have
some property tax revenue, but for only a few States is
it more than a minor financing source. Nationwide, the
yield reflects a mix of revenue from “‘general” State
property taxes that apply (usually at a very low rate) to
valuations set mainly for local property taxation, plus
revenue from various “special” State property taxes that
apply only or mainly to business property. The allocator
used for this tax component, therefore, has been based
directly upon estimates of capacity for local property
taxation of commercial and industrial property, which
are explained under that heading.
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. Miscellaneous State taxes not elsewhere classified
(0.8 percent of S-L tax revenue)
State-area allocator: Personal income minus
Federal individual income tax.
Local-area allocator: Personal income.

15. Local property tax, residential realty (19.4 percent

of S-L tax revenue)

State- and local-area allocator: Estimated
market value of nonfarm residential
property.

A more detailed description of the handling of this
and other components of the local property tax is
provided in Appendix D. Market value estimates for
nonfarm residential property were based mainly on data
from the taxable property values phase of the 1967
Census of Governments. For particular State areas, this
involved: Using data from the Census of Governments to
estimate separately the market value of nonfarm residen-
tial realty and “acreage and farms;” comparing this
acreage estimate with the value estimated for farm land
and buildings by the Department of Agriculture; and
adding any excess of the Census-based ‘“‘acreage and
farms” amount over the Agriculture farms amount to
the initial estimate for nonfarm residential realty. The
Census-based estimates of market value were obtained
by dividing assessed valuations for each of the two
property classes by the average percentage relation
between assessed value and sales price found in the
Census of Governments for a sample of such properties
that were sold during a six-month period of 1967.

This procedure took account of the fact that the
Census category of ‘“nonfarm residential realty” gener-
ally is limited to city-lot properties, rather than includ-
ing also suburban residential properties that appear on
assessment rolls in terms of acreage rather than lots. In
the few States where the Agriculture Department’s farm
value estimate equalled or exceeded the total acreage
value derivable from Census of Governments data, no
adjustment was made in the Census-based estimate for
nonfarm residential realty.

For some rural States, the foregoing procedure
involved a rather material shift of estimated property
values from ‘“‘acreage and farms” into ‘“nonfarm resi-
dential realty.” However, in most States and for the
Nation as a whole, the resulting adjustments were
relatively minor. Accordingly, this process was not
repeated at the local-area level. (That presumably could
have been done, with considerable effort, by using farm
value amounts for 1964 from the Census of Agriculture,
adjusted to take account of 1964-66 changes.) Instead,
each Statewide estimate of the ‘“adjusted” value of
nonfarm residential realty was allocated to particular
local areas according to their respective shares of the



market value of such property as calculated in the first
instance directly from Census of Governments data.

16. Local property tax, farm property (3.3 percent of

S-L tax revenue)

State-area allocator: Value of farm realty and
selected classes of farm personal property.

Local-area allocator: Estimated market value of
“acreage and farms”.

State-area allocator. In most States, local property
taxes apply not only to farm realty but also to livestock,
crop inventories, and farm equipment. State-by-State
estimates of farm land and building values, as reported
for 1966 by the Department of Agriculture, were used
for the realty portion (about three-fourths) of all
potentially taxable farm values. The State-by-State
distribution of the wvarious personal-property com-
ponents were estimated from other Census of Agri-
culture and Department of Agriculture sources, and
added to the realty value figures.

Local-area allocator. Each Statewide estimate of
total value of taxable farm property (including person-
alty) was allocated to particular local areas according to
their respective share of the market value of “acreage
and farms,” estimated from 1967 Census of Govern-
ments data as previously described.

17. Local property tax, vacant lots (0.8 percent of S-L
tax revenue)
State- and local-area allocator:
market value of vacant lots.

Estimated

The 1967 Census of Governments also provided
figures on assessed valuations and average assessment
ratios for this type of taxable real estate, from which
estimates of market value were calculated for local areas
and (by addition of local-area amounts) for each State.

18. Local property tax, commercial and industrial prop-
erty (16.2 percent of S-L tax revenue)
State- and local area allocator: Estimated
market value indicated by earnings in 56
type-of-business classes.

In every State, local property taxes legally apply to
all or substantially all real estate used for commercial or
industrial purposes. A few States (including such big
ones as New York and Pennsylvania) wholly exempt
business holdings of movable equipment. A larger and
growing number of States also exempt or give preferen-
tial treatment to business inventories. Nonetheless, the
“representative” form of local property taxation must
still be defined (and this was even more clearly the case
in 1966-67, the period to which our illustrative figures
relate) as applying not only to real estate but also to
business-owned equipment and all or substantially all
inventories (including stock in trade and materials in
process).
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Although certain nationwide figures are available
concerning the value of such business property holdings,
the geographic distribution of these values is not simply
and directly shown by any available statistics. Further-
more, in trying to estimate this part of the property tax
base, the salesratio approach used to deal with resi-
dential property, farms, and vacant lots is of very limited
use. Most of the value of business real estate con-
cerns relatively large properties which only rarely
change hands in a way to yield a meaningful market-
value figure. Although the Census of Governments does
report some assessment ratios based on “measurable
sales” of commercial and industrial realty, the trans-
actions mainly concern rather small business properties.
Furthermore, such figures offer no evidence at all about
levels of assessment for personal property, or for public
utility property, which usually is valued for local
property tax purposes by a State agency, separately
from the assessment procedure applied to other
property.

In this study, therefore, the potential yield of the
local property tax as applied in its “representative” form
to business property in various States and local areas has
been estimated indirectly, applying a set of proxy
measures to each of 56 types of nonfarm business.
Briefly, the procedure involved:

1. Using nationwide property-value figures to esti-
mate allocable shares, by type of business, of all
local taxation of commercial and industrial
property;

2. For each business class, calculating the indicated
amount of property tax per dollar of earnings
(payrolls and other labor income plus proprie-
tors’ business income);

3. Applying these national average ratios to earn-
ings amounts reported by the Office of Business
Economics for each of the types of business in
various States and local areas; and

4. Adding these detailed figures to arrive at an
estimated capacity amount for each such area.

This summary description ignores some important
details of the estimating process. More detailed informa-
tion is provided in Appendix D.

19. Local general sales taxes (1.9 percent of S-L tax
revenue)

State- and local-area allocators: Same as for

State general sales taxes (item 1, above).
Local selective sales taxes (1.2 percent of S-L tax
revenue)

State-area allocator: Personal income minus

Federal individual income tax.

Local-area allocator: Personal income.

Local motor vehicle taxes (1.2 percent of S-L tax
revenue)

20.

21.



State- and local-area allocators: Same as for
State motor vehicle taxes (item 8, above).
22. Local income and earnings taxes (1.4 percent of S-L
tax revenue)
State- and local-area allocators: Total earnings.
“Income” taxes are used by local governments in
only a few States. In their usual form, such taxes differ
in nature from State individual income taxes, which, like
the Federal tax, generally impose graduated rates and
apply not only to earnings but also to various kinds of
“unearned” income, such as interest and dividends. In
contrast, most of the local taxes treated here involve a
single uniform rate, and apply only to earned income.
There are important exceptions, including the District of
Columbia and Maryland counties’ income taxes. How-
ever, the District here is treated as a “State” with regard
to its use of nonproperty taxes, and the present
Maryland arrangement, involving “piggyback” county
supplements to the State income tax, has developed
since the 1966-67 period to which our figures relate. For
this reason, the capacity measure used for local income
and earnings taxes is limited to total earnings, as
regularly calculated for various areas by the Office of
Business Economics, rather than the broader OBE
measure of total personal income.
23. Miscellaneous local taxes not elsewhere classified
(1.7 percent of S-L tax revenue)
State-area allocator: Personal income minus
Federal individual income tax.
Local-area allocator: Personal income.
Of all tax capacity of State and local governments,
40 percent has been allocated among State areas
according to estimates of property value; 33 per cent
according to measures of trade volume cr consumption
(evenly split between broad measures of this kind and
particular-commodity measures); 21 per cent by broad
measures of personal income or earnings; and the
remaining six percent on other bases such as motor
vehicle taxes and State death and gift taxes. At the
within-State level, property-value allocators again ac-
count for 40 percent of all State-local tax capacity (but
over four-fifths of the capacity estimated for locally-
imposed taxes), while about one-fourth is allocated by
measures of trade or consumption, and nearly one-third
according to measures of income or earnings. As would
be expected, these proportions reflect the existing
average makeup of State-local taxation arrangements,
which include a major role for property taxation and for
general and selective sales taxes, and a lesser role for
other types of taxes.

Measuring Capacity for Non-Tax Revenue Sources

Current charges. In 1966-67, about one-seventh of
all own-source revenue of State and local governments,
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as defined for this study, came from what the Census
Bureau calls “current charges” revenue. For State
governments, the proportion was 11 per cent, and for
local governments 16 per cent. Such receipts are
recorded by the Bureau in considerable detail, according
to the particular functions involved. For this study,
therefore, the “current charges” capacity of various
areas were estimated by calculating the potential yield of
such revenue for each of numerous functions and then
adding these detailed amounts. The potential yield for
each separate item was obtained by multiplying the
area’s current expenditure for the particular function by
the average nationwide relationship between current
operation expenditure and current charges revenue for
that function. One example of this method was given in
Chapter 1. Another may be offered here: In 1966-67,
local governments’ current expenditure for hospitals
amounted to $2,284 million, and their revenue from
hospital charges was $1,336 million, or 58.5 per cent as
much; accordingly, any area with local hospital opera-
tions would be credited with potential revenue, or
financing capacity, associated with this function,
amounting to 58.5 cents per dollar of current hospital
expenditure.

These calculations were applied separately to State
and local governments. The estimate of current charges
capacity for each State government was allocated to
local areas within the State according to its respective
proportion of the statewide population total.

Table 19 summarizes the estimating factors thus
applied, and shows the relative magnitudes of the various
functional classes of charges revenue. It should be
emphasized, as in the case of tax categories, that the
value of such detailed subclassification cannot be judged
simply in terms of the nationwide scale of particular
sources. Some items which are relatively insignificant
nationally may be of much more importance in certain
local areas; the detailed approach is designed to allow for
such geographic variations.

Interest earnings. In 1966-67, State and local
governments obtained $1,713 million as interest earnings
on their general government fund holdings. For State
governments, such revenue equalled 3.453 per cent of
their total general government holdings (cash, deposits,
and securities other than those of insurance trust funds)
at the end of the fiscal year. For local governments the
corresponding average ratio was 3.263 per cent. The
revenue capacity of various areas, then, was estimated by
applying these nationwide ratios to the financial hold-
ings data recorded by the Census Bureau for individual
State and local governments, respectively. Resulting
amounts for individual local governments were summed
to area totals, and the capacity estimate for each State



Table 19.—-DATA ON CURRENT CHARGES REVENUE
OF STATE AND LOCAL GOVERNMENTS
IN FISCAL 1966-67, BY FUNCTIONAL CLASS

Percent of  Factor
alt S-L used to
Functional class current estimate
charges revenue
revenue  capacity
State governments
State colleges and universities:
Auxiliary activities 11.6 122.5
Other . . 105 235
State toll highways . . 5.8 394
State hospitals and institutions for
the handicapped . 5.0 21.0
Miscellaneous commercial activities 25 152.8%
Natural resources . . 1.6 134
Water transport and termlnals . 0.6 114.0
Regular {non-toll} State highways . 0.5 3.2
Education, other than State colleges
and universities 0.3 2.9
State airports 0.2 134. 2
All other . 1.5 10.8%
Total, State governments 40.1 XXX
Local governments
Education, other than colleges and
universities 15.3 6.8
Local public hospitals 12.7 58.5
Sewerage . . 5.4 101.1
Housing and urban renewal 4.4 87.8
Highways and parking facilities 33 12.4
Local public airports . 2.8 180.3
Local public colleges and umversmes 2.1 25.6
Local parks and recreation . 1.9 223
Refuse collection and disposal . 1.6 21.0
Water transport and terminals . 1.5 177.8
Natural resources 0.6 22. 9
All other and unallocable 8.4 23.4%
Total, local governments 59.9 XXX

1 . . . .

Average nationwide percentage relationship of current charges
revenue to current operation expenditure for the particular
function(s) involved.

2For two States—Alaska and North Dakota—which have mis-
cellaneous commercial activities” that are unusually large rela-
tive to total State government finances, this factor was not
used; instead, actual charges revenue from such activities was
taken as a measure of related revenue capacity. This parallels
the treatment applied universally to State government revenue
from “rents and royalties.”

3Charges revenue related to State current operation expenditure
for generat control, housing and urban renewal, protective
inspection and regulation, and “‘miscellaneous” —i.e., excluding
expenditure for State functions involving little or no charges
revenue, such as public welfare, correction, police protection,
etc.

4Charges revenue related to local current operation expenditure
for general control, libraries, and “‘general government not
elsewhere classified’ —i.e., excluding expenditure for local func-
tions involving little or no charges revenue, such as public
welfare, police and fire protection, etc.
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government was allocated to local areas on a population
basis.

Miscellaneous general revenue (other than interest).
The nationwide total of $2,633 million for this category
involves diverse sources, including special assessments
($459 million), receipts from the sale of property ($279
million), fines and forfeits, royalties, donations, and so
forth. No basis for geographic allocation of potential
yield seemed reasonably applicable to such diverse kinds
of local government revenue. Accordingly, actual
1966-67 amounts of such local revenue were taken to
represent this part of the total financing capacity of
various areas. Similar handling applied to State govern-
ment revenue from “‘rents and royalties,” which is rather
sizable in a few States though relatively minor in the
Nation as a whole ($307 million in 1966-67). For the
other $526 million of the State governments’ miscel-
laneous general revenue, capacity was estimated for each
State according to its proportion of the nationwide total
of personal income minus Federal income tax liabilities.
As for other nontax revenue components, the *‘ca-
pacity” amounts thus developed for each State govern-
ment were allocated to local areas within the State on a
population basis.

In summary, then, for about four-fifths of all
State-local miscellaneous general revenue, exclusive of
interest earnings, it was assumed in effect that capacity
equalled actual revenue in each area; or, in other words,
that for this component the “revenue effort” of each
area was at the average national rate.

This departure from the average-financing-system
approach applied to all other sources involved only 2.7
per cent of the national total of State and local
government revenue. The desirability of such exceptional
handling can be seen by considering a State or local area
that in 1966-67 benefited by unusually large receipts
from donations, or from oil land leases or royalties. An
exaggerated expression of revenue effort would be likely
to appear for such an area if miscellaneous-revenue
capacity had been estimated instead on some arbitrary
basis—e.g., according to population, or personal income.

Utility surpluses. Most municipalities of any size
operate a public water-supply system, and many of them
also have a publicly-operated electric power, gas supply,
or transit system. In some instances also, though less
commonly, such public utilities are owned and operated
by townships, counties, or special district governments.
Except for transit systems, such utility operations
usually take in more money than they require for
non-capital purposes; that is, it is usual for charge rates
to be set high enough to more than cover current
operating costs and any interest on utility indebtedness.
The converse is true for a majority of governmentally-
owned transit systems, which are often operated “in the



red” and thus involve public subsidy of urban mass
transportation.

In attempting to measure the revenue capacity
available to “ordinary government™ as a result of such
utility operations, we could not use data on net profit,
or net income, as these are ordinarily measured for
private businesses. Only a limited minority of publicly
operated utilities develop such figures (including allow-
ance for depreciation), and the Census Bureau, there-
fore, reports only a few summary financial items
concerning governments’ utility finances. For the
present study, Census figures were used to estimate the
financing potential available from utility surpluses by:
(1) Summing nationally, for each type of utility, the
excess of revenue over the sum of current operation
expenditure plus interest on utility debt for each
individual utility which showed any such excess; (2)
Determining the relationship of this amount to the
national total of current operation expenditure for the
particular type of utility; (3) Applying these ratios to
the amounts of current operation expenditure for the
several types of publicly-operated utilities in each area;
and (4) Adding the results to a total area estimate. This
involved a special tabulating operation carried out by the
Governments Division of the Bureau of the Census,
which also supplied “current deficit” totals covering
those utilities that in fiscal 1966-67 had less revenue
than the sum of their operating expenditure plus interest
on debt. The nationwide amounts involved were as
follows:

Amounts (millions of dollars)

Revenue
Type of Sum of all Sum of all  Current  capacity
utility current current  operation factor (a
surpluses  deficits expenditure as % of ¢/
(a) (b) (c) (d)
Water supply . 723 68 1,231 58.7
Electric power 620 29 1,113 55.7
Gas supply 71 3 239 29.8
Transit 43 146 870 5.0

Each of the areas reported in this study has been
credited with revenue capacity from local utility sur-
pluses in accordance with the factors shown above—58.7
cents per dollar of current operation spending by water
supply systems, 55.7 cents per dollar of such spending
by electric power systems, 29.8 cents per dollar of such
spending by gas supply systems, and 5 cents per dollar of
such spending by transit systems. For most States and
reported local areas, the bulk of the resulting total
revenue capacity estimate results from water supply and
electric power utilities. However, at least some trace
amount of capacity is included also for gas supply
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systems in two-thirds of the States, and for transit
systems in about half the States.

The calculated total of local utility surpluses in
fiscal 1966-67 ($1,457 million) was only 1.9 per cent of
all own-source revenue of State and local governments,
as defined for this study, and only 3.7 per cent of the
own-source revenue of local governments alone. In some
metropolitan areas and counties, however, this is a far
more significant element of potential or actual financing,
as shown by the local-area data.

Measuring Revenue Effort

In this study, the term “effort” refers to the
relation between revenue-raising capability and actual
amounts of revenue collected. The operations described
above gave figures concerning the revenue capacity of
various States and local areas, as calculated in terms of
national average rates for each of numerous detailed
sources (except for certain miscellaneous general
revenue, which received distinctive handling as previ-
ously described). The detailed capacity amounts were
grouped in various ways, and the totals and subtotals
were compared with actual revenue amounts, as reported
for fiscal 1966-67 by the Census of Governments, to
obtain effort measures for individual States and selected
local areas.

For the nation as a whole, with this procedure,
actual revenue for each source is by definition equal to
revenue capacity for the same source—i.e., its yield at
the average nationwide rate applied to a relevant base
amount. “Relative effort” for any particular source or
group of sources can thus be expressed nationally as 1.0
or 100 per cent. And when actual revenue of a particular
area from a particular source or group of sources is
compared with revenue capacity of the area, as calcu-
lated for the same source(s), the resulting ratio will show
how the area compares with national-average practice
with respect to the sort of revenue involved.

Where the relative effort ratio pertains to a particu-
lar type of tax, it may also be taken to express the
relation of the rate of tax within the area to the national
average rate. For example, a percentage effort ratio of
75 would indicate a local rate three-fourths of the U.S.
average. In any such interpretation, however, one fact
needs to be kept in mind. Local divergence from
national average usage of a particular tax source may
appear because, as actually imposed in a particular State
or local area, the tax has a broader or narrower scope
than that which has been taken here as the representa-
tive form of the tax in estimating its potential yield,
rather than actually a difference between the locally-
applicable rate and that calculated nationally for the
representative version of the tax.



When total revenue capacity for various areas is
estimated simply by summing the potential yield at
national average rates of various detailed sources, as
indicated above, the results may in some instances seem
anomolous, or of limited direct relevance for policy-
making purposes. For example, this approach credits
every local area with some financing capability through
the use of local income or earnings taxes, even though
taxation of this kind is not legally available to local
governments in many States. Moreover, as we noted in
Chapter 1, there is a good deal of interstate variation in
State-local sharing of revenue responsibility, but the
simple national-average-rate approach weights various
sources according to average U.S. proportions on this
score.

To deal with this problem, a second set of local-area
capacity measures was developed. This involved for each
entire State, using the statewide estimate of fotal
State-local revenue capacity, as calculated in terms of
average national rates; but in developing adjusted-capacity
estimates for particular local areas, revising the weight
given to each revenue source to reflect its proportionate
contribution to the statewide total of own-source State
and local government revenue.? Thus, in a State such as

2The revenue capacity of any local area is the sum of
amounts calculated for each particular revenue source as follows:
(a) On a U.S.-average
rate basis:
Area amount of the

relevant allocator Estimated statewide ca-

Statewide amount Times pacity at U.S. rates
of the allocator
(b) On a State-adjusted
basis:
Area amount of the . Statewide actual revenue
Times

Statewide average index
of relative revenue cffort

relevant allocator
Statewide amount of
the allocator

It will be noted that the last factor in formula (b) (i.e., the
State’s index of relative revenue effort) must be used in this way
as a divisor in order to bring the resulting estimate of revenue
capacity for each area into line with the over-all amount of
statewide capacity as estimated on a U.S.-average-rate basis. By
omitting this division, the capacity amounts estimated for all the
areas in a particular State would, instead, total exactly to the
statewide sum of actual revenue. 'or purely intrastate compari-
sons that would, of course, be appropriate and desirable, and
would carry out the principle applicd here on a nationwide
basis—namecly, making aggregate estimated capacity equal to
aggregate actual revenue.

From the foregoing, it should be evident that the ‘‘State-
adjusted” measures shown for individual local areas in Appendix
Tables G-8, G-9, G-11, and G-12, can readily be translated into
specifically intra-State indicators by use of the relative effort
indexes shown in the first column of Table G-4—i.c., multiplying
the reported local-area capacity measures by the statewide index,
and dividing the reported local-area effort measures by the
statewide index. (However, this recalculation procedure cannot
properly be applied to reported interstate SMSA’s simply from
the data shown in this report.)

59

Illinois, where in 1966-67 there was no use at all of
personal income or earnings taxes, this component did
not enter at all into the *“adjusted” estimation of
revenue capacity for particular areas; and, in turn, other
revenue sources were given greater weight for this
purpose than they would have from direct use of
national average rates.

At first glance, it may seem odd or improper to
limit the adjustment of weights for estimating revenue
capacity to local-area calculations, rather than also
developing “adjusted” capacity estimates for entire
States. It might be argued, for example, that since
constitutional barriers preclude some States from using
personal income taxes, any revenue-raising capability
that might be estimated for such taxation cannot be
tapped by the governments concerned, and therefore
should be ignored in gauging their fiscal capacity. But
anyone who pressed this argument would be saying, in
effect, that it is impossible to devise any nationally
uniform approach to the estimation of revenue-raising
capability by reference to existing financial practices of
State and local governments. If constitutional differ-
ences were taken into account, States with extremely
restrictive provisions would show less ““capacity” than
similar States with broader legal charters. While compari-
sons so developed might be of some interest and value,
they could hardly be a useful tool for Federal-State
fiscal arrangements. Moreover, there is a fundamental
difference between States—as sovereign entities which
have means available to alter their revenue-raising
powers, if necessary through constitutional change—and
local governments which, as non-sovereign jurisdictions,
are subject to the overriding authority of their parent
State governments. Hence, it has seemed entirely proper
and Jogical in this study to disregard the effects that
existing constitutional or statutory provisions (which are
potentially subject to revision) have upon statewide
revenue-raising capability, even though we do take
account of the effects of existing legal and institutional
patterns in calculating “‘adjusted” capacity measures for
local areas.

As our tabulations show, there is usually little if any
difference between the resulting alternative estimates of
total revenue capacity for particular local areas, as
calculated respectively from national-average rates and
on an adjusted within-State basis. On the other hand,
there is very often—as would be expected—a material
difference between the two sets of estimates in the
amount of capacity shown respectively for State sources
and local government sources. The following figures
illustrate, in an extremely abridged form, the difference
the adjustment process can make—for two States,
Nebraska and West Virginia—in the estimation of
localized revenue capacity, where there is a marked



departure from national-average proportions of govern-
mental financing:

Nebraska West Virginia
Type of % of revenue . % of revenue .
..« Ratio ..« Ratio
revenue capacity® Yy ﬁ y capacity of (. ﬁ )
¢ £
(48] "™ 4 g 0™
Total . 100.0 100.0 xxx 100.0 100.0 xxx
State government
sources 42.1 319 76 537 663 1.23
Sales & gross
receipts taxes. 22.5 135 60 265 446 1.68
All other 196 184 94 272 21.7 .80
Local government
sources 579 68.1 1.18 46.3 33.7 .73
Property taxes . 32,1 375 117 316 177 .56
All other 25.8 306 1.18 14.7 16.0 1.09

*(A) refers to proportions based on national average rates for

various revenue sources; (B) refers to proportions of actual
State-local revenue within each State, used as weights for
“adjusted” capacity measures for local areas.

Most of the revenue effort measures presented for
local governments are tied to the “adjusted” capacity
figures that reflect actual State-local revenue practices of
the various States. Accordingly, these detailed figures
concerning relative local government effort in individual
counties and metropolitan areas provide a meaningful
and policy-oriented set of comparative measures. Where
they show a material departure from “‘average” use of a
particular kind of local revenue, or for local sources in
total (i.e., an effort measure differing considerably from
100), this can properly be interpreted as a result of local
government policies and practices which have developed
in the context of financing arrangements that prevail
within the particular State concerned.

Measuring Revenue Capacity and
Effort for Sub-County Areas

The foregoing discussion described methods used to
derive comparative figures for States, metropolitan areas,
and counties, as presented in Appendix Tables G-1
through G-13 and discussed in Chapter 3. This study also
included an exploratory effort to develop corresponding
measures for major cities. Those results are presented in
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Appendix A, together with a detailed description of the
estimating methods employed and the data problems
encountered. So serious were those problems that it
seemed impracticable to develop meaningful compara-
tive measures for more than about half of all the cities of
over 100,000 population.

We calculated revenue capacity for each of the 57
within-county cities reported in Appendix A by:

1. Applying to estimated countywide capacity
figures for property taxation of various types of
property, for general and selective sales taxes, for
other taxes, and for State nontax revenue,
city/county proportions, respectively, of assessed
values for the various types of property, total
retail sales, disposable personal income, and
population;

2. Calculating the non-tax revenue potential of the
city government and each of the other local
governments overlying it (by use of the factors
previously described for county-area estimates),
and estimating the city area’s allocable share of
such amounts, usually by reference to popula-
tion data; and

3. Adding the results of these operations.

Similarly, we derived “actual” revenue amounts for
each of the reported within-county cities by adding to
the revenue of the city government itself the city-area’s
allocable share of the revenue raised by each of the
overlying local governments and of the State govern-
ment, by use of corresponding kinds of allocating
factors. This provided a basis for calculating relative
revenue effort for both State and local sources and for
local sources alone, and also for indicating the relative
revenue-raising role of the city itself and various other
governments.

In the absence of official Census population figures
for most of these cities for any year later than 1960, an
average of Rand-McNally population estimates for 1965
and 1968 was used in each instance, both to calculate
the city’s share of certain countywide amounts and
finally to arrive at summary per capita figures.

As will be evident from this description, the
amounts reported for individual within-county cities are
subject to considerably greater possibility of estimating
error than are the data presented for counties, metro-
politan areas, and States.



Chapter 6

THE PROSPECT FOR BETTER
AND RECURRENT MEASURES

Until quite recently, the lack of necessary
underlying data would have made it completely
impracticable to develop the kinds of comparative
measures presented in this report—especiaily for the
metropolitan and county areas. To an important extent
these measures draw upon economic data series of the
Regional Accounts Division, Office of Business Eco-
nomics, which have become available only within the
past year or two. Moreover, only in recent years have
statistics on local government finances been obtainable
from the Bureau of the Census in a form to permit
specialized computer processing, as needed in the prepa-
ration of this report.

Even at the State level, it would have been difficult
if not impossible to prepare comparative measures of
revenue capacity and effort until about a decade ago.
The initial ACIR study on this subject was issued in
1962, only three years after completion of the 1957
Census of Governments, which supplied State-by-State
figures on State-local finances for the first time since the
1942 Census of Governments.

The new economic series of the Regional Accounts
Division are now being maintained on an annual basis.
Also, the Bureau of the Census conducts surveys of State
and local government finances which provide State-by-
State data each year (including estimates based on
extensive sample coverage of local governments). These
and other Federal statistical developments afford a much
better basis for the regular, recurrent measurement of
fiscal capacity and effort. On the other hand, three
major questions merit some further exploration.

One issue relates to the matter of timeliness. These
findings pertain to 1966-67, so that they are already
some three years out of date. How serious is this, from
the standpoint of their relevance to public policymak-
ing—for example, in connection with Federal grant-in-aid
arrangements, and in State fiscal planning? What are the
prospects for more timely—perhaps annual—comparative
measures of this kind?

A second issue concerns the quality of the
illustrative figures presented in this report. To what
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extent are they subject to limitations of coverage or
reliability that might have been avoided if better or more
timely sources of basic data had been available? Or, to
put the matter more pointedly, what prospective or
possible improvements in source data would seem most
valuable in any future effort to develop similar
measures?

The third question also relates to data sources. What
would be involved in extending to additional areas, and
especially to smaller ones, the kind of statistical effort
undertaken here? This issue will be discussed in two
parts: smaller counties; and sub-county areas and
specific local governments.

Developing Up-To-Date Recurrent Measures

Part of the three-year time lag reflected in our
statistical findings can be traced to the exploratory and
one-time nature of this study. The time lag probably
could be reduced by at least one-third if, instead, such
data were being developed at regular five-year intervals
and with adequate advance planning and preparation by
an appropriate agency, such as the Governments Division
of the Census Bureau. Such five-year timing for
benchmark comparisons is suggested by the fact that
some of the most important underlying sets of
data—particularly those from the Census of Govern-
ments and the Census of Business—become available
only at five-year intervals. For that reason, it would not
be possible to apply directly the estimating methods
used in the present study any more often than this.

But if comparative measures of relative capacity and
effort were developed only each five years, they would
at best reflect conditions existing from about two- to
seven-years earlier, and such a time lag would seriously
limit their relevance to current public policymaking and
fiscal administration. This problem could be met by a
two-phase undertaking, involving the development of
measures quinquennially, along the lines of the present
study, and then the updating of such measures by use of
basic data available on an annual basis. Especially at the



State level and for major metropolitan areas, such a
suggested annual updating operation is already possible
from ongoing Federal statistical series—in particular, the
economic data developed by the Regional Accounts
Division of the Office of Business Economics and the
government finance statistics reported by the Govern-
ments Division of the Census Bureau.

This feasibility is illustrated in the concluding
portion of this chapter, which presents summary
State-by-State measures of tax capacity and effort for
fiscal 1968-69. The figures were developed by using
appropriate annual economic series to update the
respective States’ tax capacity estimates for 1966-67,
and then using Census Bureau data on State-local tax
revenue for fiscal 1968-69 to adjust the weighting for
various revenue sources and calculate related effort
measures. (By additional use of unpublished Census
Bureau data it would have been technically possible—but
would have required more time than was available—to
broaden this updating effort to deal also with non-tax
revenue sources, and thereby to present 1968-69
comparisons of total revenue capacity and effort.)
Because the kinds of statistics used to update the earlier
capacity estimates are available annually not only for
States but also for some metropolitan areas and
counties, corresponding calculations could be made for
such areas as well.

How “good” would annually updated measures be?
A specifically quantified answer could only be made
after such statistical efforts had been carried out for
several years, when capacity estimates thus first prepared
on a trending basis could be directly compared with the
results of the more detailed quinquennial effort, as
performed when the next sets of underlying detailed
source data had become available. Especially for entire
States and metropolitan areas, such annually-trended
data can be expected to be of acceptable accuracy. The
economic makeup of such sizable areas tends to change
only gradually, rather than drastically from year to year,
so that the relative importance of various components of
their governments’ revenue capacity is unlikely to shift
markedly within a limited number of years. For smaller
areas, such as individual counties, the resulting data
would probably be somewhat less reliable, but this is
true of even the capacity estimates based on detailed
data sources.

Comprehensive updating calculations—i.e., covering
nontax sources as well as taxes, and deriving effort
measures as well as capacity estimates—could now be
carried out from existing statistics not onty for States
but also for the 38 most populous metropolitan areas in
the Nation and their 105 component county areas.
These areas, with about 40 per cent of the Nation’s
populatfon, account for a little more than half of all
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local government finances. At present, Census Bureau
surveys of local government finances do not yield annual
data specifically for other metropolitan areas and
counties. However, the Bureau’s operations are being
broadened to supply figures for an additional set of
areas, beginning with data for fiscal 1969-70. The efforts
are expected to more than double (to around 250) the
number ol annually-reported county areas.

Thus, given periodic benchmark measures of relative
fiscal capacity and eftort, it should be possible at modest
cost to develop related year-by-year measures from
existing and prospective basic data sources. Such an
undertaking would yield relatively prompt comparative
information not only for States but also for a
considerable number of metropolitan areas and major
counties that include a major fraction of the Nation’s
population and governmental finances. To develop
annual measures for all of the approximately 700 county
areas with a population of 50,000 or more, however,
would require considerable enlargement of the coverage
of annual Census surveys of local government finances.

The Prospect For Better Measures

Despite the care and effort invested in the present
study, there can be little doubt that if this kind of task
were handled on a regular recurrent basis by some
appropriate Federal agency, a better set of comparative
measures could be developed. Such an arrangement
would permit more intensive consideration of difficult
conceptual and estimating issues. It would also permit
the utilization of certain types of data which at the time
of this study were available only for a year so remote in
the past as to be of little or no value. It could also take
advantage of relevant additions and improvements in
Federal statistical programs as these occur.

It is not possible to anticipate all the gains in quality
that might be achieved in future efforts. It is possible,
however, to indicate some of the most serious data
problems encountered in the present study, in relation
to available and prospective statistical sources for
nationally-comparable measures. Problems involved in
the preparation of corresponding measures within any
single State are not considered here. As pointed out in
Chapter 8, some individual States may already have
access to underlying dsta for this purpose which are
better or more directly relevant than the kinds of
statistics available for local areas on a nationwide basis.
States which are not in this position may be able to
develop an improved data base.

Furthermore, these comments are concerned only
with the relatively short run, rather than with data needs
that would require widespread changes in existing
conditions. Perhaps the best example of this concerns



the property tax. As indicated in Appendix D, much of
the work on this revenue source has drawn upon the
taxable values phase of the periodic Census of Govern-
ments. The detail and quality of information developed
in that undertaking could be vastly improved if local
assessment and tax billing records were less primitive
than they are in many areas. But that, in turn, would
require widespread drastic change in existing assignments
of responsibility for property tax administration. While
progress in that direction is being made, it would not be
realistic to expect that changes under way will soon
permit any fundamental change in the kinds of data that
can be assembled on a nationwide basis. Hence, refer-
ences below to desirable broadening and improvement of
the Census Bureau’s reporting of property tax data are in
the context of what seems feasible under existing
conditions.

Most of the discussion in this and the following
section has to do with data needs at the State,
metropolitan area, or county level. A final section of this
chapter deals more specifically with some of the data
problems involved in developing measures of fiscal
capacity and effort for within-county areas, such as
municipalities.

Problems with personal income data. As indicated in
Chapter 5, it has been necessary in numerous instances
to use indirect or proxy indicators to estimate the
geographic allocation of potential yields from various
types of taxes, rather than to draw specifically upon
tax-base data. Either by specific testing or on a
judgmental basis, the proxies so used are considered to
be relatively sound for this purpose. In most instances
they are believed to yield substantially the same results
as would flow from actual tax-base data, if such were
available. In the estimated geographic allocation of State
government amounts of each particular revenue source,
any local area is credited with the same proportion of
the statewide total of both capacity (potential yield) and
actual revenue, so that any “error’” in the proportion
used applies to both sides of the equation. Accordingly,
for any State where the particular source is being used at
the national average rate, the use of too high or too low
a proportion would cancel out in the calculation of
relative total revenue effort for each local area
concerned; and even where the Statewide rate for a
particular source differs from the national average,
double use of the geographic allocator tends to limit the
potentially damaging impact of “incorrect” proportions
upon over-all revenue effort measures for particular
areas.

Nevertheless, one major problem concerning the
proxy measures used here deserves attention. [ntra-State
allocation of capacity (and for State sources, of actual
revenue) for various tax sources that altogether supplied

about one-seventh of all the own-source revenue of State
and local governments in 1966-67, was estimated from
personal income data developed by the Regional
Accounts Division of the Office of Business Economics.
Most of the income amounts involved pertain to
earnings, as recorded on a “where-earned” basis, rather
than according to the place where the income recipients
reside. For most SMSA’s and individual counties the
amount involved is undoubtedly very similar to that
which would appear for income, similarly defined, on a
“where received” basis. However, there would be a
material difference in some instances, particularly at the
county level, due to commuting.

The decennial Census of Population assembles data
on income (somewhat differently defined than in the
national income and product accounts of the Office of
Business Economics). The results are available for local
areas on a where-received basis, but at the time of the
present study the most recent available data of this
nature were from the 1960 Census—sadly out of date.
When findings from the 1970 Census are in hand, they
will afford an alternative proxy measure which is likely
to be better than the OBE *“where earned” figures for at
least some of the geographic allocations involved.
Looking ahead, however, such 1970 Census data will
also become less and less relevant as the period after the
Census lengthens. This problem might be dealt with as
part of a recurrent statistical effort, by joint use of the
Census and OBE data. It would be far better if the
Congress were to act favorably on pending proposals to
authorize a mid-decade Census of Population, so that the
interval between benchmark income data would be
halved from ten to five years. Such action would also, of
course, yield better population figures than those used
here for the geographic allocation of actual and potential
yield amounts of State nontax revenue, and for the
calculation of per capita figures.

The income data developed by the Internal Revenue
Service on the basis of individual income tax returns,
differ conceptually from either the Census or OBE
statistics. The broadest reported measure relates to
“adjusted gross income” as defined for tax filing,! but
figures are also reported for “taxable income”. Thesc
statistics are especially useful for estimating the revenuc
potential of State personal income taxes, both because
the concept of income involved is similar to that applied
in the tax laws of a considerable (and increasing) number
of States, and because the IRS reports data in some

1“Adjusted gross income” comprises total income from aii
sources, not specifically excluded from income taxation (docs
not include tax cxempt interest, rental value of owner occupied
home value, of home produced food, social security benefits,
ctc.), but after business cost deductions.



detail by income classes. As indicated in Chapter 5, we
took advantage of these factors in estimating the
potential yield of personal income taxes in the States
under a “representative’ version of this type of tax at
progressive rates.

For within-State estimates of State income tax
capacity and actual yield, however, it was not possible to
utilize Internal Revenue Service data. The IRS for some
time has published figures for selected major metropol-
itan areas. It has recently begun to issue data for 837
“Zip Code areas,” groups of postal delivery zones. Some
of them conform directly or closely to the boundaries of
particular large cities or city-counties, but this is not true
in most instances. In designating Zip Code areas the Post
Office Department is governed mainly by considerations
of operating efficiency, not to serve statistical needs.
Even if that were possible, however, one might question
whether the Internal Revenue Service, with its many
other pressing concerns, should be expected to enforce a
high measure of consistency in taxpayers’ practices in
reporting the addresses from which they file returns.
Significantly, in its 1966 report of Zip Code Area Data,
the Internal Revenue Service pointed out:

Taxpayers were supposed to indicate their
home address on their returns. The vast
majority did. However, some may have given
their business address, the address of the
assistor who prepared the return, a post office
box in a town other than the one they lived in,
or no address at all. Geographic classification
had to be based on whatever address was shown
on a return. If no address was given, the return
was coded for the State in whose district office
it was filed . .. as “‘unallocated” by Zip Code
area.’

With an increasingly mobile population that includes
sizable numbers of college students, retired people, and
two-home owners, tax returns are likely to offer a rather
imprecise basis for income information on a “‘where-

received” basis. While differences in filing practices may °

tend to cancel out substantially for States and sizable
metropolitan areas, this seems far less likely for
individual counties and even sizable cities.

For several reasons, then, the direct use of IRS
tax-returns data to estimate income for such local areas
is subject to important limitations. However, there will
be an opportunity to make more effective use of such
data when findings on income (even though somewhat
differently defined) become available from the 1970
Census of Population. With such information in hand, it
might be possible recurrently to forward-trend the
Census results by reference to tax-returns data. The

2 Page 90.
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reliability of the resulting estimates would be greatly
enhanced if provision were made for a mid-decade
Population Census. But even in that circumstance, the
prospective linkage-type calculations would presumably
have to be limited to metropolitan areas and the more
populous counties and cities in view of the common lack
of a direct fit between local government boundaries and
Zip Code areas. As there are fewer than 40,000 such
areas in the entire Nation, each of them on the average
has a population of more than 5,000 persons; this is a
rather large building-block to be used in trying to
approximate, geographically, any but a limited minority
of the individual counties and municipalities in the
Nation. Furthermore, although county areas rarely
change, municipalities do alter their boundaries by
annexation, so that significant developments of this kind
would have to be taken into account in any attempt to
extrapolate periodic Census results from income tax
returns.

To sum up, the prospect for better estimates of
income-related elements of local revenue capacity is
good as far as the early future is concerned, for it will be
possible to utilize findings from the 1970 Census of
Population. For subsequent years also, linkage of the
Census results with either or both OBE data and IRS
data is likely to be helpful for relatively populous areas,
although such trended estimates would probably deterio-
rate in quality in the absence of a mid-decade Census of
Population. For smaller counties, and for all but a
limited number of very large cities, however, there seems
far less prospect of reasonably close recurrent measures.
For such areas the present lack of Census-type data at
intervals of less than a decade is an especially serious
problem.

This may seem an unduly pessimistic conclusion to
the reader who is aware that certain commercial
organizations regularly publish estimates of income for
numerous local areas. Perhaps the longest-established
and best known of such operations is carried out by
Sales Management magazine, which each year publishes
data on “effective buying income” (approximating the
national income accounts item, “disposable income”)
for all counties and all cities of 20,000-plus population.
If estimates of this kind can be privately prepared, it
may be asked, what should prevent either the use of
those data for comparative measures of fiscal capacity,
or the development of corresponding recurrent statistics
by some appropriate Federal agency?

The answer depends at least in part on whether the
resulting comparative fiscal measures are intended solely
for general background and informational purposes or
whether they are to be specifically relied upon in the
operation of ongoing intergovernmental grant programs.
In the latter case, it would seem reasonable to expect



reliance upon officially-developed rather than
commercially-prepared data, since the latter often
require less exacting and objective methods of
estimation than generally apply to Federal statistical
series. As pointed out in Appendix A, in developing
estimates for certain major cities for the present study,
certain Sales Management income figures and inter-
censal population figures developed by Rand-McNally,
Inc. were used. However, business firms which undertake
such estimating operations can hardly be expected to
apply the same “full disclosure” principles concerning
their statistical methods as are properly demanded of
public statistical agencies. Moreover, their results are
generally designed to serve market research purposes
that can be adequately served with less explicit concern
for local government jurisdictional boundaries than
should be expected for fiscal measures entering into
intergovernmental grant arrangements. The existence of
some recurrent privately-prepared estimates of “income”
for numerous local areas does not contradict the
conclusions stated above concerning prospects on this
score for the development of better official measures of
relative local fiscal capacity.

The “feed-back™ problem. There is some degree of
unrealism in using present geographic patterns of
economic activity, which to some extent have been
influenced by differences in the rates of particular State
or local taxes, to estimate the prospective yield of
various taxes as applied at nationally uniform rates.

This problem shows up most clearly for such items
as tobacco and liquor sales taxes, for which marked
differences in tax rates have undoubtedly affected the
volume of transactions in particular areas. Washington,
D.C., as an especially small “State area” affords an
extreme example: no doubt some of its relatively large
“per capita apparent consumption” of liquor and
cigarettes is a result of sales to non-District consumers,
enhanced by the fact that the District had somewhat
lighter taxes in 1966-67 than nearby jurisdictions.

Also of potential consequence, if one accepts the
common view of economists as to the influence of
property taxation on underlying taxable values, is the
effect of marked geographic differences in effective
property tax rates upon the base for property taxation.
According to generally accepted doctrine, an area with a
relatively heavy property tax will have a smaller
property tax base, in relation to other measures of its
economic status, than an otherwise similar area with a
low property tax rate.

It seems likely that the existing geographic pattern
of mining activity has been influenced to some extent by
interstate differences in rates of severance taxes; if so,
this piece of State-local revenue capacity would show a
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somewhat different distribution than that indicated here
if a nationally uniform system of severance taxation had
actually been in effect, as assumed in deriving estimates
for the present study.

[t is impossible to gauge how much such
“feed-back™ processes have affected the revenue
capacity estimates. Further exploration of this matter
will merit high-priority attention if a Federal agency is
given the task of measuring relative fiscal capacity and
effort on an ongoing basis.

Measuring property tax capacity. This is another
problem area that would especially merit further
research and testing. More accurate comparative results
in the future are likely to depend partly on the scope
and quality of the Census Bureau’s assembly of data
with regard to taxable property values in the periodic
Census of Governments. Special attention should be
directed to the business component of property tax
capacity. As explained in Appendix D, a complex
estimating procedure was devised to deal with this
element of governmental revenue in the present study.
Most of the data sources so utilized are still being refined
and improved, to the benefit of future similar
capacity-measuring efforts. But completely aside from
that, the estimating procedure used here has involved
certain presumptions which, due to limited time and
resources, have not been tested.

For example, while this procedure takes account of
inter-industry differences in the relationship between
earnings and taxable property values, it makes no
allowance for the effects of differences in this
relationship within particular-industry groups of business
establishments. Further research on that subject might
indicate either that such differences are unlikely to
involve any marked geographic biases and therefore can
reasonably be disregarded (as they have been in this
study); or on the other hand, that such differences are so
sizable that considerably better measures of business tax
capacity might be obtained if ways could be found to
take them into account—for example, by seeking more
detailed type-of-business breakdowns in the source data
employed, or by making allowances in the estimation
procedure for such other factors as average size of
establishment or rate of business growth.,

Efforts to refine and improve the estimation of
property tax capacity will be even more significant with
regard to local-area measures pertaining to local
government than for statewide measures concerned with
the revenue of States as well as local governments. As
reflected in Appendix Tables G-10 and G-13, in most
jurisdictions property taxes make up a major share of
the total own-source revenue capacity of local
governments, with business property taxes often rivalling



or in some instances even exceeding in importance any
other revenue component.

Measures for Smaller Counties

About four-fifths of all Americans reside in the
counties and metropolitan areas for which these
comparative fiscal measures were developed. It was
found impracticable to present data for a minor fraction
of the selected areas, but those reported account for the
bulk of the Nation’s population and governmental
finances. Nevertheless, there are about three times as
many counties out-of-reach of this exploratory effort—
those of less than 50,000 population, located outside of
metropolitan areas—as there are within its scope. The
prospect for developing corresponding kinds of compar-
ative statistics for all or most of those other 2,400
county areas depends on population data, non-property
tax capacity, local non-tax revenue capacity, property
tax capacity, and actual local government revenue data.

Population data. In the present study, local-area
population figures were used in two ways: to estimate
the geographic allocation within each State of both the
actual and potential yield of the State Government’s
non-tax revenue sources; and to translate absolute
amounts of revenue capacity and actual revenue for each
reported local area to a per capita basis. For these steps,
1966 estimates of county and metropolitan area
population developed by the Bureau of the Census were
used.

With completion of the 1970 Census of Population,
a better basis will be available for calculations on a
nationwide basis. As the 1970 Census findings become
increasingly out of date, however, the situation will
deteriorate. The Census Bureau does not expect to
repeat its all-county estimating operation. Instead, it has
launched a new effort to encourage and aid annual State
estimates of county population which the Bureau would
republish in accordance with agreed standards and
procedures. In addition, the Census Bureau expects to
maintain and gradually extend its own development of
annual population estimates for major metropolitan
areas and their component counties. This effort
presently covers the 100 largest SMSA’s, comprising 288
counties. Even if it ultimately covers all SMSA’s, that
would include only about 670 counties, only one-quar-
ter of the Nation’s counties. Hence, as the period
following the 1970 Census grows, the prospect of
reasonably “‘good” comparative fiscal measures for
non-metropolitan counties will in part depend upon the
pace of the emergent cooperative Census-State govern-
ment system, and upon whether or not provision is made
for a mid-decade Census of Population.
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Nonproperty tax capacity. As indicated in Chapter
5, the statistical series used for this study to estimate the
intra-State location of the base for various types of
non-property taxes (and also the geographic origin of
actual State government revenue from taxes) are
generally comprehensive in their geographic coverage.
For these revenue components, accordingly, our
estimating methods could be applied nationwide, except
that for counties of extremely small population there
might be problems of disclosure for certain Census of
Business data (not encountered here, in dealing with
larger counties), and of gaps or possible erratic behavior
in certain series from the Regional Accounts Division of
the Office of Business Economics.

Local nontax revenue capacity. Current expenditure
amounts for related purposes were used to estimate
financing potentially available from charges and other
nontax revenue sources of local governments. If this
procedure were extended to populous counties and to
the many smaller ones, the resulting estimates would
increasingly be affected by the existence of local
governments that geographically comprise all or parts of
more than a single county area. The 1967 Census of
Governments reported more than 7,000 such units—477
municipalities, 4,361 school districts, and 2,327 special
districts. In arriving at county-area aggregates of local
government finances, the Census Bureau normally
credits all the finances of any such unit to its primary or
“headquarters” county. However, in the 1967 Census of
Governments, the Bureau prorated adjustments for 36
local governments whose finances made up a consider-
able proportion of their county-area totals. In the present
study, all intercounty local governments have been
geographically assigned in their entirety to their
headquarters counties. Hence, the data for headquarters
counties involve at least a slight overstatement of both
potential and actual nontax local government revenue.

It was noted previously that the use of the same
allocator to estimate the geographic placement of both
capacity and actual revenue for any State government
revenue component tended to limit the chance that a
faulty measure would damage the resulting over-all
measure of relative local revenue effort. A similar
condition applies to the effect of inter-county
governments upon resulting countywide estimates of
capacity and revenue. Where such a government is using
a nontax revenue source at the national average rate its
headquarters county is credited with exactly the same
amount of “extra” capacity or actual revenue (i.e., the
amount that with more precise geographic treatment
would actually be credited to some outlying county or
counties). But where the government is using such a
source at a rate greater or less than the average rate, the
headquarters county is credited with differing “extra”



amounts of revenue capacity and actual revenue, so that
its resulting measure of relative total revenue effort is
somewhat affected.

Despite their considerable number (nearly one-tenth
of all local governments), most inter-county units are
relatively minor. The reported findings for metropolitan
areas and sizable counties are not materially affected by
the absence of any attempt to make a multi-county
allocation of amounts for such units. However, figures
similarly developed for smaller counties would be more
widely and seriously subject to possible mis-estimation
on this account.

Property tax capacity. As indicated in Tables G-11
to G-13, certain data are not available for about
one-tenth of the 747 counties or county-type areas listed
there. Most of the gaps have resulted from the lack of
adequate information to estimate the potential yield of
local property taxation of non-business real estate. For
this purpose, as explained in Chapter 5 and Appendix D,
Census of Governments findings were used for assessed
valuations of residential property, acreage and farms,
and vacant lots, and the level of assessment for such
kinds of property, as indicated by measurable sales.
Census development of such data did not apply to the
entire Nation, but covered 1,948 sample areas, including
about 1,500 whole counties and nearly S00 townships
and cities. About half the counties surveyed had a 1960
population of less than 50,000. This might tempt the
conclusion that findings for many of the smaller
counties not included in the present study might have
been used to derive estimates of property tax capacity.

But, other limitations of the periodic Census of
Governments coverage must also be taken into account.
The 1967 Census ratio findings were based on a
representative sample of arms-length sales that altogether
reflected about a million properties sold within a
six-month period. All this would indicate a national
average of only about one “measurable sale” of realty
each six months per 200 persons. On this basis, an area
of 10,000 population might be expected to have about

50 sales. At the 1-in-12 sampling rate used in the 1967
Census, however, this would mean only a handful of
sample items—far too few to reflect assessment levels
specifically for various property classes. Yet nearly 30
per cent of the counties in the Nation have a population
of less than 10,000.

Clearly, if methods used in the present study to
estimate potential property tax yields for non-business
property were to be extended to the smaller counties
not treated here, the property-values phase of the Census
of Governments would need to be materially expanded,
both to deal with additional areas and to expand the
sample representation of sales in relatively minor areas.
Even considerable enlargement along these lines,
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however, would probably yield only marginal findings
for some extremely small counties. Also, especially
burdensome operations would be needed in the eight
States where the Census Bureau must refer to property
records at township and municipal offices rather than
making use of countywide sources.

In its advance planning for the 1972 Census of
Governments, the Governments Division of the Bureau is
targeting toward additional coverage for taxable values
data—-reportedly hoping to develop assessment ratio
estimates for counties of 25,000 and over rather than
stopping at 50,000 population. This would add nearly
600 county areas and would thus about double the
number of separately reported counties. It would still
exclude 1,800 counties, which, despite their number,
have only about one-tenth of the Nation’s population.

The business portion of property tax capacity has
been estimated for this study by reference to data on
earnings originating in various types of business, as
developed for individual counties and metropolitan areas
by the Office of Business Economics. Those statistics are
available annually for substantially all counties in the
Nation, so that presumably they could be used for less
populous counties. In moving down the size scale,
however, the resulting estimates would probably be
increasingly questionable because of the chance for more
oddities and marked year-to-year variations in the
underlying data for particular business classes in small
counties.

The problems of developing reasonably sound
estimates of property tax capacity for counties less
populous than those covered in the present study are
extremely serious, in view of the predominant role of
the property tax in local government financing and its
large share in State-local totals. Faulty estimates for this
component would severely damage the quality of any
attempted over-all measures.

A possible alternative to direct measurement of
property tax capacity for relatively small counties, could
involve the testing of multiple correlation methods for
obtaining estimates of capacity by imputation from
other types of data that are available for all counties.
The property tax capacity figures developed for several
hundred counties would lend themselves to such testing,
but such efforts have not been feasible within the time
constraints of the present study.

Local government revenue data. The Census of
Governments provides at quinquennial intervals county-
wide aggregates of local government revenue, detailed by
source. Thus, with the exception of inter-county local
governments, it is feasible to obtain the actual revenue
amounts, for years ending in “2” and “7”, needed to
extend measurement of relative effort to smaller
counties. However, the situation is very different for



inter-census years, when local finance statistics are
gathered on only a sample basis. As already noted, the
Census Bureau’s annual sample coverage now yields
county-area findings for only the 38 largest SMSA’s and
their 105 component counties. While survey coverage is
being broadened to report about 250 county areas,
much further expansion would be required to obtain
inter-census revenue data for even the 747 counties
examined in the present study, and even more to
develop figures for smaller areas.

The Governments Division of the Census Bureau
conducts a quarterly survey of property tax collections
which yields data regularly for more than 200 major
county areas. This survey—redesigned and expanded—
could supply such figures for additional counties at
much less cost than would be needed for a
corresponding geographic enlargement of the Census
Bureau’s annual surveys pertaining to all major aspects
of local finances—revenue, expenditure, indebtedness,
and fund holdings.

Measures For Sub-County
Areas And Jurisdictions

From the very outset, it was one important
objective of the present study to explore the feasibility
of developing meaningful comparative measures of
revenue capacity and effort for sub-county areas and
individual governmental jurisdictions, as well as for
entire States, metropolitan areas and county areas. As
noted previously, there are well-nigh insuperable obsta-
cles to developing such measures for wide application in
a national context to individual local governments.
However, it should be possible to develop and use
comparative measures for individual local government
units within a State, employing the kind of estimating
methods used here but with adaptations to take account
of the State’s governmental structure and financial
assignments.

For sub-county areas the prognosis is nearly as
dismal, at least insofar as widely-applied comparisons are
concerned. The feasibility of measuring the relative
revenue capacity and effort of such areas was initially
tested on cities which had a population of 100,000 or
more in 1960, and particularly on the 113 located
within a geographically larger county area. (An
additional 17 major cities are composite city-counties,
and therefore appear in the presentation of county-area
statistics.) Major gaps or limitations of available basic
data made it impossible to develop comparative fiscal
measures for 56 of these areas. For the remaining 57, it
was necessary to take account of more than 500 local
governments—an average of nearly 10 per city—and for
every area to make estimated allocations to the city area
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(often on an arbitrary or conjectural basis) of financial
amounts for various overlying units. The results of those
efforts are summarized in Appendix A, with a
description of the data sources and estimating methods
employed.

At the municipal level, most of the basic data
problems mentioned for county areas are compounded
many-fold; many of the statistical series available to deal
with entire counties are lacking for smaller areas. There
is the additional problem of estimating allocation for
overlying local governments that serve some non-city
territory as well as all or part of the city itself. This
problem is complicated by the ongoing phenomenon of
municipal annexation. During the 1950-60 decade,
according to the 1960 Census of Population, all except
five of the 57 cities covered in the test enlarged their
territory; in 30 instances the added area included at least
10 per cent of the city’s 1960 population and in several
instances this proportion was over 50 per cent. Many
large cities are already hemmed in by other incorporated
places, making it likely that significant changes as a
result of annexation are even more common for less
populous cities.

Still greater difficulties would appear if, instead of
targeting at municipal areas, an effort were made to
develop comprehensive measures of revenue capacity
and effort for various school district areas. Of the nearly
22,000 school districts in the Nation, as reported by the
1967 Census of Governments, only 3,142 were
coterminous with a county, township, or municipality.
Thus, even decennial population figures are unavailable
for the remaining great majority of school districts. In
addition, the problem of allocation for overlying govern-
ments, as complicated by the possibility of boundary
changes, would have to be faced for school districts as it
would in the case of municipal areas.

These findings reflect the great diversity in local
government patterns across the Nation. Systematic
geographical relationships among major kinds of
units—counties, municipalities, townships, school dis-
tricts, and special districts—tend to be the exception
rather than the rule.

In the light of such considerations, there seems little
prospect—at least pending widespread significant changes
in present local government arrangements—that the kind
of effort applied here to 57 major city areas could be
extended to yield meaningful comparative measures for
more than some very small fraction of the Nation’s
thousands of municipally-governed areas or school dis-
tricts.

However, a postscript to this conclusion is
emphatically in order. A relatively limited number of
very large cities together account for a considerable
portion of the Nation’s population. Problems of



providing and financing adequate governmental services
are especially pressing in these major urban centers, and
for many of them the issue of city-county or
city-metropolitan area relations is of critical concern. In
this light, a very strong case can be made for seeking to
develop recurrent measures of relative capacity and
effort for whichever of these “largest” cities may permit
such analysis, despite the fact that corresponding
information would not become available for some others
or for smaller cities. By focusing upon a rather limited
number of areas, the complex data problems might be
held within bounds, and an extremely important body
of information should result. Something Ilike this
suggested selective approach was reflected in the ACIR
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Report, Fiscal Balance in the American Federal
System,® which included comparative local finance data
for the central cities of the 37 largest metropolitan areas,
relative to the outlying portions of their respective
SMSA’s.

Although there is little early prospect for the
development of widely-applied comparative statistics for
city areas (such as those illustrated in Appendix A),
consideration should be given to the great potentional
value of further selective efforts of this nature, targeted
especially at very large cities.

3Advisory Commission on Intergovernmental Relations,
October 1967, Washington, D.C.



Chapter 7

THE AVERAGE
FINANCING SYSTEM AS A SPRINGBOARD

The measures and methodology of the average-
financing-system approach can serve as a springboard for
further comparative analysis. Two such uses are
“simplification” and “‘reweighting.”

Simplification responds to questions such as: Is the
complexity and effort entailed in the average-financ-
ing-system approack worthwhile? Do so many revenue
components need to be treated separately? Might not
adequate results be obtained by a much less detailed
framework?

What is “adequate” is a matter of judgment, related
to the uses intended for the resulting data. A high
standard would surely be desirable if the findings were
to be built into a grant-in-aid formula. It would be little
comfort to a government which was short-changed
through imprecise measures in the formula to be told
that such instances were unusual. In the age of the
computer it is possible to apply complex calculating
processes that were formerly impracticable or very
costly—often at no greater expense than would be
incurred for a seemingly simpler process. Conceivably,
then, it might be argued that there should not be any
particular concern for simpler approaches to the mea-
surement of fiscal capacity. The aim should be to
develop the best possible indicators permitted by avail-
able data sources and technology.

But the matter is too important to be thus
dismissed. States seek measurement of this kind for their
local governments. Civic and taxpayer groups, scholars at
universities and colleges are concerned with comparative
fiscal measures. Some, who might be reluctant to
attempt research in this field, may be encouraged by
simplified methods which prove to be a reasonable
alternative to a detailed approach. On the other hand,
they could also be helped by knowing that the complex
method and a seemingly ‘‘reasonable” simpler method
yield notably different results.

Accordingly, a test comparison has been made of
revenue capacity estimates obtained from the average-
financing-system approach and from an alternative
simpler method.
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A second set of comparisons, dealing with
reweighting, responds to such questions as: Does not the
average-financing-system approach tend to endorse and
sanctify existing revenue arrangements, which are widely
recognized as faulty? Is it really desirable and proper to
weight various sources according to their present relative
importance in the State-local revenue system, or should
the weighting take account of changes that ought to be
made in that system to make it more equitable and
productive? Chapter 1 includes a discussion of these
questions, and offers reasons for measuring revenue
capacity primarily from the standpoint of State-local
financing as it actually exists. A hypothetical model of
an ideal or reformed revenue structure would have to be
based on subjective preference rather than on objective
practice. The resulting measures of relative capacity
would differ, to some indeterminate degree, from
measures directly related to existing revenue practices.

Once measures, based on an average-financing-
system, have been developed it is possible to explore
alternatives from a more informed perspective. The
present chapter describes the results of a modest effort
to adjust the weights given to certain tax components to
obtain alternative measures of total tax capacity. These
hypothetical results can then be compared with the tax
capacity estimates based on the average-financing-system
approach.

This undertaking shows specifically the extent to
which the relative capacity of various States and local
areas would be altered by the tax changes postulated. It
also illustrates the flexibility of the detailed-component
method of estimating revenue in obtaining comparative
findings based on various kinds of assumptions, by
adjusting the weights employed. (For example, if
severance taxes were entirely dropped as a potential
financing source, Louisiana, New Mexico, Oklahoma,
Texas, and Wyoming would show up materially lower in
relative revenue capacity than they do in Appendix
Table G-1. If such taxes were given a heavier weighting,
these States would move up in the standings.)



For simplicity, the alternatives explored have been
limited to tax weight adjustments. In each instance the
comparison pertains to estimates of relative tax capacity,
rather than—as would also be feasible—to estimates of
relative total revenue capacity. Proportionate changes in
aggregate revenue capacity would be somewhat less than
those indicated for tax capacity alone.

Simplification
A simplified approach to the measurement of

relative tax capacity would clearly have much to

recommend it. It should involve less time and effort and
source materials than a complex estimating procedure. It

would be easier to explain and easier to understand. This
would seem to increase the likelihood that the results
would be used. These potential advantages depend on
whether the findings from a simplified approach are
likely to be “sound.”

Methodology. Under the average-financing-system
approach, estimates of potential yield were developed
separately for each of 23 types of taxes. Under the
alternative simplified procedure, these were grouped into
four broad classes. For each such grouped class, the
geographic allocation of potential yield was based upon
a statistical measure. The resulting framework, in
relation to the more detailed average-financing-system
approach, can be summarized as follows:

The selection of geographic allocators was influ-
enced by a desire to use measures that are available
annually for States, metropolitan areas, and individual
counties.

Potential-yield amounts for each of these four broad
tax groupings were developed and summed to obtain an
estimate of total tax capacity for each State and a
sample set of individual counties. These figures were
then compared with tax capacity estimates which had
been obtained by the average-financing-system approach.
The weight given to each summary class equals the sum
of the weights given to its respective components under
the detailed AFS procedure. Any difference between the
two sets of estimates, then, must be attributable to
geographic variations in the underlying makeup of these
broad revenue components, or to the use of different
allocating bases for the simpler estimating procedure, as
compared with the more complex method.

State-area findings. Little would be gained by
reproducing the dollar amounts for each broad group or
the dollar amounts of the total. What is being tested is
the ability of this simplified measure to approach the
results of the detailed average-financing-system. The
percentage divergence of the simple estimate from the
complex estimate is shown for individual states in Table
20.

Table 20.—DIVERGENCE OF TAX CAPACITY
ESTIMATES BASED ON A “SIMPLIFIED” APPROACH
FROM THOSE CALCULATED !N DETAIL ON AN
AVERAGE-FINANCING-SYSTEM BASIS, FOR STATES

Underestimate of 15% or more (7 States):

Measure
used for

Percent geographic

of tax allocation of

revenue Types of taxes capacity

19.4 Local property taxes on non- Total
farm residential property personal
(same component under income
average-financing-system
approach)

21.2 All other property taxes Total private
(Four components under (nongovern-
AFS approach — State prop- mental)
erty taxes plus local property earnings
taxes on business and farm
property and vacant lots)

343 Sales-related taxes (Nine Earnings
components under AFS originating
approach — all general in wholesale
and selective sales taxes) and retail

trade

25.1 All other taxes (Nine Total
components under AFS personal
approach — classes not income

shown above)

Per cent
Wyoming . -37.4
Nevada -33.6
Oklahoma -21.1
New Mexico . -20.8
Louisiana . -18.1
New Hampshire . -18.1
Montana . -17.8
Underestimates of 5 to 14.9% (15 States):
Per cent
Arkansas . -14.8
Kansas -13.8
Florida -13.5
Mississippi -12.0
Arizona -11.1
South Dakota -10.9
Delaware . -10.6
Nebraska -10.14
North Dakota . . . . . . . . . . . - 98
Texas . . . . . . . ... ... - 94
Idaho . . . . . . o . . . . 0 .. - 84
Kentucky T - 81
Virginia . . . . . . . .« . . . . . - 7.2
West Virginia Ce e e - 7.0
California T - 5.0
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Table 20 (Continued)
Less than 5% divergence (20 States):

Per cent
Alabama . - 48
Colorado . - 4.7
lowa . . . . . . . . . . . . . . - 4.0
Uteh . . . . . . . . . . . L. - 3.3
Vermont e e e - 28
Hawaii . . . . . . . . . . . . . - 25
North Carolina . . . . . . . . . . . - 24
Maine . . . . . . . . . . . . . . - 22
Washington . . . . . . . . . . . . - 2.2
Oregon . . . . . . . . . . . .. -1.4
Maryland . . . . . . . . . . . . . - 09
Connecticut . - 0.8
Tennessee + 0.1
South Carolina + 0.7
Alaska + 2.1
Indiana e e e, + 24
Ohio . . . . . . . . . . . L . + 2.7
Georgia + 3.5
Michigan . + 3.6
New Jersey + 3.9

Overestimates of 5% or more (9 States):

Per cent
Missouri + 5.2
Wisconsin P [ .. + 5.7
Minnesota . . . . . . . . . . . . + 7.9
Rhode Island + 8.1
Pennsylvania . . + 8.6
Ilinois . . . . . . . . . . . . . + 8.8
Massachusetts +13.6
New York . +14.1
District of Columbia +15.1

There is considerable divergence between the two
sets of estimates. The spread is greater than 15 per cent
in eight of the 51 areas and greater than five per cent in
31 of them. The coefficient of variation or average
difference between the two figures, for individual States
is .1145, or 11 per cent. The findings reflect a standard
deviation of .109.

For a larger number of States, the simplified
method under-estimates capacity in comparison with the
detailed average financing method. The heavy “losers”
are the States that have unusually large amounts of
capacity in such unevenly-bestowed resources as
minerals or amusement taxes. Six of the seven biggest
cases of understatement are clearly in this situation. This
finding reflects a major advantage of the average
financing system: it highlights which areas are unusual
and why they are unusual. To bury (and thereby erase)
the severance tax capacity of Wyoming and Louisiana
under a broad proxy measure is to miss a sizeable
element in America’s State-local revenue structure.
Measuring capacity by detailed components does not
merely add delicate refinements; it changes the basic
picture.
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The next biggest group that lose capacity by
switching to a simple approach are the “farm states.”
Because farmers traditionally show up as relatively low
in income, and because an earnings measure was used as
a simple proxy for farm property values (along with
business property values), it is understandable that the
capacity of agricultural States would not show up as well
in the simple measure as in the detailed measure that
used actual market values of farm property to measure
capacity.

In general, the States with relatively high income
and few unusual capacity components show up as
“richer” with the simple measuring rod. As Table 20
indicates, both the number of States and the extent of
divergence are relatively small in which the simple
method overestimates tax capacity. However, this group
includes a majority of the Nation’s most populous and
urbanized States, for which the indicated differences
could involve sizable dollar amounts of any Federal
grant-in-aid arrangement.

Local-area findings. To make a similar comparison
at the local level of tax capacity as estimated from
detailed type-of-tax components and on a simplified
basis, a 1-in-13 random sample was selected from among
the 747 county areas listed in Appendix Tables G-11 to
G-13. This supplied a sample panel of 51 counties,
exclusive of a few areas for which needed basic data
were unavailable, as indicated in those tables. The kinds
of calculations that had been applied to entire States,
were carried out for each area.

Even greater divergence between the two sets of
estimates appears at the individual-county level than at
the State level. In the average instance, the “simplified”
approach yields a county-area capacity figure differing
by 18 per cent from the estimate developed from
detailed tax components. The average difference for
States was 11 per cent. For about one-fourth of all the
sample counties, the divergence was at least 20 per cent,
and for about one-third it was between 10 and 20 per
cent. For only nine of the 51 counties were the two
figures within five per cent of one another.

When these 51 areas are subclassified by type, as
shown in Table 21, we find clear patterns of divergence.
The “simplified” measure generally runs below the more
sophisticated capacity estimate among (1) counties that
comprise entire metropolitan areas, (2) those that make
up an outlying part of a multi-county SMSA, and (3)
sizable non-metropolitan counties.

The contrast between the central and outlying
portions of multi-county SMSA’s is especially obvious.
At least one reason for this can be suggested. To
estimate capacity for residential property taxes, personal
income (on a where-earned basis) was used. The residen-



Table 21, DIVERGENCE OF COUNTYWIDE TAX CAPACITY ESTIMATES
BASED ON A ““SIMPLIFIED” APPROACH FROM THOSE CALCULATEDIN
DETAIL ON AN AVERAGE-FINANCING SYSTEM BASIS, BY TYPE OF COUNTY:

196667
Counties in multi-county SMSA’s
Divergence of “‘simplified” Entire- Non-SMSA
estimate from detailed- All SMSA Non- counties of
component estimate counties counties Central central 50,000-plus
Number of sample counties 51 7 14 13 17
Per cent of sample counties:
Total . . 100 100 100 100 100
Plus 20 per cent or more 10 — 36 - -
Plus 10 to 19.9 per cent 6 - 7 - 12
Plus 5 to 9.9 per cent 10 — 21 8 6
Less than 5 per cent 18 29 14 — 29
Minus 5 to 9.9 per cent 16 29 14 8 18
Minus 10 to 19.9 per cent . 27 29 7 38 35
Minus 20 per cent or more . 14 14 - 46 —

tial property tax is a major component of the all-tax
total. Because in most large SMSA’s there is more
in-commuting than out-commuting to the central
county, the use of income on a where-earned basis
results in crediting the central county with greater
capacity (and neighboring counties with less) than is
obtained from direct measurement of residential prop-
erty tax capacity through the more sophisticated esti-
mating approach.

The unsatisfactory nature of the simplified method
is even more obvious when one compares the results for
some well-known areas that happen to fall within the
test sample group:

Per capita revenue capacity

Central Detailed Simpli-
SMSA compo- fied
city nent method Per cent
County included estimate estimate difference

Cook, Iil. Chicago $483 $594 +23
Baltimore City Baltimore 435 556 +28
Hennepin, Minn. Minneapolis 517 631 +22
Clark, Nev, Las Vegas 641 386 -40
Essex, N. J. Newark 475 564 +19
New York City New York 520 689 +32
Schenectady, N.Y. Schenectady 367 489 +33
Bucks, Penna. XXX 353 273 -23

It thus seems even more evident at the local-area level
than at the State level that the kind of simplified
approach tested does not afford a satisfactory substitute
for more complex estimating methods. Perhaps a better
fit might be obtained with some alternative “few-factor”
procedure, but in view of the data problems reviewed in
Chapter 6, the prospect does not appear promising.
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Reweighting

More than 20 tax sources were dealt with in the
average financing system, providing ample possibilities
for changing weights. The separate estimation of
capacity for each tax presents an opportunity for fine
tuning. Whether the question is what should be or what
shall be, the tax components in the average financing
system provide a solid framework of what is.

In the present section, three simple reweightings
have been performed to serve as an illustration of the
possibilities. In this example, all the changes begin and
end on the capacity side of the fiscal picture. The
question posed is not: How much more money could
have been raised in 1967 if all the State governments had
used income taxes, or sales taxes or some other revenue
source, x times as intensively as the national average?
Rather, the question is structured: Suppose that the
relative role of corporate income taxes and tobacco
taxes had been reversed in 1967, so that the weights
given to these components of the State-local revenue
structure were accordingly different; how would that
have changed the total capacity of each State?

The reweighting calculations postulate that State
and local governments had obtained three times as much
revenue in 1966-67 as they actually did from individual
income taxes and death and gift taxes, and that their
collections from certain other taxes were correspond-
ingly less. In other words, tax capacity was recalculated
with a triple weighting given to the income and death
tax components, and the weighting for other sources was
cut back enough to keep the resulting nationwide total
of tax capacity equal to total tax revenue. Tax capacity
of a State or local area would change depending on the
relative role of various tax bases in its capacity profile.
The net change in tax capacity is under examination.



State-area findings. Tables 22 and 23 present the
results of the three reweightings of tax capacity
calculated for individual States with the offsetting
reduction in tax capacity credited respectively to all
property taxes; local residential property taxes; and all
State and local tax sources other than individual income
and death taxes.

These hypothetical shifts in the State-local tax
structure were chosen partly because the State-local
revenue structure has been trending in this direction.
Individual income taxes rose from 9 to 12 per cent, and
property taxes dropped from 43 to 40 per cent of the
total tax yield during the past three years. And it is
widely argued that the shift should go further, on
various grounds: Income and death taxes are generally
progressive, whereas the property tax is regressive; in a
non-agricultural society, income and death taxes
measure ability to pay better than property taxes;
residential property taxes are said to be an unconscio-
nable excise tax on the purchase of shelter. The point is
not whether the argumentation is convincing or not; that
would be a crucial point if the study presented a model
revenue system instead of existing conditions. The point
is to illustrate how the data developed with the
average-financing-system approach can be used to
measure relative revenue capacity under various
hypothetical or prospective conditions, as well as under
those that now exist.

A number of observations can be drawn from these
tables.

The percentage changes are generally rather minor.
Individual income and death taxes contributed a small
part (9.3 per cent) of all State-local tax revenue in
1966-67. Thus, while triple-weighting for these sources
may sound ““drastic,” it involves an adjustment in the
geographic allocation of capacity for only 19 per cent of
the nationwide all-taxes total. And, of course, for each
State the threefold multiplication of estimated potential
yield for these particular sources is offset by an assumed
reduction in the potential yield from other kinds of
taxes—i.e., cut-backs in capacity estimated alternatively
for all property taxes (by 46 per cent), for local
residential property taxes only (by 97 per cent), or for
all State-local taxes other than individual income and
death taxes (by 21 per cent).

Under the first and third alternative reweightings,
there are about twice as many losers as gainers. In each
of these instances, a few very populous States account
for most of the net dollar gain in estimated tax capacity,
with offsetting reductions spread out over many smaller
States. However, under the second reweighting (with
capacity reduction assumed only for local property taxes
on nonfarm residential property), the States are about
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evenly divided as to gain or loss. Furthermore, that
switch would involve considerably less change in the
standings of individual States than either of the other
reweightings tested. This indicates a generally close
correlation, among the various States, between personal
income and the value of nonfarm residential property.

When “all property taxes” are taken as the
offsetting capacity element, much more divergence
appears. States with high income levels tend to be
gainers. However, the converse is not true. It is not the
lowest income States that show up as especially heavy
losers. Rather, it is the group of States that have a
relatively high proportion of their total capacity
accounted for by the farm property tax base. Of the ten
highest-percentage losers under this reweighting, seven
are among the ten States in whose capacity picture farm
taxation looms largest.

The greatest divergence is found for the third
alternative reweighting, where the offset to the triple
weighting for income and death taxes is spread among all
other tax sources. This, of course, is not surprising, for
with this approach the adjusted capacity estimates
reflect a dampening down of unusuval tax-base
characteristics fully reflected in the average-financing-
system approach, which are often not closely related to
State income levels.

Local-area findings. Reweighted tax capacity esti-
mates were also developed for the subsample of 51
county areas. In this instance only two alternatives were
considered, with the reduction to offset the tripling of
income and death tax capacity applied respectively to
property taxes as a whole (but not separately for
residential property taxes) and to all taxes other than
individual income and death taxes. The results are
summarized in Table 24.

Again, in this instance, the indicated shifts in tax
capacity appear rather modest, although as might be
expected they tend to run higher and reach wider
extremes among counties than among entire States.
When the offsetting capacity reduction applies to
property taxes, the areas divide about evenly in gain or
loss with reweighting. However, when the offset applies
to all taxes other than income and death taxes, the
losing areas outnumber the gainers by 2-to-1.

The shifts differ strikingly in different kinds of
areas. With both of the reweightings tested, gains in
estimated tax capacity show up especially for the central
counties of multi-county SMSA’s, and losses for most of
the outlying counties of metropolitan areas. This is to be
expected, in view of the additional weight given in the
adjusted capacity estimates to personal income, as
available from the Office of Business Economics on a
where-earned basis. For other kinds of county areas



Table 22. PER CENT CHANGE IN TAX CAPACITY W¢TH TRIPLE WEIGHTING
FOR INDIVIDUAL INCOME AND DEATH AND GIFT TAX CAPACITY AND OFFSETTING REDUCTION
OF WEIGHTS FOR SPECIFIED OTHER TAXES, FOR STATES: 1966-67

Reduction of capacity Reduction of capacity
weighting applied to— weighting applied to—

Local All taxes Local All taxes

All residential other than Al residential other than

property property income and property property income and

State taxes taxes death taxes State taxes taxes death taxes
Alabama —2.5 -2.8 -4.3 Missouri —-0.6 1.2 —1.2
Alaska 1.3 55 Q0.7 Montana —-6.8 1.7 —6.8
Arizona -39 —2.6 —4.4 Nebraska -5.2 -1.0 —4.1
Arkansas -6.8 -4.7 -8.2 Nevada —3.6 -3.6 -5.7
California -1 —4.0 0.2 New Hampshire —-1.3 —4.0 —2.0
Colorado —22 —0.8 —3.0 New Jersey 3.7 1.7 4.0
Connecticut 7.0 3.1 7.8 New Mexico —4.2 - —6.9
Delaware 38 39 49 New York 3.2 1.0 5.1
Dist. of Coi. 19 —0.1 23 North Carolina -34 -3.1 —4.7
Florida —4.0 -73 -3.7 North Dakota —7.2 2.8 —-8.2
X Ohio 0.8 0.8 1.1
Georgia —08 —03 —3.0 Okiahoma 63 -33 6.6
Hawaii -24 —-4.3 0.1 Oregon 2.7 3.1 29
ldf"ho. —45 2.9 —6.1 Pennsylvania 2.6 3.5 23
Wiinois 22 29 3.0 Rhode Istand 5.9 4.0 46

Indiana 0.1 34 —0.8
South Carolina 0.7 4.1 —-3.8
lowa —4.2 1.1 -3.4 South Dakota -8.5 0.7 -8.2
Kansas —5.0 —23 44 Tennessee -15 -1.0 -3.0
Kentucky -3.7 -3.7 —4.7 Texas —-1.1 4.2 -3.2
Louisiana -36 0.5 —6.1 Utah -5.0 -3.9 -54
Maine 0.3 -1.7 -1.8

Vermont 0.3 1.5 -3.0
Maryland 5.7 2.0 6.0 Virginia —06 —35 —0.7
Massachusetts 4.1 1.9 35 Washington —17 —34 —0.4
Michigan 23 14 23 West Virginia —-2.7 - -3.5
Minnesota -12 3.0 28 Wisconsin -0.4 —-0.4 -0.5
Mississippi -6.2 -5.1 -8.0 Wyoming =76 =11 —8.7

presented in Table 24, greater diversity appears in the
effects of reweighting upon tax capacity. Especially with
the second alternative, however, most of the counties
other than those at the center of major metropolitan
areas show less capacity than is calculated for them
under the average-financing-system approach.

Implications of the test findings. The comparisons
described above are purely illustrative, and do not begin
to exhaust possible departures from the average-
financing-system approach to the measurement of fiscal
capacity. Reweightings need not necessarily apply to
only particular-tax classes, but could be carried out for
groupings of sources. Thus it would be possible to
calculate an alternative set of capacity data by changing
the relative weights for “personal taxes” and “business
taxes,” as summarized in Table G-6, or for other
combined sets of detailed tax classes.

The development of such ‘‘adjusted” capacity
measures need not merely be an academic exercise. The
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Table 23.—DISTRIBUTION OF STATES ACCORDING TO
PERCENT CHANGE IN ESTIMATED TAX CAPACITY WITH

TRIPLE WEIGHTING FOR INDIVIDUAL INCOME AND
DEATH TAX CAPACITY AND OFFSETTING REDUCTION
OF WEIGHTS FOR SPECIFIED OTHER TAXES: 1966-67

With reduction of capacity
weighting applied to—

Divergence of reweighted

capacity estimate from

Local All taxes other

average-financing-system All residential than individual
estimate of tax capacity property property income and
taxes taxes death taxes

Plus 6 to 7.9 percent 1 - 2
Plus 4 to 5.9 percent 3 4 4
Plus 2 to 3.9 percent 6 9 5
Less than 2 percent . 17 21 10
Minus 2 to 3.9 percent . 10 11 12
Minus 4 to 5.9 percent . 7 5 8
Minus 6 to 7.9 percent . 6 - 5
Minus 8 to 8.9 percent . 1 - 5
Average percent

divergence . 33 26 4.0




results could lend themselves to policy-making and fiscal
administration needs of States and the Federal
Government. For example, specifically-planned re-
weightings might be used to obtain comparative data on
relative revenue capacity and effort that reflect

prospective or desired patterns of financing, rather than
(as under the average-financing-system approach) re-
flecting directly the relative importance of various
revenue sources at some recent period. Such possibilities
are more fully discussed in Chapters 4 and 8.

Table 24.—PERCENT CHANGE IN TAX CAPACITY WITH TRIPLE WEIGHTING FOR INDIVIDUAL INCOME AND
DEATH AND GIFT TAX CAPACITY AND OFFSETTING REDUCTION OF WEIGHTS FOR SPECIFIED OTHER
TAXES, FOR SAMPLE COUNTY AREAS, BY TYPE: 1966-67

Change in estimated
tax capacity

Counties in multi-county SMSA's

Non-SMSA counties of

All counties! Entire-SMSA counties Central Non-central 50,000-plus

With reduction of capacity

weighting applied to property

taxes—percent of counties:

Total . .. 100 100 100 100 100

Plus 10 percent or more . . 6 0 14 0 6
Plus 5to 9.9 percent . . . 8 14 14 0 6
Plus 2 to 4.9 percent R 14 29 14 8 12
Less than 2 percent . 33 0 50 23 41
Minus 2 to 4.9 percent . 25 43 7 31 29
Minus 5 to 9.9 percent . 14 14 0 38 6
With reduction of capacity

weighting applied to all taxes

other than income and death

and gift taxes—

percent of counties:

Total . .. 100 100 100 100 100

Plus 10 percent or more . . 4 0 7 0 6
Plus 5 to 9.9 percent 10 0 29 0 6
Plus 2 to 4.9 percent 10 14 14 8 6
Less than 2 percent . 27 29 21 15 41
Minus 2 t0 4.9 percent . 29 29 29 23 35
Minus 5 to 9.9 percent . 20 29 0 54 6

1As to number and selection of sample counties, see Table 21 and related text discussion.
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Chapter 8
POTENTIAL STATE GOVERNMENT USES

Measurements of fiscal capacity and effort are
intended for practical use in comparisons across State
lines as well as for measuring local capacity and effort
within State borders.

The capacity and effort measures in the first seven
tables of Appendix G attempt to provide a broader
framework for State officials to evaluate fiscal
conditions within their States.

The capacity measures provide some illustrations.
To know, in a general way, that Arkansas is a “poor”
State is not particularly helpful to a decision maker in
that State. To know, however, (from Appendix Table
G-2) that the relative capacity of Arkansas is much
stronger in the field of sales taxation than in the field of
income taxation is likely to be more helpful. The fiscal
measures help in ascertaining how the various types of
revenue capacity are distributed within a State. A
national perspective for examining this percentage
distribution is an advantage; a framework for compari-
sons with neighboring States is an even bigger advantage.
(In this connection, it would be of value for legislators
to know whether or not they are making good use of
their relatively strong points.) But for many purposes,
the detailed revenue-capacity view of the home State
might have the most meaning,.

For example, if Nebraska and New Jersey were to
determine that they derive a larger-than-average per-
centage of revenues from property taxation, they may
weigh the pros and cons of being “out of line” and may
consider alternative sources. They would be aided by
comparing the relative effort of their own local areas on
specific revenue sources with the national average. These
comparisons could also be made with local areas of like
size around the country, or with those in similar
circumstances, or with competing areas—especially in
continguous States. North Dakota might wish to
continue the practice of heavier-than-average local
financial responsibility, but have doubts about the
implications on property taxes on housing. It can
compare its relative reliance on this part of the property
base with that in local areas elsewhere, especially in
some of the neighboring farm States. In more general
terms, a State may be much impressed by the argument
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(heard with increasing frequency) that greater assump-
tion of functional and financial responsibility by State
governments will lessen the need to use property
taxation so intensively. In this context, a view of the
State government capacity figures will offer a quanti-
tative basis for studying alternatives.

The State that finds it is disproportionately strong
in State government revenue sources—as compared with
local government sources—may consider shifting a
larger-than-average share of financial responsibility to
the State level. Some State government policy-makers
may suggest that the State assume a larger role in raising
the non-Federal share of grants-in-aid in a world that
sees economic centralization and economic interde-
pendence increase day by day. How might the State take
on relatively more fiscal responsibility? The detailed
measures in Appendix G facilitate hypothetical re-
assignments of weights to different revenue sources to
aid in answering that question. An illustration of this for
all the States rather than a single State, appeared in
Chapter 7.

Business taxes and personal taxes. In Appendix
Table G-6, certain taxes were grouped under the
headings of “Business Taxes” and ‘“Personal Taxes.”
Although three-quarters of all business taxes are
collected by local governments as property taxes, any
significant policy decisions about these groupings are
likely to be made at the State level.

One reason for grouping taxes under these headings
is the industrial development issue. State and local
governments manifest broad concern about attracting or
driving out business firms by their tax practices. Another
reason for the division is “tax burden.” It is generally
thought that the burden of taxes on business is more
likely to be shifted beyond State or local borders than is
the burden of personal taxes. A corporate income tax or
a local property tax on a corporation’s factory is a good
example. Economists estimate that part of the tax may
be paid by shareholders (lower profits), part paid by
employees (lower wages and fewer jobs), and part paid
by consumers (higher prices). Thus, Chevrolet purchasers
in Des Moines may well be contributing to the cost of a



local school in St. Louis (where the Chevrolet assembly
plant is located and where it pays property taxes).

The industrial development consideration argues for
a policy of low business taxes in order to attract
industry, while the tax burden consideration suggests
high business taxes in order to shift the final payment of
taxes to other parts of the country. Depending on which
consideration is found more convincing, a State may
decide to increase business taxes or decrease them. The
information in Appendix Table G-6 (and in the other
State tables) can assist the decision. First, it shows the
State’s present capacity and effort as compared with
other areas. Second, it indicates the quantitative effect
of changes in policy.

Suppose that officials in Alabama and California
independently concluded that it would be appropriate to
utilize business taxes 20 per cent more intensively than
the national average. For Alabama, (where business tax
effort is 53 per cent of the U.S. average), this would
mean more than doubling its business tax revenues, Or,
put another way, it would mean that its personal taxes
in 1966-7 could have been reduced 23 per cent without
any loss of total revenue. In California, the same policy
decision would lead to very different results. Since
business tax effort in California is well above the
national average, a decision to tax business 20 per cent
more than the national average would entail a 7.2 per
cent increase in personal taxes to keep total revenues
unchanged, or else a 3.5 per cent drop in revenues.

Suppose that the National Governors’ Conference
and the national organizations of State legislators agreed
that existing State and local taxes on business should be
reduced. This agreement might be based on awareness
that competition among States and localities to attract
business through tax policy is self-defeating, on the
arbitrary (and often unknown) manner in which the
final burden of business taxes is shifted, on the
impossibility of determining a particular State’s
“proper” share of a national corporation’s total tax
payment, on the serious problems associated with local
assessment of large business properties. The information
in Appendix Tables G-1 through G-6 would permit the
Governors and the legislators to measure the effects of
such a policy on each State. This information would be
essential to making policy implementation both
equitable and palatable. This illustration highlights the
fact that State officials may find fiscal measures useful
not only for making policy decisions within their own
States, but also for seeing areas of common interest
among the States.

The relative effort measures can be equally
informative. They tell a State how its practice compares
with practices in other States, where it is “out of line”” in
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its use of its fiscal resources, and where it might look for
additional revenue.

Search for new State tax revenues. A first step in
the search for new State revenues could be the
comparison of State use of tax sources with the national
average. “Underutilized” sources would seem to be a
reasonable place to start the search for money, for they
could produce funds without pushing the State out of
line with other States. More helpful would be estimates
of which tax sources would bring in the greatest
amount of revenue if used at the level that is average
around the country. The information would be
especially useful if assembled in a form indicating how
much additional revenue would be gained.

This section presents State-by-State figures that bear
directly upon these questions. Because they reflect
conditions as of 1966-67, the data have become
somewhat outdated as a result of subsequent changes in
tax legislation. Nevertheless, they should illustrate one
way that detailed comparative measures of tax capacity
and relative tax effort can be drawn upon by States for
policy-making purposes.

For each State, Table 25 shows: (1) The percentage
increase in total tax revenue that would have occurred if
use of all “underutilized” tax sources had been brought
up to the national average level (without reducing rates
for the other sources already being used at or above the
national-average-rate); (2) the number of separate
“underutilized™ sources; (3) which of the major tax
classes show up as part of the “underutilized” group;
and (4) the two types of taxes that would yield the most
additional revenue with average-rate use.

The examination of below-average effort ratios is
not meant to indicate the total amount of what is
sometimes called “unused tax capacity.” Such a term
would presumably mean the net amount of additional
revenue that a State could raise if it utilized all of its
potential tax resources at the national average. That is
not what is being examined here. If that were the
meaning, a State like lowa, for example, would
obviously have no unused capacity, for its overall tax
effort index is 104, as reported in Appendix Table G-4.
The same would be true for the other 20 States with a
tax effort index of 100 or more. Only those sources in
which the effort ratio is below 100 are examined here.
Tax sources with effort ratios above the national average
are disregarded. (This is certainly not to imply that State
policy makers can disregard above-average effort ratios
in their decisions.) Thus, there is no netting of pluses
and minuses. The process is a summation of the minuses.

For the same reason, the information provided in
this section does not attempt to indicate which State is
“trying harder.” Overall tax effort measures provide that



Table 26.—REVENUE POTENTIAL FROM “UNDERUTILIZED” TAX CLASSES, FOR STATES, 1066-7

Major tax classes involved

Percent
addition Number Nonfarm
State to of tax resi- _|ndividua|

actual classes dential Business Farm General income & Motor Motor Corporate

revenue  involved property property property sales earnings vehicles  fuel income
Alabama . . . . . 38 10 XX XX X X
Alaska T 32 10 X XX X XX
Arizona . . . . . 11 13 XX XX X
Arkansas . . . . . 33 10 XX XX X
California L. 10 11 XX
Colorado . . . . . 10 15 X X XX X X
Connecticut . . . . 22 10 X XX X
Delaware . . . . . 51 13 x XX X XX
District of Columbia . 26 8 XX X X X
Florida . . . . . 28 11 XX X X XX X
Georgia . . . . . 23 1 XX XX x X
Hawaii . . . . . 21 13 XX XX X x
ldaho . . . . . . 17 12 XX X X XX X
Illinois . . . . . 30 10 XX XX X X
Indiana . . . . . 18 11 X XX
fowa . . . . . . 13 9 XX XX
Kansas . . . . . 19 13 XX X X
Kentucky e e 36 10 XX XX b3 X
Louisiana e 32 10 XX XX X X X
Maine . . . . . . 17 8 XX X XX
Maryland [ 10 10 X XX X XX
Massachusetts . . . 14 8 XX
Michigan . . . . . 21 11 X XX X X XX
Minnesota . . . . 20 8 XX XX x
Mississippi . . . . 25 11 XX XX X X
Missouri . . . . . 24 16 X XX X X X XX
Montana . . ., . . 31 9 X XX XX X
Nebraska . . . . . 49 13 X X XX XX X x
Nevada . . . . . 50 16 XX X X XX X X X
New Hampshire . . . 47 11 XX XXX X X
New Jersey . . . . 28 13 X XX XX X x X
New Mexico . . . . 3 12 XX XX X X X x X
New York . . . . 6 8 x
North Carolina . . . 29 12 XX XX X X X
North Dakota . . . 14 11 XX XX X X
Ohio . . . . . . 32 13 x XX XX x x
Oklahoma . . . . 33 14 XX X x XX X X X
Oregon . . . . . 25 11 x XX X
Pennsylvania . . . . 27 10 XX XX X
Rhode Island Lo 17 9 XX
South Carolina . . . 24 12 XX XX x X
South Dakota . . . 14 11 x XX X X XX
Tennessee e e 26 13 x XX x XX X
Texas . . . . . . 40 16 X x X XX XX X X X
Utah . . . . . . 12 11 XX XX x X
Vermont N 21 7 XX X X
Virginia . . . . . 32 11 XX 20X x x
Washington . . . . 33 1 XX x X XX X
West Virginia . 32 12 XX XX X x X
Wisconsin e 13 10 XX X
Wyoming . . . . . 49 14 XX X XX X X

?Of 20 type-of-tax classes; see text.
Note: The symbol “xx’’ indicates sources from which the greatest addition of funds could be collected.
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information. This illustration is nor meant to suggest
that every State should use each tax base up to the
national average level. It is an illustration of how
detailed comparative data may be used by decision
makers in their search for revenues. This illustration is
based on 20 separate tax sources, which were derived by
combining local payroll taxes with State income taxes,
local general sales with State general sales taxes, and
uniting State and local taxes on motor vehicles.

Table 25 is designed primarily for those seeking
information from the viewpoint of their own States but
is also useful for the national, or overall, viewpoint. For
all the State areas taken together, actual tax revenues in
1966-7 would have been 21 per cent higher if the
governments in each State used 100 per cent effort on
those particular sources in which effort was below
normal. Of that potential 21 per cent increase in tax
revenue, about two-thirds would have come from using
existing taxes more intensively, and one-third from
initiating new taxes. Predictably, general sales taxes and
income taxes would provide most of this addition to tax
revenue.

In general, States that could add the largest relative
amount of funds by further exploitation of certain tax
sources are also the States that have the lowest overall
tax effort ratios (Appendix Table G-4). Thus, of the ten
States with the highest percentage figures in Table 25,
seven are in the lowest fifth of all States in terms of
relative total tax effort. The picture at the other end is
similar: of the ten States that have relatively least to gain
from heavier use of “underutilized” tax sources, eight
are among the top ten total effort States. This general
pattern is not always the case. Delaware, for example,
has the largest percentage in Table 25, but there are 14
States with an overall tax effort below Delaware’s.

Table 25 suggests that the tax bases that loom
largest in the national scene are the ones with the
greatest potential for new revenue. The two major
potential producers in each State were picked out,
totalling 102 items. Ninety of the 102 are in the eight
major classes shown in the table. Residential property
taxation is singled out 21 times, general sales and
individual income taxes each 18 times, and business
property taxes 17 times. Eight of the 18 States in which
general sales taxes would produce more revenue did not
have this kind of tax; the other ten would gain revenue
from more intensive use. Individual income and earnings
taxes would have had to be newly enacted in 11 of the
18 States in which this source would have provided a
major addition to revenues.

In four States, only one of the eight major tax
sources is used at sub-normal levels. For two of these
States, the picture is especially dismal, inasmuch as their
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total tax effort ratios are already far above average: 121
per cent for Massachusetts and 138 per cent for New
York. The prospects are much brighter elsewhere.

There are three States in which seven of the eight
major sources are still open to further utilization: New
Mexico, Nevada, and Oklahoma. Texas has all eight
major classes available. And in three of these four States,
the range of choices is made still more attractive by the
fact that their overall tax effort index is well below the
national average.

Interstate differences in the number of different tax
classes available for further use are significant. Two
States have 16 to 20 to pick from while one State at the
other extreme has only seven. Even though the relative
amounts available from these sources are quite different,
a wider range of choices is likely to be more welcome
than a narrow range.

The data presented here and in the Appendix Tables
also can be used when the policy objective is tax relief.
If property tax relief is the target, but there is question
of whether it should be directed especially toward home
owners or business firms, the debate may be helped by
knowing how a particular State compares with others in
its exploitation of the residential portion and business
portion of the property tax base. The prospect of tax
relief in one field almost always necessitates a tax
increase in another field, bringing the decision makers
back to a search for new revenues.

The policy issue of transferring financial responsi-
bilities from local governments to the State level is
related to the tax relief matter. For example, the
Advisory Commission on Intergovernmental Relations
recommended in 1969 that State governments assume
greater responsibility for the financing of education.
Implementation of the recommendation would likely
entail a notable trade-off among tax sources used by
State governments and those used by local governments.
In terms of Table 25, it would probably mean a relative
easing of local property taxes and a relatively heavier
leaning on one or more of the five major tax classes used
more generally by State governments. Which of the
latter are the most promising candidates for further
utilization? Table 25 suggests some starting points for
the discussion.

State Use of Local Measures

The fiscal profiles of larger local areas may be
treated as a special group for certain purposes, such as
the urban crisis—so much of which is grounded in
governmental finances. Seven States have more than 30
such major county areas. To determine how they
compared among themselves within each State, the



measures shown (that include adjustments for within-
State patterns of raising revenues) would be especially
helpful. In addition to the information in the main
tables (Appendix G), some analysis of the State-by-State
ranges and variations was presented in Chapter 2 (Tables
10 and 11).

Comparisons around the Nation reveal a wide
variation in local capacity measures. In total revenue
capacity, there appears among the major counties of the
country a range of 6.7 to 1 (from $823 per capita to
$123 per capita). For local government revenue sources
alone, the range in per capita capacity is even greater,
11-to-1. .

Within States, the ranges were narrower. Still, as
indicated by Table 13, the capacity range among major
counties was at least 2-to-1 in 20 States.

Inasmuch as the Office of Business Economics has
begun to make income figures available for all of the
Nation’s counties, some State officials may wonder if
income data might serve as an adequate indicator of
fiscal capacity. As discussed in Chapter 2, an
investigation of this possibility was made (using 1959
median family income for each county). The results
indicate that estiinated revenue capacity (as developed
here) and personal income data do not fit one another
closely, even for the major counties within a single State.

One policy conclusion that clearly emerges from a
single State’s use of fiscal measures is that the concern
now shown in many State aid programs for variation in
local fiscal capacity is well-grounded. There is much to
“equalize.” It is to be expected that the differences in
county-area capacity would be still greater if all the
counties, even the smallest, were included. The wider
variation found in fiscal capacity than in income also
carries policy implications for State officials. It seems to
indicate that there are greater local differences in ability
to support a *“‘public standard of living” than in ability
to support a “private standard of living.”

Each State would want to decide whether to view
the capacity of its local areas in terms of total revenue
capacity (as defined in this report) or in terms of
property tax capacity. In the vast majority of equalizing
school aids, property tax capacity currently is used as
the basis of adjustment. The question of which measure
to use is not an idle one. For one thing, there are real
differences in the relative share of total capacity that is
provided by property (Appendix Table G-13). But, when
the focus switches to particular-State practices, the
relative importance of property taxes diverges very
markedly from State to State. As a result, nationwide
generalizations about using property tax capacity as
equivalent to total local capacity lose much of their
validity. Property tax revenue is only about one-fifth of
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all locally-raised revenues in Alabama, whereas it is more
than four-fifths in New Hampshire. Property tax ca-
pacity, therefore, might be a reasonably adequate proxy
for local fiscal capacity in New Hampshire, but it would
be far from adequate in Alabama. For all the States,
property taxes provide 62 per cent of all locally-raised
revenues.

State Use of Methodology

Many of the difficulties and limitations encountered
in a nationwide study of local fiscal capacity and effort
do not appear if a similar approach were to be employed
within a single State. Cut away at a single stroke is the
worrisome adjustment to differing divisions of responsi-
bilities between a State and its subordinate units. In this
connection, a one-State study can omit State govern-
ment finances. Since State revenue sources are so much
more numerous than locai ones, this reduces the task
considerably.

Even after the scope has been reduced to local
government sources, still further simplification will
occur within an individual State. Instead of looking at
more than twenty tax and non-tax revenue sources used
by local governments around the country, only the
sources actually utilized in the particular State would be
included. Then, too, each revenue source can be defined
with the precise meaning it has in a single State rather
than with an *“‘average” meaning that strives to embrace
all States.

Data sources would be more readily available. And
they would be available in the form most pertinent to a
particular State’s needs and preferences. The unique
value of an average-financing system lies in the fact that
it bases its measurements on existing practices. For
sound reasons, it is necessary in a nationwide effort to
lump together the existing practices of different kinds of
local governments and treat them as if they were a
homogeneous group. With State data sources, however,
and with adjustment for a particular State’s fiscal
system, the data for counties or for school districts or
for cities can be collected, measured, compared, and
interpreted as separate classes. The individual State also
has an advantage regarding data sources. Property values
provide a good illustration. A major challenge in a
national approach to local finances is establishing a
sound basis of comparability for property base data. The
State can, in theory at least, escape this difficulty. If
information on local property assessment and equal-
ization is not in a form that satisfies the State
government, it can mandate better procedures and
uniformity.



It would be a mistake, however, to conclude that
the adaptation of an average financing system to an
individual State’s local jurisdictions is completely free of
problems. For a State policymaker, the desire to deal
with an individual local government rather than a local
area increases; the overlapping layers of local govern-
ment, therefore, become more troublesome. The
property tax, as a revenue source, becomes much more
important when only local finances are considered. Yet,
even for a particular State, property capacity yields to
careful measurement only with great reluctance. For one
thing, the State cannot deal with just the larger local
areas as is done in this study; it would need property
base data for the smallest subdivision in the State. Even
when it does manage to meet this challenge, the State
knows that year-to-year variations will increase in
importance as smaller areas are included.

The seriousness of the problems encountered in a
State’s adaptation of an average-financing-system will
vary from State to State. One factor that will influence
the simplicity or complexity of the task is the structure
of local governments. For example, the absence of
townships and separate school districts in Virginia,
coupled with the fact that counties do not overlap
municipalities, greatly facilitates fiscal measurement of
individual jurisdictions in that State. On the other hand,
New York State not only has many different
combinations of overlapping jurisdictions, it also assigns
the property assessment function to small sub-county
units of government. The development of fiscal measures
in New York is made still more difficult by the fact that
the property tax base helps support jurisdictions in each
class of local government—counties, cities, villages,
towns, school districts, and special districts.

Granted that property alone is an incomplete
measure of relative local fiscal capacity, the fact remains
that property taxes are too large a part of local financing
to permit indifference at the State level. The reformers
and their descendants who successfully urged State
governments to get out of the property tax field are now
entreating them (less successfully) to return to it. State
statutes and constitutions do, of course, govern and
regulate many aspects of local property taxation, but
not sufficiently to insure efficiency and equity. Does the
methodology developed here for dealing with property
tax capacity have any relevance for State officials? At
least as far as business property is concerned, the answer
may be yes.

Major problems concern the assessment of very large
properties that never or rarely are sold. Their size and
unusualness make appraisal very difficult to begin with.
Then, too, the rarity with which they change hands sets
the assessor adrift without the rudder of sales value to
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aid him. Since State governments are generally
responsible for assessing utility properties, the problem
now under discussion refers primarily to assessment at
the local level of large business properties (industrial and
commercial). This difficulty of business property
assessment has led to a reluctance among scholars to
attempt comparisons of property values and property
tax rates among local areas, even apart from any
question about the competence of assessing personnel.
Yet, “equalizing” State education grants (generally tied
to a property valuation factor) are compelled to base the
size of aids on just such inter-area comparisons.

To put its school aids on a solid basis, a State may
decide to do its own assessment of large business
properties or to equalize local assessments of such parcels
more carefully. Yet, this only pushes the problem
of uniform assessment one step higher. In the absence of
sales guidelines, the State still needs some consistent
method for dealing with the valuation of large business
properties. As explained in Chapter 2, and more
especially in Appendix D, a new approach has been
developed in this study to deal with this important
feature of local finance. The approach basically relates
the property value of various types of business
establishments to the earnings that originate with them.
{Appendix D describes how ratios of earnings to
potential tax yield were calculated for 56 different
industrial classes.)

The special value of the valuation method used for
business property in this project is its relative nature.
That is, it permits inter-local comparisons because of its
consistent procedure applied within the framework of
existing tax yields from business property taxation.
Thus, there would seem to be special value in using this
approach in conjunction with State-local aids, where
comparability is of the essence.

Re-evaluation of fiscal arrangements. State use of an
average-financing-method to measure the fiscal capacity
and effort of local areas has a particularly rich potential
in the light of each State’s sovereign power over its
subordinate units. A State can change the local financial
system whenever that system is judged unsatisfactory.
Fiscal capacity, when measured by the revenue system
currently operating, is a legal and governmental concept.
The size of capacity is, to a considerable degree, affected
by economic realities, but its form is a matter of public
policy. The public policy in question is primarily State
policy—exercised actively through enactment or pas-
sively through permission. The methodology developed
here, involving as it does separate measurement of
individual revenue components, opens up a number of
possibilities for State re-evaluation of its entire fiscal
system.



1. The results of a detailed average-financing
approach offer to State decision-makers background
information for a complete re-assessment of local taxing
powers. It would, for example, be relatively simple to
quantify the effects on each local area of replacing local
property levies on business inventories with a one per
cent supplement to the State sales tax. With the
approach used here, it would be possible to gauge the
effects of a heavier emphasis on taxing the land
component of business property as compared with
improvements. One can also examine the effects and the
alternative ways of offering relief in the area of
residential property taxes. A State could examine at
least in a rough manner the local fiscal effects of changes
like these: (a) Transferring certain functions from the
municipal level up to the county level; (b) County
option to piggyback on the State income or sales tax; (c)
A county income tax coupled with a requirement that
the revenue be distributed to the school districts within
the county.

2. The entire State-local aid system could prof-
itably be re-evaluated in the light of an average-
financing-system’s detailed information. Both fiscal
capacity and effort measures shed light on such
re-thinking, especially when they are broken down into
the estimated and the actual yield of separate revenue
sources. With such information, the State is on more
solid footing in weighing relative merits of functional
aids, block grants, unconditional sharing, or State
takeover of some local function. Seeing the local effects
of the existing fiscal structure, the State can take a fresh
look at its intergovernmental transfers in the light of
equity, mobility, economic development, and urban-
rural balance. Such a framework of financial information
can be of service in the redistribution of funds from one
part of the State to another through the State’s
grant-in-aid machinery.

Many State governments have long been conscien-
tious about recording and measuring local revenue
yields. This kind of information becomes more valuable
when it is superimposed on uniform statewide measures
of local fiscal capacity. Then the yield figures can be
translated into relative effort ratios.

3. Each State is concerned about the relationship
between economic development and the tax-spending
system of its local areas. State officials appreciate the
mutual causality of this relation—taxes affect economic
activity and economic activity affects taxes. Because of
the understandably parochial view of each local
jurisdiction in this respect, the State must often serve as
referee. The interaction between industrial location and
local revenue practices can be better understood by the

83

State and better adjusted by the State when viewed
within a representative or average-financing framework.

In the economic development context, the area
approach is particularly appropriate. This view helps to
counteract the narrow outlook of individual jurisdictions
within metropolitan areas. A second consideration
making the area approach appropriate is the fact that a
business firm is primarily concerned with its total tax
liability. Whether it pays property taxes to a single
jurisdiction (as in Richmond) or to several jurisdictions
(as in Minneapolis) is not nearly so important as the
overall dollar amount.

State allocation of fiscal capacity. Although State
officials may find area measures very informative, the
fact remains that they must often deal with local
governments rather than geographic areas. Thus, even if
our methodology were extended to all county areas
within a State, this would still leave unanswered the
question of further dividing capacity among sub-county
jurisdictions. State governments are ahead of us on this;
they have already provided some answers to the
question. To suggest that a State assign shares of fiscal
capacity to all the local governments within a county is
neither a radical nor a new idea. States have been
“dividing up” local capacity for decades.

The layering of local governments, therefore, is not
a barrier to State operational use of fiscal capacity data.
The fact that each of three of four overlying
governments views the same piece of property as its
“own” capacity might seem at first glance to negate the
usefulness of estimating potential yield. Someone might
say: “What good is it to know that the normal tax yield
of this store is $3,600 a year? That does not tell me how
much capacity the store adds to the county in which it
lies, or to the school district, or to the village. It is
meaningless to say that the store adds $3,600 worth of
tax capacity to each of them (making its total “tax
value” $10,800). And, yet, it is just as meaningless to
arbitrarily assign to each of the three governments
one-third of the estimated tax yield. Capacity figures
provide good and valuable background information, but
they do not tell the State decision-makers anything very
useful about the capacity of the county government or
the village government or the school district govern-
ment.”

The objection suggests it is “meaningless” to
arbitrarily divide up the estimated tax yield from the
store among the three local jurisdictions. Yet, the States
have implicitly been doing it for a long, long time. One
way in which they have done it is by legislating that
certain classes of local governments may tap a particular
kind of revenue source while others may not. For
example, some public districts may levy property taxes



(e.g. school districts), while others may not (e.g., a
transit authority or certain sewerage districts). Or, cities
may collect a sales tax from a jewelry shop, but the
county and the school district that embrace the store
may not do so.

More important, however, than these minor
illustrations are property tax limits. These are the main
tools which States have used to allocate potential
revenue capacity among overlapping units of local
government. As of a few years ago, about 20 States had
some kind of limits in their constitutions while a larger
number had them in their statutes. The State normally
sets a top limit on tax rates for some or all of the
following: county, the city, the village, the town, and
the school district. As an illustration, here is how the
New York State constitution divides up local property
tax capacity.

methods of redistributing sizeable amounts of money to
the local governments within each county.’

Nontax components of local fiscal capacity and
effort present little difficulty in this whole matter of
overlapping local jurisdictions. If the State wishes to
measure capacity along the lines of an average financing
approach, data about non-tax features are, by their
nature, readily allocable to specific jurisdictions. Thus,
potential charges associated with county hospitals
belong to county government capacity and possible
school lunch charges belong to the fiscal capacity of
identifiable school districts.

Methodological questions. If some States adapt the
average-financing-system methodology to within-State
uses, certain questions will have to be raised.

Since an average-financing approach is built entirely
on existing fiscal practices, the State’s definition of

Table 26.—~CONSTITUTIONAL TAX LIMITS OF LOCAL GOVERNMENTS
IN NEW YORK STATE

Taxing jurisdiction

Percentage of Five-Year Average Full Valuation of
Taxable Real Estate)

Tax Overlapping Overiapping  Overlapping Total of
limit county limit school limit town limit tax limits
New York City . . . . . . 25 - — - 25
5 other cities of 125,000 or more 2.0 1.56-2.0 - — 3.5-4.0
56 cities under 125,000 20 1.5-2.0 1.25-2.0 - 4.75-6.0
554 vitlages . 2.0 1.5-2.0 No limit No limit No limit
928 towns No limit 1.6-2.0 No limit No limit No limit

Source: New York State Temporary Commission on the Constitutional Convention, “Local Finance.”” Report No. 3, 1967, p. 47.

Adapted.

The point to be stressed is not whether this method
of dividing up capacity among overlying units is
desirable or done well. Rather, the point stressed is that
it is far from new. Nor is this assignment of capacity
limited to the property tax base. In a number of cases,
State governments have decided how the sales tax
capacity must be (or may be) shared between a county
government and its underlying city governments.
Currently, one State has under consideration a program
whereby counties will be permitted to impose an income
tax, with a credit going to those municipalities within
the county that already have a local income tax.

There are still other ways in which States have
recognized and faced up to fiscal capacity aspects of
overlapping layers of government. For years, Ohio has
distributed part of its grants-in-aid to county budget
commissions. Each commission is instructed to share the
funds with local jurisdictions within the county on a
need basis. A recent research report done for the Ohio
Select Committee on Tax Revision discusses three other
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current practices is much more pertinent than a
somewhat artificial blending of 50 different sets of
practices. But, this very narrowing of the definition
entails its own pitfalls. Perhaps the single State focus is
too precise!

Concentration on the usages of a single State
accentuates the fact that fiscal capacity is a mixture of
economic institutions on the one hand and political/legal
institutions on the other. Thus, local fiscal capacity
means whatever the State Legislature says it means—with
assists from the constitution and the courts. The
stabilizing influence of 49 other State systems is gone.
This forces a choice on any State that uses the
average-financing approach. Should the State define
local capacity on the basis of “average” local practices or
on the basis of “actual” local practices? Think of Ohio.

1Bowman, John H., et al., Report on Local Government
Tax Revision in Ohio, Columbus: Batelle Memorial Institute,
1968 (pp. 63-75).



Municipalities in that State are permitted, but not
compelled, to enact income taxes; over 140 cities have
done so. If the average approach is applied, Ohio would
say that g/l its municipalities have local income tax
capacity, even those which never enacted one.
Consistently, this would necessitate use of an average
rate to measure capacity—a lower rate than actually
exists in the municipalities levying the tax. But, in the
context of a single State, it would also be reasonable to
say that local income tax capacity is either the amount
that the top legal rate would produce if the tax were
used in all cities or the amount that would be produced
if all the State’s cities used the income tax at the rate
that is average among current users of the tax.

More important, it raises the question: Should local
income tax capacity be assigned to the parts of Ohio
that lie outside of municipal borders? Since “fiscal”
means within the actual reach of governments, no
capacity should be assigned to them. Yet, this would
seem to invalidate comparisons between a town area and
a city area. The basic approach of an average-financing-
system demands that the same kinds of capacity be
allocated to each local area if comparisons are to be
made.

The foregoing discussion is meant simply to point
out how strongly the legal components of a fiscal
capacity definition come to the fore within a single
State. Without any change whatsoever in economic
reality, an act of the Ohio State Legislature can “decree”
that certain parts of the State have an increase in local
fiscal capacity while the rest of the State does not. In
developing its own measurement procedures, every State
needs to consider feasible ways of dealing with this
mixture of economic and legal aspects of fiscal capacity.

There is another point each State must deal with if
it adapts the average-financing approach to its own uses.
The methods employed in this study were specifically
geared to provide a basis for comparisons. The fiscal
measures are relative measures. The dollar amounts are
considered to be of less significance than the relative
magnitudes. Within a single State, however, the actual
dollar figures would seem to take on more importance.
The State may realize that a certain local area has unique
needs. For example, it may know that its largest city has
certain important expenditure responsibilities that are
found nowhere else in the State. To know that this city
has a relative fiscal capacity six per cent above the
average of all cities in the State would not give the State
much guidance as to whether the big city requires extra
help. The relative standing of the city in capacity is
perhaps less helpful than a dollar measurement of the
city’s expenditure needs.
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A single State must make certain decisions that can
be avoided in a national-average methodology. Even if a
State decides to measure capacity and effort on an area
basis, it is likely to need to include every area in the
State, even the smallest. In addition to possible data
problems, this necessity detracts somewhat from the
relative homogeneity that results in the present report
from studying only larger areas. Also, the individual
State must be even more concerned than this study
about commuting and mobility questions within
metropolitan areas—for example, income where earned
vs. income where received and sales taxes paid by
non-residents as well as residents.

In summary, the potential gains far outweigh the
problems and challenges. An individual State can reap a
rich return from adaptation of an average-financing
methodology to fiscal measurement of its subordinate
units. Just two examples: (1) States might begin to give
greater consideration to the use of general-purpose
grants based on fiscal measures; (2) States might offer to
the Secretary of the Treasury their own custom-made
pass-through arrangement, in accordance, for example,
with the provision in the proposed “Intergovernmental
Revenue Act of 1969 which says, “To encourage States
to take the initiative in strengthening the fiscal position
of major cities and counties and to maximize flexibility
in the use of the authorized general support payments
for meeting the particular needs of differing State-local
fiscal systems, the Secretary shall accept an alternative
plan for the use of general support funds made available
to major cities and counties under this section provided
the plan is enacted by the State legislature and conforms
to at least one of the following conditions....”

A Prospective Case Study Concerning Indiana

An economist who participated in the present
study, Raymond J. Krasniewski of Ohio State
University, is undertaking intensive research in the
revenue capacity and effort of local governments in the
State of Indiana. Although still in process, his
investigation promises to illustrate some of the potential
benefits and difficulties involved in the use of the
average-financing-system approach to develop such
comparative measures within a single State. Some
highlight facts about the Indiana study methods may
therefore be a helpful supplement to the more
generalized observations offered above.

Since the Indiana research is concerned solely with
own-source revenue of local governments, it need not
deal with the estimated geographic allocation of State
government amounts of revenue and revenue capacity.
Furthermore, since there is relatively little local use of



nonproperty taxes in Indiana, the measurement task can
focus mainly upon the property tax and local
governments’ nontax revenue sources.

Within this context, Indiana average rates were
calculated for various components of local revenue
capacity (analagous to the nationwide average rates
applied in the present study, as described in Chapter 5).
These average rates were such that, if they were uniformly
applicable throughout Indiana, they would have produced
the statewide amounts of local revenue actually obtained
from the respective sources in 1966-67.

To derive capacity estimates for nontax revenue
sources, by county and type of government, and for
individual governments, the Indiana average rates were
applied to appropriate financial amounts appearing on
computer tape records of the 1967 Census of
Governments.

For taxable property other than motor vehicles and
business property, a similar procedure was applied with
Indiana average rates for various type-of-property
components, to derive estimates for each of the 45
counties for which assessed-valuation detail was available
from the 1967 Census and in summary for the other 47
counties. Since motor vehicles are a fairly significant part
of the property tax base in Indiana, this component was
retained under this heading (rather than being reclassified,
as in the present study), and county-area capacity for
motor vehicle taxation was estimated from vehicle
registration figures. The business property component was
allocated by the nationwide tax/earnings ratios employed
for various detailed kinds of business in the present study,
subject to a pro-rata adjustment to make the resulting
statewide total equal to business property tax yields in

Indiana.
From this point on, the Indiana research is concerned

with kinds of comparative measures not developed in the
present nationwide study—specifically for various kinds of
local governments and for some individual jurisdictions.
Nontax revenue sources involved little problem, since
capacity for them could generally be computed directly
from data available specifically for individual governments
(except for some limitations in the amount of detail
gathered in the 1967 Census for certain governments; for
example, the Census did not obtain a separate figure on
interest earnings for townships and very small
municipalities). But for the predominant property tax, it
was necessary to carry out several additional steps, to draw
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upon State-reported valuation data and to make certain
assumptions. These operations concerned the four main
types of local governments—counties, municipalities,
townships, and school districts—and disregarded special
district governments.

The statewide estimate of local property tax
capacity was distributed among these four types of
governments by reference to their aggregate property tax
revenue as reported by the 1967 Census. In turn, these
amounts were distributed by county, mainly by
reference to State-reported data on assessed valua-
tions and on countywide assessment ratios. (Special
treatment applied to the municipal governments: it was
presumed that none of their property tax collections
came from “acreage and farm” property.) This provided
for each county a property tax capacity estimate for the
county government itself and for all the municipalities,
townships, and school districts within the county. The
latter three totals could then be allocated to particular
jurisdictions according to assessed valuation amounts
appearing in the Statistical Report published annually by
the Indiana State Board of Accounts. This procedure
involves the presumption that taxable valuations are
sufifciently uniform or “equalized” within each county
to make this final allocation generally reasonable.

Summation of the detailed amounts thus developed
provides revenue capacity estimates which can be
matched with actual amounts of revenue to derive
measures of revenue effort for particular governments
and groups of governments.

The capacity and effort measures being prepared in
this study will be wused as background for a
policy-oriented examination of several kinds of grant-in-
aid plans, as applicable within Indiana. Special attention
is expected to apply to three such distributive
arrangements, each of which includes some concern, at
least implicitly, for differences in the revenue capacity
or effort of various aided governments: (1) The
long-established program by which the Federal Govern-
ment makes grants to local school districts having a
sizable proportion of “Federally-connected” pupils; (2)
A temporary “‘property tax relief” arrangement under
which Indiana distributed funds to various local
governments in the late 1960’s; and (3) The
“pass-through” distribution contemplated by the Reve-
nue Sharing Act of 1969 (5.2948), now pending in the
Congress.



Appendix A

MEASURING REVENUE CAPACITY
AND EFFORT FOR SUB-COUNTY AREAS

One objective of the present study was to explore
possible methods for determining the relative revenue
capacity and effort of sub-county areas. It was
recognized from the outset that any such measurement
effort would encounter problems. Nevertheless, the
widespread interest in and potential significance of such
data seemed clearly to justify detailed examination of
the problems involved, and an explicit test of
appropriate estimating methods. Following is a descrip-
tion of the work done in this direction, together with
illustrative statistical findings. This experimental effort
dealt with a number of city areas. As noted in Chapter 5,
the development of comparative measures for other
kinds of sub-county areas, such as school districts, would
encounter even more serious difficulties than were faced
for this particular experiment.

Coverage and Selection of Areas

Of the 18,000 municipalities in the Nation, all but
about 150 are located within a larger area served by a
county government. The exceptions comprise some 33
governments that are composite city-counties, plus
municipalities in the three States that lack county
governments—Alaska, Connecticut, and Rhode Island.

About half of all the people served by municipalities
reside in the 130 largest cities (those of 100,000-plus in
1960), and these governments account for about 60 per
cent of all municipal revenue and expenditure. For the
present study, accordingly, it was initially planned to
develop comparative fiscal measures for these particular
cities. However, 17 of them are city-counties, which
show up along with other counties in appendix tables
G-11, G-12, and G-13, so that the sub-county
measurement effort at first was targeted toward the 113
other largest cities.

For most of these 113 cities (but not for
within-county cities of less than 100,000 population)
the 1967 Census of Governments had assembled
property tax data needed for the estimating procedure
that was undertaken, as described below. Nevertheless,
we found it impracticable to prepare meaningful
comparative measures for about half of this group. In
most cases, this was because available data sources did
not provide an objective basis for estimating the city’s
share of countywide property tax capacity. Statistics

were developed for 57 within-county cities of
100,000-plus, located in 20 States as follows:
Alabama . ...... .. .. ... .. 2

87

ATIZONA . . vt e e e e e 2
Arkansas ... .. L e e 1
California . ...... ... ... . ... ... ... 13
Florida ... ... ... i e 2
Georgla . ...... ... 1
HHNOIS © o vt e e e e 3
Kansas . ... . e 3
Kentucky ...... .. 1
MiISSOUIT . v v v vt e e e e e e 1
Nebraska .. ... ... .. 2
New Mexico ... ..t e e 1
NorthCarolina ............... . ......... 3
Ohio . ... e 8
Oklahoma .......... ... . . . ..., 2
Oregon .. ..o 1
Pennsylvania . ............ ... ... ... .... 4
Tennessee . . ... ... e 3
Utah ... . e 1
Washington .. ...... ... ... . . ... 3

‘The findings for these cities, together with related data
for city-counties of 100,000-plus, appear in Table A-1
on pages 89 and 90.

Excluded from the presentation are the remaining
56 within-county cities of over 100,000 inhabitants—
namely, all those in Connecticut, Indiana, Iowa,
Massachusetts, Michigan, Minnesota, Mississippi, New
Jersey, New York, Rhode Island, Texas, and Wisconsin,
as well as two such cities in Georgia and one each in
Alabama, Florida, and Louisiana.

Deriving Estimates of Revenue Capacity

Tax capacity. For each city, the potential yield at
national average rates of various kinds of taxes was
estimated by reference to countywide tax capacity
estimates previously developed by the methods ex-
plained in Chapter 5. For all general and selective sales
taxes, the city’s share of the countywide capacity
amount was determined by its fraction of all retail sales
in the county, as reported by the 1967 Census of
Business. For all other nonproperty taxes, the city’s
share was determined by its fraction of the entire
county’s “effective buying income” as estimated for
1966 by Sales Management magazine. (“Effective buying
income™ is a concept that resembles “disposable
personal income,” as measured in national income and
product statistics. The necessity for utilizing such
unofficial income data is discussed in Chapter 6.) For
property tax capacity, the city-area amount was derived
by adding estimates developed separately for nonfarm



residential property, acreage and farms (if any within the
city), vacant lots, and business property. For each of
these categories, the city’s share of the countywide total
was based upon its fraction of countywide assessed
valuations of such property, as reported by the 1967
Census of Governments. As to business property, this
included not only locally assessed realty values but also
State-assessed values and local assessments of personal
property (adjusted, where necessary, to exclude motor
vehicles and intangible personalty, as in other portions
of the present study).

This estimating procedure obviously rests upon the
presumption that, for each of the several major kinds of
taxable property, the level of assessment is essentially
the same in each of the reported cities as elsewhere in
the counties within which they are respectively located.
Even if local assessing responsibility rests with a single
countywide agency, this may not be the case; rather,
there may be some systematic differential of assessment
levels. For example, if the city—as is often the case—has
relatively more multifamily housing, or more high-value
properties, or a quite different mix of taxable business
property than the balance of the county, the use of
assessed valuations to estimate the city’s share of
countywide property tax capacity will involve some
error unless the assessing agency is actually valuing these
various kinds of property at substantially the same
fraction of their actual market value (or unless the
differences tend to cancel out one another).

The possibility of such systematic differentials is
even greater where assessing responsibility is split among
sub-county agencies, such as individual municipalities
and townships.

A number of States administer “‘assessment
equalization” programs intended to gauge and make
appropriate adjustments for assessment-level differences
among local areas. The results of such State programs,
where effectively carried out, might be used to deal with
the problem of intra-county estimation described above.
For example, even where very decentralized assessment
arrangements apply, valuation data from the Census of
Governments for particular city and “balance of
county” areas might have been used in those instances
where the figures were considered to reflect a “‘good™ or
“adequate” job of equalization. That, however, would
have required the exercise of more subjective judgment,
remote from the actual local scene, than seemed proper
for the present study. It was therefore considered
necessary to drop from the coverage of this experimental
research effort those major cities where assessing
responsibility is split among sub-county agencies.

This was the main factor limiting the number of
major within-county cities for which comparative fiscal
measures appear in table A-1. 1t may be noted that, for
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the cities which are being reported, the Census of
Governments provided assessment ratio findings for
single-family houses, separately for the cities and their
respective  “balance of county” areas, which tend
generally to support the presumption of a substantially
uniform assessment level, at least as to this portion of
residential property.

Nontax revenue capacity. For nontax revenue
sources of the State government, city-area capacity was
estimated by reference to the countywide amount
previously calculated as described in Chapter 5. The
city’s share was determined by its proportion of the
county’s population. Lacking any later official figures
than those of the 1960 Census of Population, we made
use of county and city population estimates published
by Rand McNally, Inc., covering the years 1965 and
1968, and calculated the respective cities’ shares from
the midpoint of those estimates. Since the countywide
estimates of capacity for State nontax revenue sources
had also been developed from population data, this
means that each city is being credited with the same per
capita amount of such capacity as is available in the
State as a whole.

For local nontax revenue sources, capacity estimates
were developed for each of the local governments serving
the respective city areas—i.e., including the city itself,
the county government, and each of the school districts
and special districts overlying all or any significant
portion of the city. This involved the calculation and
assembly of potential capacity amounts separately for
current charges associated with various functions,
interest on fund holdings, other miscellaneous general
revenue, and utility surpluses, in the manner described in
Chapter 5. Such amounts were summed for each local
government, and a summary city-area estimate was
obtained by adding together (1) the city government
figure; (2) the entire own-source amount for each local
government with the same geographic boundaries as the
city or operating only within the city; and (3)an
allocated portion of the own-source amount for each
other overlying unit operating only partly within and
partly outside the city.

For the county government and other countywide
or multicounty units, this allocation was based on
population proportions. For other non-coterminous
units, various allocating factors were used, usually pupil
enrollment for school districts and geographic area for
special districts. Background information needed for
such allocations was supplied by the Governments
Division of the Bureau of the Census, drawing upon its
intensive research and data-gathering with respect to
local government structure for the 1967 Census of
Governments.
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Tabie A-1
REVENUE CAPACITY AND EFFORT MEASURES FOR 69 SELECTED CITIES OF OVER 100,000 POPULATION: 1966-67

Per capita revenue capacity (on U.S.-average-rate basis)

Relative
revenue effort

Percent of revenue raised by-

Amount Relative to
) U.S. average {100)
City Est'd.
Number | popu- State AH Local State All Local State
of lation, and local prop. and local prop. and Local Other
local 1966 local govt. taxes local govt. taxes local govts. State City County local
govts. ! {000) sources | sources only sources sources only govts. only govt. govt. govt. govts.
Birmingham, Ala. 5 329 416 179 115 105 89 92 105 94 61.3 209 8.1 9.7
Mobile, Ala. . 6 209 351 155 81 89 77 65 106 100 58.0 23.7 54 129
Phoenix, Ariz. 32 497 459 231 123 116 115 99 109 103 52.7 20.1 6.5 20.7
Tucson, Ariz. 8 229 380 166 74 96 83 59 123 133 526 18.8 5.1 235
Little Rock, Ark. 13 133 530 253 163 134 126 131 90 71 62.1 16.2 2.6 19.1
Anaheim, Calif. . 15 149 527 281 164 133 140 132 114 131 38.8 19.6 11.8 29.8
Berkeley, Calif. 10 117 472 242 147 119 121 118 114 131 40.9 18.8 11.8 285
Fresno, Calif. 15 158 483 203 90 122 101 72 114 140 48.5 239 9.9 17.7
Glendale, Calif. . 5 132 589 305 191 149 152 153 96 97 475 |20.3 16.5 15.7
Long Beach, Calif. 8 366 629 372 186 159 185 149 98 102 385 |32.2 14.8 14.5
Los Angeles, Calif. 12 2,694 569 307 184 144 153 148 106 117 40.5 25.2 14.9 19.4
Oakland, Calif. 11 37 547 299 167 138 149 134 107 117 40.4 24.0 12.2 234
Pasadena, Calif. . 7 122 710 - 346 206 179 172 165 96 101 48.6 |21.3 13.6 16.5
Sacramento, Calif. 22 256 564 312 140 142 155 112 110 121 39.2 19.3 14.6 26.9
San Diego, Calif. 14 630 a1 226 123 106 113 99 105 112 425 23.8 12.3 21.4
San Jose, Calif. 24 357 455 234 143 115 117 115 112 126 42.2 17.8 14.2 25.8
Santa Ana, Calif. 13 139 460 211 139 116 105 112 101 110 50.3 14.8 13.3 21.6
Torrance, Calif. . 8 128 596 278 188 151 138 161 100 110 48.4 13.2 15.5 229
Denver, Colo.2 6 492 583 273 165 147 136 133 103 107 51.1 27.5 — 21.3
Washington, D.C.3 2 764 457 235 155 115 117 125 85 70 36.6 62.1 - 1.3
Jacksonville, Fla.4 13 501 400 203 111 101 101 89 95 102 453 35.5 - 19.2
Miami, Fta. , , , , , , 6 310 560 284 180 141 141 145 99 108 447 221 16.0 17.2
St. Petersburg, Fla. . 8 196 421 227 121 106 113 97 107 124 37.7 399 6.6 15.8
Atlanta, Ga. . 8 514 582 (5) (5) 147 (5) (5) 94 (5} 53.4 18.8 11.56 16.3
Honolulu, Hawaii2 4 500 407 201 137 103 100 110 128 72 721 27.9 - —
Chicago, III. 9 3,474 473 248 153 119 124 123 85 97 40.3 | 285 4.6 26.6
Peoria, 1. 12 129 459 214 145 116 107 116 85 98 46.3 16.1 5.6 32.0
Rockford, lil. 12 136 511 237 160 129 118 128 86 101 455 19.1 4.7 30.7
Kansas City, Kans. 9 137 518 278 167 131 138 134 89 85 48.5 15.0 12.6 239
Topeka, Kans. 8 125 458 231 112 116 1186 90 104 111 46.3 20.1 7.2 26.4
Wichita, Kans. 7 287 484 224 130 122 12 104 93 93 539 18.8 10.0 17.3
Louisville, Ky. 4 386 472 239 125 119 119 100 104 98 51.9 34.0 5.0 9.1
Baton Rouge, La.2 6 268 422 179 122 107 89 98 g3 88 60.0 19.2 — 20.8
New Orleans, La.2 4 628 516 223 137 130 11 110 91 75 64.8 | 22.3 — 12.9
Baltimore, Md.2 . 1 939 435 199 116 110 99 93 1M1 118 514 | 486 - -
Boston, Mass.2 10 697 354 171 106 89 85 85 129 139 448 | 33.3 - 21.9
Kansas City, Mo. 22 538 458 230 150 116 115 120 91 99 45.0 29.1 4,77 21.2
St. Louis, Mo.2 6 750 522 263 144 132 121 116 93 108 41.3 | 320 — 26.7
Lincoln, Nebr, 7 131 488 266 134 123 132 108 87 110 31.4 30.3 7.3 31.0
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REVENUE CAPACITY AND EFFORT MEASURES FOR 69 SELECTED CITIES OF OVER 100,000 POPULATION: 1966-67 {(Continued)

Table A-1

Per Capita revenue capacity {on U.S.-average-rate basis)

Relative
revenue effort Percent of revenue raised by—
Amount Relative to
. U.S. average (100)
City Est'd.
Number popu- State Ali Local State All Local State

of lation, and {ocal prop. and local prop. and Local Other

local 1966 local govt. taxes local govt. taxes locat govts. | State City County local

govts. ! {000} sources | sources only sources | sources only govts. only | govt. govt. govt. govts.

Omaha, Nebr. 14 338 507 275 147 128 137 118 83 98 35.8 16.9 9.8 375
Albuquerque, N.M. . 6 223 474 189 108 120 94 87 102 86 66.3 21.0 3.4 9.3
New York, N.Y.2 3 7,782 520 299 168 131 149 135 133 131 43.3 53.1 — 3.6
Charlotte, N.C. 4 245 487 207 135 123 103 108 109 89 65.5 16.6 17.3 0.6
Greensboro, N.C. 5 132 508 243 152 128 121 122 105 86 60.9 23.2 14.7 1.2
Winston-Salem, N.C. 4 137 509 277 174 129 138 140 100 77 57.9 19.5 21.5 1.1
Akron, Ohio . 6 291 425 216 124 107 108 100 94 11 40.0 | 311 6.1 22.8
Canton, Ohio 5 109 414 179 123 105 89 99 87 100 50.2 21.4 4.7 23.7
Cincinnati, Ohio . 6 488 503 256 130 127 127 104 101 133 329 | 441 4.5 18.6
Cleveland, Ohio . 9 811 437 242 151 110 121 121 91 103 37.2 30.6 7.7 245
Columbus, Ohio . 9 527 39 190 17 99 95 94 88 99 45.0 24.7 6.6 23.7
Dayton, Ohio 9 258 466 233 141 118 116 113 96 117 39.1 28.8 59 26.2
Toledo, Ohio 9 360 453 237 151 114 118 121 88 98 41.5 28.1 5.9 24.5
Youngstown, Ohio . 7 154 410 200 123 104 100 99 86 93 46.7 227 8.3 22.3
Oklahoma City, Okla. 14 359 493 209 131 125 104 105 96 94 58.5 21.8 5.5 14.2
Tulsa, Okla. 8 296 582 246 161 147 123 129 N 86 60.1 16.8 5.8 17.3
Portland, Ore. 10 368 626 301 170 158 150 137 100 101 51.6 21.0 8.0 19.4
Allentown, Pa. 8 111 438 197 132 111 98 106 96 86 59.8 17.4 4.3 18.5
Erie, Pa. . 9 137 370 168 106 93 84 85 103 102 54.6 22.4 5.2 17.8
Philadelphia, Pa.2 5 2,003 384 191 108 97 95 87 107 115 46.2 389 - 14.9
Pittsburgh, Pa. 11 555 454 233 145 115 116 116 103 103 48.2 24.9 8.3 18.6
Scranton, Pa. 8 105 345 164 117 87 82 94 0 76 59.7 17.5 7.2 15.6
Chattanooga, Tenn. . 4 125 610 342 133 154 170 107 95 90 46.6 | 36.1 15.5 1.8
Knoxville, Tenn. 4 185 429 222 109 108 111 88 101 101 48.0 | 326 16.5 29
Memphis, Tenn. . .o 4 541 447 253 116 113 126 93 96 95 44.2 35.1 18.7 2.0
Nashville-Davidson, Tenn.2 13 441 426 225 116 108 112 93 91 85 51.0 | 46.3 - 2.7
Salt Lake City, Utah 11 187 480 260 128 121 129 103 113 104 60.6 16.4 7.4 15.6
Seattle, Wash. 7 563 613 320 184 165 159 148 110 84 60.2 21.4 4.9 13.5
Spokane, Wash. . 2 169 440 198 115 M 99 92 108 83 65.5 15.2 6.0 13.3
Tacoma, Wash. 7 156 539 299 140 136 149 112 112 84 58.2 226 4.6 14.6

1 . R . . .
Municipal government plus other local government units overlying any or ali of its territory.

Entire city-county, as reported also in appendix tables G-11, G-12, and G-13.

3Entire city-county; treating all nonproperty tax revenue as “State’’, and all property tax revenue (as well as municipal nontax revenue) as ‘‘city”’.
4Treated here as city-county, to reflect post-1967 structure. “’City government’’ proportion refers to total for Jacksonville and {former) Duval County.

5Data not available.

6Includes amounts for both DeKalb and Fulfton Counties.

TIncludes data for both Clay and Jackson Counties.




To derive statistics for the 57 within-county city
areas listed in table A-1, it was necessary to take account
of more than 500 local governments ranging from a very
few per area in some instances up to a score or more in
some other cases. This over-all count includes the 57 city
governments, 54 county governments, and some 175
school districts and 237 special districts. Certain of these
latter numerous units, of course, are so small in financial
scale, or overlie so little of the city, that they would add
no more than trace amounts to city area totals. After
inspection of source data, some such units were
disregarded in arriving at the estimates being presented.

Measuring Revenue Effort

State Revenue. Amounts of State government
revenue originating in each city were calculated by
reference to countywide estimates for various sources,
previously prepared by methods described in Chapter 5.
Each city’s share of the countywide amount for all State
government revenue from general and selective sales
taxes was determined by its fraction of all retail sales in
the county, as reported by the 1967 Census of Business.
For all other State nonproperty tax revenue, the city’s
share was determined by its fraction of the entire
county’s “‘effective buying income” as estimated for
1966 by Sales Management magazine. For State
property tax revenue, the city’s share was determined by
its share of estimated countywide property tax capacity.
For nontax revenue of the State government, the city’s
share of the countywide total was developed from
population data, as in the case of the capacity estimates
described above for this component.

Local government revenue. Actual revenue amounts
were assembled for each of the local governments serving
the respective city areas, separately for taxes and nontax
sources. For each unit, a determination was made of the
portion of all such own-source revenue attributable to
the city area, and the resulting amounts were summed
by type of government. For nontax sources, the
allocation for larger-than-city units made use of the same
factors employed to estimate the city’s share of
capacity, as described above. For taxes, the allocation
was generally based where this was possible (always, in
the case of the county government) upon the city’s share
of total net taxable assessed valuations, as reported by
the 1967 Census of Governments. In other instances, the
tax revenue allocation was based on some other factor,
such as area or school enrollment, used also to estimate
the city’s share of nontax revenue.

The revenue amounts thus accumulated for each
city area were compared with the capacity estimates to
derive relative effort measures.

91

Statistical Findings

Estimates thus developed for 57 within-county
cities are supplemented in table A-1 by corresponding
data for each of the other city-counties of 100,000
which are also reported, but in a somewhat different
way, in appendix tables G-11, G-12, and G-13. Even so,
this presentation covers only about three-fifths of all the
130 largest cities in the Nation, and, as the foregoing
discussion has indicated, the reported areas cannot be
viewed as a representative cross-section of all such cities.

Furthermore, as noted earlier, this measurement
effort was undertaken mainly as a test of methodology
rather than to obtain extensive comparative data, and
the results for within-county cities are subject to much
more serious statistical limitations than apply to the
estimates being reported for metropolitan areas and
counties.

For these reasons, only a few highlights from the
data are summarized here.

The 69 reported major cities exhibit marked
differences in many important respects: local govern-
ment structure, revenue capacity, revenue effort, and the
distribution of revenue-raising responsibilities.

Estimated per capita revenue capacity for combined
State and local sources shows a range of over 2-to-1,
from $710 for Pasadena, California, down to $345 for
Scranton, Pennsylvania. For all local government
revenue sources the extreme range is 2.4-to-1, from $372
per capita for Long Beach, California, down to $155 for
Mobile, Alabama. Local property tax capacity, similarly
estimated on a U.S.-average-rate basis, shows a range of
2.8-to-1 among these major cities, from $206 per capita
for Pasadena down to $74 for Tucson, Arizona. Relative
to nationwide averages expressed by the figure 100,
these variations in per capita capacity run: from 179
down to 87 for State-local sources; from 185 down to
77 for all local government sources; and from 165 down
to 59 for local property taxes only.

Twenty of the 69 reported cities are in the South
(located in nine of the 14 Siates so classified in the
Chapter 2 discussion of “County-area findings™).
Nonetheless, of the 7 cities for which estimated
State-local revenue capacity is below the national
average, only one (Mobile) is in the South, while the
others are located in Arizona (Tucson), Massachusetts
(Boston), Ohio (Columbus), and Pennsylvania (Erie,
Philadelphia, and Scranton). Similarly, of the eight cities
where estimated local government capacity is less than
90 percent of the national average per capita, only three
are in the South; and of the nine where local property
tax capacity is less than 90 percent of the national
average, again only three are Southern cities. This
departure from the impression given by county-area



comparisons suggests that urban centers in the South (or
at least the largest ones) are likely to be fiscally “better
off”” than whole-county comparisons might suggest,
while the opposite is likely to be the case for some cities
in other parts of the country.

By comparing the third and fourth columns of table
A-1 we find that in most of these 69 selected cities, as in
the Nation as a whole, the property tax makes up a
major part of local governments’ potential revenue base.
In nearly a dozen instances, however, this is not so.
Some of these “abnormal” patterns can probably be
traced at least in part to unusually large concentrations
of governmental (i.e., nontaxable) activity and property,
as in the case of Tucson, Sacramento, San Diego,
Topeka, and Salt Lake City. Some others reflect the
potential revenue capacity (as estimated here on a
U.S.-average-rate basis) of relatively large utility
operations—e.g., Chattanooga, Knoxville, Memphis, and
Tacoma. In other instances, even more unusual factors
are involved, such as Long Beach’s access to sizable lease
revenue from publicly-owned oil lands.

Table A-2 summarizes the relative capacity picture
for the entire group of 69 selected cities and separately
also for the 57 that make up part of a geographically
larger county—i.e., those to which the complex
estimating procedure described above was applied.

Table A-3 reports on relative revenue effort. The
measures comprising both local and State governments
show a range among the entire group of 69 cities from
133 percent of the national average in New York City
down to only 83 percent in Omaha, Nebraska. For local
governments alone, relative effort shows a range from
133 percent of the national average in Tucson (and 131
percent in New York City) down to 71 percent in Little

Table A-3.—DISTRIBUTION OF SELECTED CITIES OF
OVER 100,000 POPULATION ACCORDING TO RELATIVE
REVENUE EFFORT: 1966-67

57 within-county cities

Relative All 69 selected cities {excluding 12 city-counties)

revenue effort
{actual revenue

State and Local State and Local
as percent
local govern- local govern-
of revenue
ity) govern- ments govern- ments
capac ments only ments only
Total 69 682 57 562
120 or more . 4 10 1 8
110to 119 . 9 11 8 8
105 to 109 1 3 10 2
100 to 104 12 13 11 12
95 to 99 10 9 9 9
90 to 94 12 5 8 5
80to 89 . 10 11 9 9
Less than 80 . 1 6 1 3

'with capacity for various revenue sources estimated on a U.S.-
average-rate basis.
Excluding Atlanta, Georgia.

Rock, Arkansas, and 70 percent in Washington, D.C.,
with this latter ratio influenced by the necessarily special
treatment of revenue amounts for Washington.

As indicated by table A-3, practically half these
cities (33 of the 69) show an over-all effort index of
under 100, and nearly as many (31) have a local effort
index of under 100. Reported cities for which the
State-local effort index is under 90 consist of
Washington, D.C. and 10 others, all located in four
States—lllinois, Kansas, Nebraska, and Ohio—where, as
shown by appendix table G-4, State government revenue
effort in 1966-67 was below the nationwide norm.
However, eight of these 11 cities also show a local
revenue effort index of under 100.

Table A-2.—DISTRIBUTION OF SELECTED CITIES OF OVER 100,000 POPULATION ACCORDING
TO PER CAPITA REVENUE CAPACITY: 1966-67

All 69 selected cities

57 within-county cities only (excluding
12 city-counties)

Index of relative per
capita revenue capacity
(U.S. average per capita

Local government sources

Local government sources

amounts = 100) State and local

State and local

Property Property
govt. sources taxes govt. sources taxes
All only All only
Total 69 687 68° 57 562 567

150 or more . P 6 8 3 6 8 3
140t0149 . . . . . . . . . 7 5 5 6 4 5
130to139 . . . . . . . . . 8 7 7 5 5 5
120 to 129 12 9 8 12 9 7
110 to 119 18 16 12 16 13 9
100 to 109 1 9 10 7 7 10
90t 99 . . . . . . . .. 4 6 14 3 4 1
Lessthan90 . . . . . . . . . 3 8 9 2 6 6

!with capacity for various revenue sources estimated on U.S.-average-rate basis.

2 Excluding Atlanta, Georgia.
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As would be expected because of the interstate
variety of State-local revenue arrangements, there is
more diversity of relative effort by local governments
than for local and State governments considered
together. Generally heavier reliance on State revenue
sources in the South helps also to account for the fact
that 16 of the 19 Southern cities for which local revenue
effort is reported show an index of less than 100, while
only 10 of these 19 are below-average in the composite
measure which takes account also of the States’
financing role.!

The four right-hand columns of table A-1 supply
comparative figures about an aspect of governmental
financing in municipal areas that, although generally
well-known, has only rarely if ever before been measured
explicitly in the manner here attempted: namely, the
fact that there are marked inter-city differences in the
relative revenue-raising role of various Kkinds of
governments.® State-local variations on this score are
reflected also in various tables of Appendix G, in terms
of statewide, metropolitan area and county stafistics.
Looking here explicitly at major cities we again find
marked diversity, with the State-raised share of all
State-local revenue ranging from only 31 percent in
Lincoln, Nebraska, up to 72 percent in Honolulu. In 29
of the 69 cities, the State’s portion is more than half,
and this number includes one or more cities in each of
18 States. The remaining 38 cities (besides Washington,
D.C.) where the State government raises less than half of
the State-local revenue total include all or most of the
reported major cities in each of 11 States.

Even more marked is the variation in the
revenue-raising role of individual municipal governments,
relative to that of overlying local governments. With

The 19 Southern cities cited here exclude Atlanta, for
which table A-1 does not show measures of local government
capacity and effort, although it does report State-local measures,
as well as the percentage distribution of actual revenue by type
of government. The composite State-local entries are only
moderatcly affected by the data problems which seemed to
preclude the presentation of specific local-government estimates
for Atlanta.

>The periodic Census of Governments (most recently in
Volume S5 of the 1967 Census, Local Government in
Metropolitan Areas), provides detail by type of government
concerning local government finances in individual SMSA’s and
their component counties. However, the only corresponding
kind of type-of government detail for municipal areas that has
been reported within the past two decades by the Governments
Division of the Bureau of the Census appeared in a nonrecurrent
special study, Local Government Finances in City Areas in 1953.
That study, issued in 1955, covered the Nation’s 41 largest cities
(those with a 1950 population of 250,000 or more). Those
Census Bureau presentations, however, were limited to local
governments, while table A-1 here also takes account of
estimated amounts of State-raised revenue originating in various
cities.
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only one exception (Baton Rouge), each of the 12
reported municipalities that are composite city-counties
accounts for a major part of all the locally-raised revenue
of its particular area. However, of the 57 within-county
municipal governments shown in table A-1, only 15
collected at least half of the revenue raised from their
respective areas by all local governments. At the other
extreme were nine of the within-county cities—six in
California, plus Peoria, Kansas City (Kansas), and
Omaha—where the municipal government’s share of the
locally-raised total was less than one-third.

Mainly, this variety results from differences in
arrangements for local school administration and
financing. In Tennessee, the municipal governments have
“dependent” school systems that are locally supported
from their municipal revenues (with some added support
being provided, as for local schools elsewhere, by the
State and Federal governments). In North Carolina, the
county governments similarly have “dependent” school
systems. (Several of the composite city-county govern-
ments shown in table A-1 also have “dependent™ school
systems.) However, for the other within-county cities
shown—i.e., all those in States other than North Carolina
and Tennessee-—local school administration and financ-
ing are provided through independent school districts.
Generally in those instances the own-source revenue of
such school districts makes up most of the share shown
in the table for “other local governments,” while the
remainder pertains to special district governments.

Another factor which obviously affects the
respective cities’ share of all local government revenue
concerns the county governments. As table A-1 shows,
counties have a considerably greater financing role in
California and several other States (mainly in the South)
than in other parts of the Nation.

By referring also to various tables in Appendix G,
one can see how capacity and effort measures estimated
for a particular city in table A-1 compare with those for
the county and metropolitan area with which that city is
associated. This is illustrated for the 15 most populous
cities in table A-4. However, these comparisons are, of
course, influenced by the differing proportions that the
respective cities represent of the associated larger areas.
With regard both to localized fiscal competition and
issues of intergovernmental aid, it is more pertinent to
see how the cities compare, in revenue capacity and
effort, with nearby territory as such. Accordingly,
measures of this kind appear in tables A-5, and A-6.
Table A-5 pertains to those nine of the 12 city-counties
shown in table A-1 that are part of a multi-county
metropolitan area, and compares each city’s revenue
status with that of the balance of its SMSA. Table A-6
pertains to 50 of the 56 within-county cities listed in
table A-1 which are the most populous municipalities of



Table A-4.—MEASURES OF LOCAL GOVERNMENT REVENUE CAPACITY AND EFFORT FOR 15 SELECTED
CITIES AND THEIR ASSOCIATED COUNTIES AND METROPOLITAN AREAS: 1966-67
{with capacity estimated on U.S.-average-rate basis; U.S. averages = 100)

Local government revenue capacity

Local government reiative revenue effort

City1
City County area SMSA2 City County area SMSA?
New York 149 (3) 138 133 (3) 130
Chicago 124 125 121 85 91 93
Los Angeles . 153 146 146* 117 108 108*
Phitadelphia . 95 (3} 92 107 (3) 107
Baltimore 99 (3) 96 111 (3) 104
Cleveland o 121 123 120 91 926 97
Washington, D. C.” . 117 (3) 112 70 (3) 84
St. Louis . 131 (3) 102 93 (3) 929
Boston 85 (3) 93 93 (3) 99
San Diego 113 110 110* 112 110 110*
New Orleans . 111 (3) 104 91 (3) 70
Seattle 159 157 150 110 75 75
Pittsburgh 116 102 94 103 100 97
Memphis . . . 126 112 108 96 93 93
Columbus {Ohio) 95 98 95 88 94 94

1 - . . .
The 15 most populous cities for which local capacity and effort measures appear in table A-1, shown here in descending order of esti-

mated 1966 population.
An asterisk (*) denotes single-county SMSA's.
City-county.

Note special treatment of Washington revenue data, as indicated by footnote 3, table A-1.

Table A-5.-RELATION BETWEEN CITY-AREA AND BALANCE-OF-SMSA MEASURES OF REVENUE CAPACITY,
REVENUE, AND RELATIVE REVENUE EFFORT, FOR 9 SELECTED MAJOR CITIES: 1966-67

Percent relation of city-area measure to balance-of-SMSA measure

Per capita Per capita Relative revenue
Number of revenue capacity revenue effort
Cityl county-type

areas in State and Local govts. State and Local govts. State and Local govts.

SMSA local govis. only local govts. anly local govts. only
New York . 5 106 108 108 109 102 101
Philadelphia . 8 103 103 109 111 106 108
Baltimore F 6 111 104 117 118 106 113
Washington, D.C.2 ., . . 10 108 69 98 100 92 126
St. Louis . ., . . 7 131 129 135 141 103 109
Boston 5 144 107 134 125 93 85
New Orleans . 4 107 106 110 113 102 107
Denver A 5 108 98 125 121 96 124
Nashvilte-Davidson . 3 107 107 108 108 110 101

lThe nine city-counties of more than 100,000, reported in table A-1, that are located in muliti-county SMSA's.
Data reflect treatment of Washington, D.C. nonproperty tax amounts as “‘State’’ revenue.
Five-county "'SMSA" as defined in the introduction to Appendix G.

their respective counties, and compares each city’s
revenue status with that of the balance of its county.?

In this context, some of the data hazards previously
described become especially troublesome. For example,
if the population figures applied overstate or understate
the city’s share of the larger area, the reported
relationship between city and non-city per capita

3gix California citics (Berkeley, Glendale, Long Beach,
Pasadcna, Santa Ana, and Torrance) appear in table A-]1 but not
in table A-6 because they arc less populous than one or more
other cities in their respective countics.
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amounts may be materially affected. Accordingly, a
check or recalculation of these estimates after final
resuits of the 1970 Census of Population become
available—permitting firmer estimates of 1966 popula-
tion—should be very much indicated.

Table A-5 confirms the common impression that the
central cities of major SMSA’s generally are making a
more strenuous revenue effort than is suburbia. This
appears in the table for all but one (Boston) of the nine
reported areas for local government effort, and for all
but three (Washington, Boston and Denver) for
combined State-local effort. Furthermore, these effort



Table A-6.—RELATION BETWEEN CITY-AREA AND
BALANCE-OF-COUNTY MEASURES OF LOCAL GOVERN-
MENT REVENUE CAPACITY, REVENUE, AND RELATIVE
REVENUE EFFORT, FOR 50 SELECTED CITIES OF OVER

100,000 POPULATION: 1966-67

Percent relation of city-area measure to
balance-of-county measurel

Revenue Relative
City capacity Revenue revenue
per capita  per capita effort
Birmingham, Ala. 97 142 146
Mobile, Ala. . 90 147 163
Phoenix, Ariz. 102 109 107
Tucson, Ariz. 69* 155* 226
Little Rock, Ark. 166 172 103
Anaheim, Calif. . 111> 141** 126
Fresno, Calif. 94 107 114
Los Angeies, Calif. 108 124 114
Qakland, Caiif. 116 127 109
Sacramento, Calif. 141 155 110
San Diego, Calif. 105 109 104
San Jose, Calif. 88 97 109
Miami, Fla. . 112* 134** 120
St. Petersburg, Fla. . 112 148 132
Chicago, Iil. 97 116 120
Peoria, HI. 108 99 92
Rockford, lIl. 164 167 102
Kansas City, Kans. 317*% 202* 64
Topeka, Kans. 106* 156* 148
Wichita, Kans. a7* 107* 110
Louisville, Ky. 105 158 150
Kansas City, Mo.2 103 110 107
Lincoln, Neb. 150* 233* 156
Omaha, Neb. . . (3) (3} 89
Albuquerque, N.M. . 129* 219* 170
Charlotte, N.C. 81* 135* 166
Greensboro, N.C. . 126 153 121
Winston-Salem, N.C. 119 164 137
Akron, Ohio . 102 123 121
Canton, Ohio 97** 118** 122
Cincinnati, Ohio . 102 197 193
Cleveland, Ohio . 96 109 113
Columbus, Ohio . 92* 108~ 17
Dayton, Ohio 124 168 136
Toledo, Ohio 119~ 147* 124
Youngstown, Ohio . 102 116 113
Oklahoma City, Okla. 84 106 126
Tulsa, Okla. 73* 135* 184
Portland, Ore. 124* 165* 132
Allentown, Penn. 134 133 99
Erie, Penn. 115 128 111
Pittsburgh, Penn.. 122 129 106
Scranton, Penn. . 62 55 89
Chattanooga, Tenn. . 226 323 143
Knoxville, Tenn. 208* 421* 202
Memphis, Tenn. . 199* 236* 119
Salt Lake City, Utah 106 136 128
Seattle, Wash. 104 138 133
Spokane, Wash., . 109 165 150
Tacoma, Wash. 176 254 144

Lper capita amounts are based on unofficial estimates of popuia-
tion; see text. Areas where the per capita comparisons may be
especialiy subject to error on this account are annoted: a single
asterisk denotes cities with at least twice as much estimated
population as the balance of the county; a double asterisk de-
notes cities with an estimated population less than half that of
the balance of the caunty.
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2 Ratios calculated by reference to both counties (Clay and Jack-
son} in which Kansas City is located.
Data not available, due to exaggeration of “balance of county”
amounts by Census attribution to Dougias County of all perti-
nent amounts for the 12-county Omaha Public Power District.

differences show up even though the central cities’ per
capita capacity is larger—in all nine instances for
State-local sources as a whole, and in seven instances for
local government sources alone.

Generally similar findings are provided by tabte A-6,
which compares revenue measures for 50 major
within-county cities with those for the balance of their
respective counties. Here again, greater per capita
capacity usually appears for the central city than for
outlying territory (in 37 cases). Here also, we generally
find per capita revenue higher in the central city (in 46
cases). And, with only five exceptions, these differences
are such that local revenue effort is greater in the city
than the average in the remainder of the county.

The city-suburbia differences in revenue effort that
are indicated by both tables may seem smaller than
those which some other studies have suggested, and the
reason is clear. When capacity is measured, as it is here,
specifically by reference to governments’ potential fiscal
reach, the central cities generally show up as being
somewhat “better off” than comparisons based only on
resident personal income might indicate. This is because
the central portion of an SMSA or metropolitan county
typically has a larger proportion of the area’s taxable
property values than of its resident personal income;
and, with the average-financing-system for estimating
capacity, the property tax is given the heavy weighting
indicated by the important role of this source in the
Nation’s revenue system.

However, central cities’ relative fiscal advantage on
this score is generally diminishing, as suburbia attracts
larger proportions of industry and business and “‘core”
areas increasingly concentrate on governmental, institu-
tional, and other service-type activities which (as
illustrated in appendix D) contribute relatively less to
the property tax base than do other kinds of economic
activity. Moreover, the central cities’ usual advantage
over suburbia in revenue capacity per capita is usually
outrun by extra revenue requirements, so that in most
instances they show greater revenue effort than the
suburban average (which, it also must be remembered,
does not directly reflect any outlying pockets of
particularly low revenue effort). Hence, although these
comparisons may suggest that the “fiscal plight” of
metropolitan central cities has sometimes been inade-
quately measured, they tend to support rather than
contradict the main point—namely, that most such citie:
are extremely hard-put to keep their fiscal demands
reasonably in line with those of neighboring suburbia.



Appendix B
CLASSIFICATION OF STATE-LOCAL TAX REVENUE

The following table shows how nationwide amounts
of tax revenue of State and local governments in fiscal
1966-67, as classified for this study, relate to amounts
reported for that year by the Bureau of the Census in its
Compendium of Govemment Finances (Volume 4,
Number 5 of the 1967 Census of Governments) and in
further detail for State governments in its related annual
report State Government Finances in 1967.

In instances where the present study has involved
any grouping or adjustment of the most detailed
amounts published in those sources, the underlying
figures appear below under the heading “Detail.”

The total shown here for “All State and local taxes”
is slightly greater than that so reported in the Census
publications, because of the addition here of the revenue
surplus (the excess of revenue over expenditure) of
publicly-operated liquor stores, as reported at table
items 8 and 44. Indicated totals for “State taxes” and
“Local taxes” also differ slightly from the published
Census amounts because of the handling of data for the
District of Columbia: its revenue from non-property
taxes has been treated in this study as involving “State”
taxes rather than “local” taxes.

STATE-LOCAL TAX REVENUE IN FISCAL 1966-67, AS CLASSIFIED IN THIS STUDY, IN RELATION
TO CENSUS BUREAU CATEGORIES AND REPORTED AMOUNTS

Amounts Per cent of
{miltions of dollars) All &L
Item Study “‘own S-L
no. Type of tax Detail Amount revenue”’ taxes
1 All State and Local Taxes . 61,320.2 79.0 100.0
2 State taxes 32,390.8 41.7 52.8
Sales and gross receipts taxes
3 General 8,966.3 11.6 14.6
4 Motor fuel 4,851.9 6.3 7.9
5 Tobacco products 1,620.1 2.1 2.6
Alcoholic beverages:
6 Selective sales 1,052.9
7 Liquor licenses . 140.5
8 Liguor stores surplusl . 282.8 1,476.2 1.9 2.4
Public utilities:
9 Selective sates . 608.2
10 Public utility licenses . 31.4 639.6 08 1.0
Amusements:
1 Parimutuels 423.1
12 Selective sales . 33.3
13 Amusement licenses . 7.2 463.5 0.6 0.8
Miscellaneous selective sales:
14 Insurance premiums . 877.6
15 Selective sales NEC . . 237.7 1,116.3 1.4 1.8
Motor vehicle taxes:
16 Motor vehicle licenses 2,153.9
17 Motor vehicle operators Ilcenses . 165.3
18 Motor vehicle property taxes (see item 28) . 227.9 2,547.1 3.3 4.2
19 Individual income taxes 4,958.2 6.4 8.1
20 Death and gift taxes 802.2 1.0 1.3
Corporation taxes:
21 Corporation net income 2,241.8
22 Licenses, corporations in generat . 610.3
23 Licenses, occupations and business NEC . 360.2
24 Document and stock transfer . 218.4 3,430.7 4.4 5.6
Severance taxes:
25 Total . 577.1
26 Minus non- munerals component (see |tem 35) -4.1 573.0 0.7 0.9
Property taxes:
27 Total . . 861.5
Minus estimated ylelds from
28 Motor vehicles (see item 18) . =2279
29 Intangibles (see item 34) . -175.2 458.8 0.6 0.7
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STATE-LOCAL TAX REVENUE IN FISCAL 1966-67, AS CLASSIFIED IN THIS STUDY, IN RELATION

TO CENSUS BUREAU CATEGORIES AND REPORTED AMOUNTS (Continued)

Amounts Per cent of
{millions of dollars} All S-L
Item Study ‘own S-L
no. Type of tax Detail Amount revenue”’ taxes
Miscellaneous taxes:
30 Hunting and fishing licenses 152.0
31 “’Other licenses 16.6
32 Poll taxes . . 5.2
33 “QOther’ (non- I|cense) taxes 135.0
34 Estimated yield, property taxes on mtangnbles
(see item 29) . .. 175.2
35 Non-minerals component of severance taxes
(see item 26) . . 4.1 488.1 0.6 0.8
36 Local taxes 28,9294 37.3 47.2
Property taxes:
37 Total . . 25,1857
Minus estlmated YIE|dS from
38 Motor vehicles {see item 48) . -611.7
39 Intangibles (see item 51) . -178.2 24,395.72 31.4 39.8
Sales and gross receipts taxes:
40 General 1,157.0 1.5 19
Selective:
41 Motor fuel 20.2
42 Tobacco products 106.2
Alcoholic beverages:
43 Selective sales taxes . 26.2
44 Liquor stores surplus! 375
45 Public utilities . 401.9
46 Selective sales NEC . 147.6 739.6 1.0 1.2
Motor vehicle taxes: -
47 Motor vehicle licenses . 134.6
48 Motor vehicle property taxes (see ltem 38) 611.7 746.3 1.0 1.2
49 Income and earnings taxes 852.2 11 1.4
Miscellaneous taxes:
50 “‘Other and unallocable’’ taxes . . . 860.5
51 Property taxes on intangibles (see item 39) . 178.2 1,038.7 1.3 1.7

Note: Detail may not add to total due to rounding. NEC means

“not elsewhere classified.”

L Excess of revenue over expenditure of governmentally-operated liquor stores.
For estimated distribution by major property classes, see Appendix.
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Appendix C

DATA SOURCES FOR ESTIMATING REVENUE CAPACITY

Chapter 5 and Appendix D detail the methods used
to estimate the potential yield of various revenue
sources, at U.S.-average rates, for individual States,
metropolitan areas, and counties. Published statistical
sources used for that purpose are listed below. In
addition, special tabulations of unpublished data were
obtained (1) from the Governments Division of the
Bureau of the Census, to estimate the potential yield of
the property tax and of nontax revenue sources of local
governments; and (2) from the Regional Accounts
Division of the Office of Business Economics, to
estimate potential yields of the following types of taxes:

Alcoholic beverage sales

Corporation

Death and gift

Individual income and earnings

Motor vehicle

Property

Published source

American Gas Association, Inc., Gas Facts, 1967

Distilled Spirits Institute, Inc., Apparent Consumption of Distilled Spirits,

by Months and by States, 1968 (1967 data)

Edison Electrical Institute, Statistical Yearbook of the Electric Utility

Industry for 1967

Independent Telephone Association, Annual Statistical Report, 1967

National Tobacco Tax Association, Comparative Cigarette Tax Collections, . . .

Public utility sales

Selective sales taxes not elsewhere classified

Severance

Miscellaneous taxes not elsewhere classified

It should perhaps be emphasized that the listing
below refers only to published sources that directly
entered into the estimation of revenue capacity for
various areas. It thus omits a report of the 1967 Census
of Governments--Volume 4, No. 5, Compendium of
Government Finances—which supplied the basic frame-
work for this effort in the form of detailed actual
revenue data for State and local governments. Those
figures, as supplemented by special tabulations prepared
by the Governments Division of the Bureau of the
Census from underlying computer tape records, were
associated with the separately-developed estimates of
revenue capacity to arrive at the measures of revenue
effort which appear in Appendix G.

Revenue source(s) involved

Public utility sales tax

Alcoholic beverage sales tax

Public utility sales tax
General sales tax

Public utility sales tax
General sales tax

Tobacco sales tax

Per Capita Consumption by States for 1966 (and . . . for 1967)

U.S. Dept. of Agriculture, Economic Research Service, The Balance Sheet of

Agriculture, 1967 (Information Bulletin No. 329)

—, Farm Real Estate Marketr Developments (CD-70, April, 1968)
—, Taxes Levied on Farm Real Property, 1950-67 (Statistical Bulletin

No. 441, July 1969)

U.S. Dept. of Agriculture, Statistical Reporting Service, Livestock and

Poultry Inventory, 1967

U.S. Dept. of Commerce, Bureau of the Census, Census of Business, 1967:
Vol. Hl, Retail Trade, Area Statistics; Vol. V11, Selected Services,

Area Statistics

Property tax

Property tax

Property tax

Property tax

General sales tax
Tobacco sales tax



Published source

., Census of Business, 1963: Retail Trade, Merchandise Line Sales
——, Census of Business, 1967: Vol. V11, Selected Services, Area Statistics

_, Census of Governments, 1967: Vol. 11, Taxable Property Values
___, State Government Finances in 1967

U.S. Dept. of Commerce, Office of Business Economics, Survey of Current
Business, August 1968

U.S. Federal Communications Commission, Bell Telephone System, Selected
Earnings and Balance Sheet Data . . . 1967

U.S. Dept. of the Interior, Bureau of Mines, Minerals Yearbook, 1967

U.S. Dept. of Transportation, Bureau of Public Roads, Highway Statistics
in 1966, 1967

U.S. Treasury Dept., Bureau of Internal Revenue, 1965 Business Income
Tax Returns

__, Statistics of Income: 1966 Individual Income Tax Returns

——, Fiduciary, Gift and Estate Tax Returns, 1959, 1961, 1963

INEC means “not elsewhere classified.”
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Revenue source(s) involved

General sales tax
Tobacco sales tax

Motor fuel sales tax
Amusement sales tax

Property tax
State nontax revenue

Amusement sales tax
State corporation tax
Selective sales taxes, NEC!
Miscellaneous taxes, NEC*

Public utility sales tax
General sales tax

Severance tax

Motor vehicle taxes
Motor fuel tax

Property tax

Individual income tax
Selective sales taxes, NEC!
Miscellaneous taxes, NEC'

Death and gift taxes



Appendix D

ESTIMATING REVENUE CAPACITY
AND EFFORT FOR LOCAL PROPERTY TAXES

Chapter 5 summarized the major steps involved in
developing measures of property tax capacity and effort
for States and local areas. Following is a further
description of the operations involved, with numbered
references to the principal data sources employed, which
are listed at the end of this appendix. Also reported
below are findings from a comparison of our estimates
of taxable property values in a number of California
counties with valuations estimated by the California
State Board of Equalization.

A. Estimating the composition of property tax revenue.

In the first instance, we estimated, by States, how
much of the total yield of the local property tax—as
defined for this report—came from various classes of
property for which separate capacity estimates were
desired. To accomplish this:

1. We deducted from Census-reported totals of local
property tax revenue (Source 1) the portion
resulting from property taxation of motor vehicles
and intangible personal property —components not
covered by the “representative” form of the
property tax. These deductions were estimated
mainly from assessed value data for such property
(Source 2), and were carried out separately for the
SMSA portion and non-SMSA portion of each
State.

2. We deducted also, for the 4 States having “special”
local levies on property other than motor vehicles
and intangibles, the yield of such taxes (Source 2).

3. We distributed the resulting amount of local
gavernment revenue from general property taxes,
separately for the SMSA and non-SMSA portion of
each State, among the following detailed property
classes:

a. State-assessed utility property

b. Other State-assessed property

c. Locally-assessed personal property (other than
motor vehicles and intangible personalty)
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d. Locally-assessed commercial and industrial real

property

(d-1) Public utilities

(d-2) All other
e. Vacant lots
f. Other locally assessed real property.
The amount for each component was determined
by its share of the total of net taxable assessed
values (other than for motor vehicles and
intangibles) as reported in Source 2. Gross
valuation amounts shown there for locally assessed
real property and vacant lots were used, on the
presumption that all exemptions of locally-
assessed real property (the difference between
gross and net taxable values) pertain to item f,
which includes nonfarm residential realty plus
acreage and farms. The separation of locally-
assessed public utility amounts (item d-1) was
based on a special tabulation obtained from the
Governments Division, Bureau of the Census.

. We added the resulting SMSA and non-SMSA

amounts, and also the local “special” property tax
amounts initially excluded for 4 States (all
involving business taxation)—to derive preliminary
statewide yield estimates by property class.

. We further subclassified into ‘“farm™ and “non-

farm” the statewide yields estimated for locally
assessed personal property (item c), using unpub-
lished Agriculture Department figures on property
taxes levied upon farm personal property in 1966.
We made a similar subclassification of yields for
“other locally assessed real property,” using
Agriculture Department estimates of 1966 levies
against farm real estate (Source 3). The nonfarm
portion of personal property yields was taken to
involve business property (ignoring minor amounts
for household personalty in a few States); and the
nonfarm portion of “other locally assessed real
property” was taken as the yield from nonfarm
residential property.

. We grouped various detailed yield estimates for

each State, and added them to obtain nationwide



amounts of local property tax revenue as follows
(in millions):
Nonfarm residential property . $11,919
Farm property (real and personal) 2,032
Vacantlots. . . . . . . . . . 501
Public utilities . L. 1,892
Non-utility business property 8,053
Nationally and in some States, this procedure
probably results in some understatement of the
business portion of local property tax yields, and a
corresponding overstatement of collections from
nonfarm residential property. Developing esti-
mates separately for the SMSA and non-SMSA
parts of each State makes allowance for the
generally higher rates in metropolitan areas.
However, it does not reflect tax-rate ditferentials
within metropolitan areas, which usually involve a
somewhat higher rate within the core city—where
business property makes up relatively more of the
tax base—than in suburbia. This likely bias in the
yield estimates has only a minor effect on the total
property tax capacity estimated for particular
areas, since rather similar average rates were
attributed to the two property classes involved.
However, it does affect the proportions of total
revenue capacity attributed to these particular
components in the data presented for various
areas.

B. Estimating tax rates for non-business property taxes.

As a second step, we determined the average rates
of tax which, if applied nationally to nonfarm
residential property, farm property, and vacant lots,
would have yielded the indicated amounts of local
property tax revenue from these respective types of
property. To obtain for each State an estimate of the
approximate market value of each of these property
classes, we used data on gross assessed valuations and
assessment ratios (Source 2) in conjunction with
Agricuiture Department estimates of farm real estate
values in 1966 (Source 4), in the manner described in
Chapter 2. By adding the individual-State figures and
relating them to the nationwide estimates of tax yield
described above, we obtained the following results:

Indicated
Estimated market average local

value (millions) tax rate

Nonfarm residential

property $750,599 1.588%
Farm property (in-

cluding taxable

personal

property 218,533 .929%
Vacant lots . 43 926 1.024%
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C. Estimating the tax rate for business property.

For reasons detailed in Chapter 2, it was not
possible to develop State-by-State estimates of the
current market value of taxable non-utility business
property. However, nationwide estimates of this
nature were assembled (Source 5). For subsequent
steps, it was necessary to subclassify the total into
three major components. The amounts involved were

as follows:
Estimated market
value (billions)

Non utility business, total . $556.2
Land . ( 96.8)
Inventories . Lo (174.6)
All other (structures and

equipment) (284.8)

This indicates an average local rate of 1.451 per cent
for non-utility business property. At first glance, it
may seem surprising that this rate is less than the
average residential rate of 1.588 per cent, cited above.
As already noted, this is probably due in part to some
underestimation of business property tax yields. More
importantly, however, the market value amounts used
to estimate the over-all business tax rate reflect the
“representative” form of the property tax, while
actual yields are somewhat delimited by the narrower
scope of business property taxation that actually
applies in certain States, including such big ones as
New York, Pennsylvania, and New Jersey. In such
instances, exemptions have been provided for
business personal property, in favor of other means of
taxing business. 1f a separate average rate were
developed for business real property only (which has
not been attempted in this study), it would probably
be at least as high as the indicated average rate for
residential real estate.

. Allocating the yield of non-business

property taxation.

For each of the three types of non-business
property, the geographic allocation of potential yields
at national average rates was based upon estimates of
the market value of such property in the respective
States and local areas. These estimates were derived
from Census data on gross assessed valuations and
average assessment ratios for the respective types of
property (Source 2 and special Census Bureau
tabulations).

E. Allocating the yield of business property taxation.

Geographic allocation of revenue capacity avail-
able from local taxation of business property
presented special problems, due to the lack of good



market-value data for such property at the State or
local levels. The scale of business activity in various
areas is reflected by data on private nonfarm earnings
developed by the Regional Economics Division of the
Office of Business Economics. “Earnings” is a broad
measure, including not only payrolls but also other
labor income and proprietors’ business earnings.
However, the over-all total of private nonfarm
earnings in various areas may not indicate closely
their relative amounts of business property, due to
(1) differences in the property-earnings relationship
as among various businesses and (2) differences in the
economic makeup of particular areas. In an effort to
minimize the influence of such variations, we dealt
separately with each of 56 types of nonfarm business
for which local-area earnings data are developed by
the Regional Economics Division. The procedure was
as follows:

1. We distributed the nationwide market-value
amounts of land, inventories, and other taxable
holdings of non-utility business (cited at C above)
among detailed types of business. This distribution
was based upon Internal Revenue Service figures,
from business tax returns, as to the book values of
land, inventories, and gross depreciable and
depletable assets. (Source 6) (Because the IRS data
include amounts for business-owned residential
property and vacant lots, for which capacity
estimates were being separately developed, it was
necessary to deduct estimated book-value amounts
for these components from the “real estate” class
of business.)

2. We translated the resulting property-value esti-
mates from a “company” basis, as reflected in the
IRS sources, to an “establishment” basis, by using
linkage factors used regularly for a similar purpose
by the Office of Business Economics in calculating
various components of national income data. This
step was necessary because the local-area data used
in a later step reflect earnings of businesses
classified by kind of establishment rather than by
type of company or firm.

3. For each type of non-utility business, we summed
the three value components and applied the
nationwide business-tax rate indicated at C above,
to derive an estimate of potential local property
tax yield on an average-rate basis. {The nationwide
property tax yield for public utilities had been
previously estimated, without any type-of-
property distinction, at step A.)

4. We calculated the relationship between the tax
yield estimated for each type of business and its
nationwide total of earnings, as reported for 1967
by the Office of Business Economics.
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5. We applied these ratios (tax amount per dollar of
earnings) to earnings amounts originating in the
several types of businesses, as recorded by the
Regional Economics Division for various States
and local areas, and summed the products to
obtain a single summary estimate of the potential
yield of local property taxation of business for
each such area.

The importance of subclassification in using
data on earnings to estimate the potential yield of
business property taxation for various areas is
suggested by the following figures. They show the
average tax/earnings relationship, nationwide, for
each of various industry classes:

Local property tax (at
over-all average U.S.
percentage rate) per

Industry class dollar of earnings

Manufacturing . 242%
Mining . . . . . 9.25
Contract construction 0.99
Transportation, communi-

cation and public

utilities . . 5.66
Wholesale and retail

trade . Lo 2.40
Finance, insurance and

real estate 3.27
Services . 1.20

These are the broad classes of non-farm business
for which earnings data are available in published
form for particular metropolitan areas and
counties. The underlying more detailed categories
that were dealt with separately for the present
study involve, understandably, even more diversity
of tax/earnings ratios.

The importance of subclassification can also be
illustrated in another way. The following distribu-
tion shows how individual-State estimates of
business property tax capacity developed for this
study differ from those that would result if such
capacity were calculated merely by reference to
total private nonfarm earnings—i.e., taking no
account of the diverse industrial mix of the
respective States:

Number

Per cent of difference of States
Plus 20 per cent or more 9
Plus 10 to 19 per cent 6
Plus 5 to 9 per cent . F 5
Less than S percent(tor-) . . . . 20

Minus 5 to 9 per cent 4
Minus 10 to 19 per cent 7
Total (including D.C.) 51



Thus, in nearly half the States the two kinds of
measures differ by at least 10 per cent, and in only
20 States are they within less than 5 per cent of
each other.

F. Calculation of effort measures.

The results of the foregoing operations were used,
together with totals of actual local property tax
revenue in various local areas (Source 1 data,
obtained from the Census Bureau in tape-recorded
form), to calculate “relative effort” measures for the
local property tax, for individual States and local
areas. At the State level, such measures were
developed separately for each of the four major
estimating components, but for local areas only a
single summary measure of property tax effort was
calculated.

- Relation to earlier ACIR capacity-effort study.

The procedures described above resemble in some
important respects those used in the earlier ACIR
study of tax capacity and effort. New departures here
with regard to the property tax include: (1) the
development of local-area as well as State-by-State
measures; (2) a specific focus here upon local
property taxation, with separate treatment accorded
to State-imposed property taxes; (3) the use of
distinctive average rates for four components of the
property tax to estimate potential yield, rather than
of a single over-all average rate, as in the earlier study;
and (4) the use here of detailed earnings data to
estimate the geographic allocation of business
property tax capacity.

. Test of property-tax capacity findings for California
counties.

Property-value estimates resulting from the fore-
going procedure for certain California counties have
beecn compared with valuations estimated by the
California State Board of Equalization. The Board’s
figures comprise all locally assessed property, but
exclude public utilities, so a similar delimitation was
applied to figures used for this purpose from the
present study.

Thirty-four California counties were potentially
subject to review—i.e., all those with a 1966
population of at least 50,000. However, one of these
was dropped because of inadequate ratio findings
from the Census of Governments. Of the remainder,
10 were more directly subject to comparison, since
for each of these the Board of Equalization had
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developed “full-value” estimates specifically for the
assessment year of 1966, by expanding 1966 assessed
valuations on the basis of its appraisals of a scientific
sample of locally assessable properties. For each of
the other 23 selected counties, such State measures
were specifically available for either 1965 or 1967,
but not for 1966. However, by reference to various
indicators, the Board regularly “trends™ its appraisal-
based findings for individual counties. The Board’s
trend indicators were thercfore used to adjust its
1965 or 1967 estimates for particular counties to a
1966 basis, to facilitate comparison with this study’s
figures for that year.

For the 10 counties most directly subject to
comparative examination, the two sets of valuation
estimates were substantially identical in total—ie.,
within 0.2 per cent over-all. For individual counties in
this group, our estimates ranged from 110 per cent
down to 77 per cent of the State Board figures. The
median-county relationship was 97.1 per cent, and
the average departure from this relationship was 8.5
percentage points, or 8.7 per cent. As might be
expected, cach of the 3 most extreme departures
involved a relatively small county.

For the entire group of 33 selected counties,
values estimated by the present study totaled 7.2 per
cent above those of the State Board of Equalization,
but one very large county contributed much of the
divergence. If it were excluded, the excess in total
would be only 3.3 per cent. The median-county
relationship was exactly 100 per cent, and the average
individual-county departure from this was 10.6 per
cent. For all except 6 of the 33 counties, the two
value estimates were within 15 per cent of each other.
Of the State’s 10 most populous counties, only 3
showed a divergence between the two estimates of
more than 10 per cent.

It would, of course, be unreasonable to expect a
perfect fit between two sets of data so independently
developed. Some of the apparent disparitics can in
part be traced to methodological differences. In
general, however, the degree of correspondence
between the two sets of data seems encouraging,
especially when it is noted that approximately
onc-third of all the values being estimated pertain to
business property, which involves especially difficult
problems of evaluation.

I. Principal data sources (cited by number above).

1. US. Bureau of the Census, Compendium of
Government Finances (Vol. 4, No. 5, 1967 Census
of Governments).



. US. Bureau of the Census, Taxable Property
Values (Vol. 2, 1967 Census of Government).

. Economic Research Service, U.S. Department of
Agriculture, Taxes Levied on Farm Real Property,
1950-67 (Statistical Bulletin No. 441, July 1969).
. Economic Research Service, U.S. Department of
Agriculture, Farm Real Estate Market Develop-
ments (CD-70, April 1968).

. Unpublished estimates for 1966 from the “Flow
of Funds and Balance Sheet Study” being carried
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out under the direction of Dr. Raymond W.
Goldsmith. Sponsored by the National Bureau of
Economic Research, this project is to adjust and
update statistics shown for the period up to 1958
in Raymond W. Goldsmith, The National Wealth
of the United States in the Postwar Period
(Princeton University Press, 1962). Underlying
methodology is described in that volume.

. Internal Revenue Service, Statistics of Income:

1965 Business Income Tax Returns.



Appendix E

U.S. DIMENSIONS OF CANADIAN - TYPE
“REVENUE EQUALIZATION GRANTS”

A program of “revenue equalization grants” that
was recently enacted in Canada was described in Chapter
3. Under that program, fiscal capacity of each of the 10
Canadian Provinces (corresponding to our States) is
defined and measured in a manner that is very similar to
the ‘““average-financing-system” approach employed in
the present study. Thus, the estimates obtained in this
study permit, for illustrative purposes, a test application
of the Canadian arrangement to the United States.

The “Federal-Provincial Fiscal Arrangements Act,
19677 provides for a grant to each of the Canadian
Provinces whose potential revenues from Provincial
government sources would be less than the national
average in per capita terms. This same system is here
applied to the United States; table E-1 shows the
resulting distribution if such a Federal-State arrangement
had been operative in 1967.

Three other sets of illustrative figures are also
presented and discussed below. Table E-2 shows the
distribution that would have applied in 1967 under a
similar program designed to “equalize” aggregate revenue
capacity of both State and local governments, rather
than only that of the State governments. The other
tabulations show estimates for grant programs also
taking account of aggregate State-local revenue capacity
but with adjustments made for interstate differences in
governmental costs, as indicated by pay rates of State
and local government employees (table E-3) and by
statewide averages of personal income (table E-4).

Grants Adjusted for State Government Capacity

This type of Federal “revenue equalization grant”
would not make payments to all State governments, but
only to those that have revenue capacity per capita that
is below the national average. For each such State, the
grant would be the amount needed to make up this
difference. Thus, filling this kind of gap has nothing to
do with the capacity gap some speak of when they refer
to “unused capacity.” Also, since the measurement of
capacity is done on an average financing basis, nothing
that an individual State government does would enlarge

105

or reduce its entitlement, except insofar as its revenue
practices affect the national picture.
Table E-1.—ESTIMATED 1966-67 DISTRIBUTION OF

FEDERAL GRANTS TO STATE GOVERNMENTS HAVING
BELOW-AVERAGE REVENUE CAPACITY*

Per capita Per cent
amount Amount of U.S.

State {dollars) {$ million) total

us. . . — 1,809 100.0
Mississippi 63 148 8.2
Alabama . 52 184 10.2
Tennesse . 45 176 9.7
Arkansas . 45 88 4.9
South Carolina 44 116 6.4
West Virginia 42 77 4.3
Kentucky 38 120 6.6
North Carolina 37 186 10.3
Georgia 34 152 8.4
Virginia 29 128 7.1
Pennsylvania . 20 238 13.2
Maine . 18 18 1.0
Missouri 12 56 3.1
Wisconsin 12 51 2.8
Utah 12 12 Vi
Idaho . . . . 10 7 4
South Dakota . 4 3 2
Florida . 4 25 1.4
Massachusetts . 3 14 .8
Vermont . . . 2 1 A
lowa 1 4 .2
Arizona 1 2 A
Maryiand . 1 3 .2

*Amounts needed to make up the difference between the per
capita revenue capacity of each State government and the
nationwide per capita average for State government revenue
sources.

If it had been operative in fiscal 1966-67, a program
of this kind—very closely resembling the Canadian
arrangement—would have involved payments to 23
States, ranging in amount from $63 per capita for
Mississippi down to only about $1 per capita for lowa,
Arizona, and Maryland. Given the strong upward trend
in State revenue, the cost would probably have been
about 30 per cent greater in fiscal 1968-69, or around
$2.3 billion. This sum is only about four times as much
as the $573 million Canada distributed that fiscal year to
its seven below-average-capacity Provincial governments,



despite the fact that the own-source revenue of the State
governments in the United States is about seven times as
great as the own-source revenue of the Canadian Provin-
cial governments. The comparison can be expressed in
another way: Canada’s distribution has equalled around
$8 to $9 annually per $100 of own-source Provincial
revenue, while the corresponding ratio here would be
less than $5 per $100 of own-source State government
revenue. It would thus appear that such an arrangement
in this country would be relatively less costly to the
central government than it is in Canada, and would
benefit a smaller proportion of the Nation: here, 23 out
of SO States, with 39 per cent of the total population
(excluding the District of Columbia); in Canada, seven
out of 10 Provinces, having 48 per cent of the total
population.

The per capita amounts of aid in table E-1 take on a
new dimension when they are considered as a percentage
of unaided State government capacity. This type of
program would supplement Mississippi’s capacity by
almost one-half (48 per cent). Four other States would
find their capacity increased by at least 30 per cent. The
seven States receiving grants of $4 or less per capita
would find that their capacity had been supplemented
by only two per cent or less. Although Pennsylvania
would receive the largest amount of dollars, the payment
would be a less significant addition (12 per cent) to its
own pre-grant capacity than for each of the 10 States
ranking above it in table E-1.

The regional picture is strikingly clear. The ten
States that would be eligible for the largest per capita
amounts (the same 10 that would receive the largest
percentage addition to their own capacity) are, without
exception, in the South. Altogether, these 10 would be
entitled to 76 per cent of the funds. The other 13
eligible States are geographically scattered.

As emphasized above, this %ind of “revenue
equalization grant” is not contingent upon any
particular degree of revenue effort by the aided
governments. Nevertheless, it may be of interest to
consider whether the States that would receive the
grants are at least average in this respect. The proper
basis of comparison seems to be State government
revenue effort (Appendix G-4). In 1966-67, 18 of the 23
eligible State governments were making an effort at least
equal to the national average. Thus, this particular grant
program would not appear to suffer from having the two
kinds of fiscal measures (capacity and effort) point in
opposite directions.

Grants Adjusted for State-Local Revenue Capacity

The data assembled in this study permit an
alternative test application of the Canadian approach to
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State and local revenue capacity. As noted in Chapter 4,
there is much to be said for having the Federal
Government view the finances of a State and all its
subdivisions as a unit. As illustrated here, the program
could still operate as a Federal-State arrangement; the
inclusion of local finances in the calculation would not
automatically make it a Federal-State-local program.

Table E-2 shows the dimensions of a grant program
designed to bring up to the national average level the per
capita revenue capacity of State and local governments
in all the States where it was below par. As the table
shows, such a program would be more than twice as
costly as that previously discussed, which sought only to
equalize revenue capacity of State governments. In
1966-67, the broader grant arrangement would have
distributed about $4.6 billion among 25 States. (The
corresponding total for 1968-69 would probably have
been about $5.8 billion.) This sum equals about $7 per
$100 of own-source of State and local governments—a
materially higher ratio than that noted above (less than
$5 per $100) for grants designed to equalize only the
revenue capacity of State governments as such.

Table E-2.—ESTIMATED 1966-67 DISTRIBUTION OF
FEDERAL GRANTS TO STATES HAVING BELOW-AVERAGE
STATE-LOCAL REVENUE CAPACITY*

Per capita Per cent
amount Amount of U.S.
State (doliars) ($ million) total

us. . . - 4,636 100.0

South Carolina 137 356 7.7
Mississippi 133 310 6.7
West Virginia 111 202 4.4
Alabama . 110 388 8.4
Arkansas . 102 201 4.3
North Carolina a5 473 10.2
Kentucky 89 282 6.1
Maine . . 83 82 1.8
Georgia 78 346 75
Tennessee 76 295 6.4
Virginia 72 324 7.0
Vermont . 59 24 .5
Pennsylvania . 54 627 13.5
Rhode Island 43 39 8
Utah 43 43 9
Idaho . .. 34 24 .5
Missouri . 29 131 2.8
South Dakota 19 13 3
Wisconsin 16 65 1.4
Texas . 15 159 3.4
Ohio . 12 122 2.6
Massachusetts . 1 59 1.3
Indiana . . . 9 43 9
Maryland . . . 7 26 .6
Minnesota . . 1 2 1

*Amounts needed to make up the difference between the per
capita State-local revenue capacity of each State and the nation-
wide per capita average for ali State and local revenue sources.

I ess than % of 1%.



As would be expected, most of the same States
appear here as in Table E-1, and in roughly the same
order. The heavy concentration of Southern States at
the top of the per capita list remains. The percentage
addition to capacity arising from the hypothetical grants
is even 1aore impressive for these poorest States. Eleven
States would find their capacity expanded by more than
20 per cent; the top two—South Carolina and
Mississippi—by 50 per cent.

Granted the basic similarity between the tables,
notable differences do appear. For one thing, five new
States join the eligibility list, while three are dropped.
Far more important are the changes in the size of
entitlements. In the shift from State source capacity to
State-local capacity, South Carolina finds its grant jump
from $44 per capita to $137, and Vermont enjoys a
spurt from $2 per capita to $59. The percentages of
pre-grant capacity represented by the Federal aid
payments are equally impressive: the $116 million
payable to South Carolina in table E-1 equalled 30 per
cent of its State-source capacity, while the $356 million
it would receive under the broader program reflected in
table E-2 is equal to 53 per cent of its State-local
capacity. For Vermont, the corresponding shift is from
one per cent to 17 per cent.

Another difference between the two alternative
hypothetical grant programs appears in the findings as to
relative revenue effort made by the States involved. In
the second case, State-local effort is a more appropriate
yardstick than effort from State sources alone. Of the 25
States eligible for revenue equalizing grants under the
broader program, only nine were making above average
effort in 1966-67, as compared with 18 of 23 when only
State government capacity and effort were considered.
This abrupt switch is another way of saying that in most
low capacity States, State sources are tapped intensively,
while local revenue sources are utilized to a less than
average degree. This can be seen with great clarity in the
third column of appendix table G-4, where only six of
the 25 States listed in table E-2 are shown with an effort
above the U.S. average for local revenue sources. This
finding is but another reflection of a regional pattern
commented on in Chapter 2, namely, the tendency in
Southern States for local revenue sources (and especially
local taxes) to be utilized at below-average rates.

Some observers might question a grant arrangement
which thus seemed especially to favor areas where
available revenue sources are not being severely tapped.
Others, however, may counter that this is not
inappropriate, on the ground that any particular level of
“relative revenue effort™ is likely to involve more burden
or sacrifice for a State with small revenue capacity per
capita than for others which are better off on that score.
In any event, as emphasized above, it is a built-in feature
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of the revenue-equalizing grant approach that differences
in effort be disregarded in determining the allocation of
funds.

Grants Adjusted for Governmental Cost Levels

At various points in this study, warnings have been
offered about possible misuse of simple per capita
comparisons of revenue capacity. In the monograph
concerning grant arrangements which was discussed in
Chapter 3, Mr. Clark noted that “in a revenue
equalization formula, it is assumed that expenditure
needs per capita are identical in all provinces....””' As
the author also observed, however, this assumption is
obviously not realistic. Areas are likely to differ in their
public expenditure needs per capita for two kinds of
reasons: (1) because of differences in the nature, scope
and intensity of public services they require, on account
of natural conditions (topography, climate, etc.),
demographic conditions (population composition, ur-
banization, etc.), and economic conditions (income
distribution, level of employment, etc.); and (2) because
of geographic differences in price levels for the services
and goods utilized by governments to carry out their
responsibilities.

An effort to avoid the assumption of identical
expenditure needs per capita in the design of grant-in-aid
arrangements would, in its most precise form, call for a
determination of the cost in various areas of providing a
defined set of those public services for which financial
equalization was desired, so as to have a dollar measure
of “fiscal need” with which relevant amounts of
financing capacity could be compared. That, however, is
a heroic challenge. As pointed out in Chapter 1 of this
report, specifications for the present study did not
contemplate any attempt to determine the relative fiscal
need of various areas. The problems involved in any such
effort would, in their complexity, completely dwarf the
more manageable task which has been undertaken, to
develop comparative measures of revenue capacity and
effort.

Nonetheless, two points deserve emphasis. First, the
“actual revenue” amounts which have entered into the
calculation of effort in this study may be viewed as a
reflection of fiscal need—or, perhaps more precisely, as
reflecting the interpretation of and response to such
need by State and local governments. Secondly, while it
would be extremely difficult to translate into dollar
terms the many variables that affect the scope and
intensity of public services, information #s available to
indicate geographic differences in cost level for at least a

IDouglas H. Clark, op. cit., p. 27.



major element of State-local expenditure—salaries and
wages.

Accordingly, Census Bureau figures on earnings of
full-time State and local government employees have
been used, in effect as a proxy “unit-cost” measure, to
develop estimates for still another version of revenue
equalization grants. This hypothetical plan, like that
summarized above in table E-2, would be designed to
assist States where aggregate per capita revenue capacity
from both State and local government sources is
below-average. In this case, however, the target amount
of “revenue need” used to calculate the grant eligibility
of any State was adjusted to take account of one-half of
the difference between average monthly earnings of
full-time State and local government employees in the
particular State and the corresponding national earnings
average for all such employees.?

An example may clarify the methodology. Public
employees’ earnings in Alabama averaged 76 per cent of
the national average. It was therefore assumed, in effect,
that any given amount of governmental revenue in
Alabama was actually “worth” more in terms of public
buying power to the extent of half this divergence.
Therefore, the amount of “revenue need” that would
have resulted by assuming for this State the nationwide
average per capita amount was reduced by 12 per cent
(from $1,395 million to $1,228 million). Deducting
from this adjusted target figure Alabama’s revenue
capacity of $1,007 million led to the indicated grant
amount of $221 million, or $63 per capita—materially
less, because of the adjustment procedure, than its
allocation under the simpler revenue equalization
formula summarized in table E-2.

The “halving” of earning-rate differences in carrying
out these calculations was obviously arbitrary, but may
be rationalized on two grounds. In the first place, while
wages and salaries make up a considerable fraction of
State and local government expenditure (42 per cent in
1968), and regional differences in public pay rates
probably resemble cost level differences in some other
spending components as well, this is not the case for all
State-local outlays. Secondly, part of the regional
variation in public pay rates is likely to be associated
with differences in training, competence, and produc-

2The pay rate calculations were based on data for October
1968, the latest period for which needed figures had been re-
ported by the Bureau of the Census at the time these estimates
were developed. The earnings average for each State was not taken
directly from the Census source, but was specially calculated in
such a way as to eliminate the influence upon the average of
interstate differences in the proportions of employees engaged in
various functions, and in teaching versus nonteaching positions,
as reported separately by the Census Bureau for public schools
and for institutions of higher education.
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tivity of the employees concerned. For both these
reasons, then, it seemed proper to discount earnings
differences, rather than using them directly as a proxy
for interstate variations in the “unit cost” of State and
local government.

In most instances, this price-level adjustment was
relatively limited, involving a change in estimated
“revenue need” of less than 10 per cent in all except 9
States. For 7 of these—all in the South—the estimate was
lowered, while for the other two it was raised.

The results of these calculations for an adjusted
system of revenue equalization grants are summarized in
table E-3.

Table E-3.—ESTIMATED 1966-67 DISTRIBUTION OF
FEDERAL GRANTS TO STATES HAVING BELOW-AVERAGE
STATE-LOCAL REVENUE CAPACITY, WITH ADJUST-
MENTS FOR GOVERNMENTAL COST LEVELS INDICATED
BY PUBLIC EMPLOYEES' PAY RATES

Per capita Per cent
amount Amount of U.S.
State {dollars) ($ million) total
us. . XXX 3,071 100.0
South Carolina 89 232 7.6
West Virginia 74 134 4.4
Mississippi 71 166 5.4
North Carolina 69 345 11.2
Alabama . 63 221 7.2
Virginia 54 244 7.9
Kentucky 53 169 5.5
Maine . 52 51 1.7
Pennsylvania . 50 581 189
Vermont . 44 18 6
Arkansas . 43 84 2.7
Rhode Island 36 32 1.0
Georgia 34 152 4.9
Tennessee 30 118 3.8
Wisconsin 25 106 3.5
Utah 21 21 7
Massachusetts 17 91 3.0
Maryland . 15 55 1.8
Michigan . 13 109 3.5
Minnesota 13 45 1.5
Missouri . 7 32 1.0
Ohio . . . . 6 60 2.0
Arizona 2 4 A
New Jersey 1 1 2

!{ ess than $.50.
Less than % of 1%.

This type of revenue equalization grant program
would have cost $3.1 billion for fiscal 1966-67 (or
presumably some $4.1 billion two years later), which is
about 30 per cent less than the amount estimated for a
program making no allowance for cost-level differences.
Again about half of all the States would be eligible for
aid, but this group of 24 includes three (Arizona,
Michigan and New Jersey) that did not qualify under the
unadjusted plan outlined in table E-2, while it does not
include four States (Idaho, Indiana, South Dakota, and



Texas) that would be covered under that plan. There is a
general similarity in the States heading each list, with
eight of the top 10 located in the South here, as
compared with nine out of 10 in table E-2. However, the
share of the total distribution going to Southern States is
less on this basis—61 per cent, as compared with nearly
73 per cent under the unadjusted plan. For most of the
States showing up here as well as in table E-2, the
cost-level adjustment would result in a lesser grant.
However, the adjustment would increase the grants going
to Massachusetts, Minnesota, and Wisconsin, where
public employees’ earnings run somewhat above the U.S.
average.

At first glance, the foregoing kind of revenue--
equalization grant arrangement might seem to have
much to recommend it. However, it is subject to at least
one extremely serious limitation. Unlike the ‘‘unad-
justed” distributional plans previously examined, this
one would not be unaffected by the financial practices
of State and local governments. Quite the contrary for
governments in those States where unadjusted revenue
capacity averages less per capita than in the nation as a
whole. For those States, the kind of formula outlined
would in effect afford a 100-per cent Federal subsidy for
higher pay rates to public employees. And even States
moderately above the national per capita average of
(unadjusted) revenue capacity would, under this arrange-
ment, become eligible for some aid by upping their
employees’ pay rates.

These effects of the grant plan could be lessened, of
course, by cutting back the allowance for pay-rate
differences from one-half to some smaller fraction.
However, if the cutback was only minor, it would not
have much effect; and if it was severe, it would tend to
nullify the intended effort to provide a cost-level
adjustment as part of the grant arrangement. Accord-
ingly, an alternative method has been devised and tested,
under which differences in governmental cost levels are
inferred from average per capita personal income in the
respective States. With this approach, it is being
presumed in effect that the average income level for the
entire resident population of a State can be used as a
proxy for the probable or reasonable rate of earnings for
public employees there. Hence, the reasons offered
above for “halving” of interstate differences in public
pay rates in order to allow for variations in the unit cost
of government also apply in this instance.

Table E-4 summarizes the distribution of revenue-
equalization grants under this alternative formula. For
each aided State, the allocation is the sum needed to
bring its revenue capacity up to the estimated amount of
its “revenue need”—obtained by (1) figuring how much
revenue it would require in terms of the nationwide per
capita average of State-local revenue and (2) then
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adjusting this sum up or down by one-half of the
percentage difference between per capita personal
income within the State and in the Nation as a whole.

Table E-4. ESTIMATED 1966-67 DISTRIBUTION OF
FEDERAL GRANTS TO STATES HAVING
BELOW-AVERAGE STATE-LOCAL REVENUE CAPACITY,
WITH ADJUSTMENTS FOR GOVERNMENTAL COST
LEVELS INDICATED BY STATEWIDE AVERAGES OF
PERSONAL INCOME

Per capita Per cent
amount Amount of U.S.

State (doilars) {$ million) total

us. . XXX 2,895 XXX

South Carolina 75 195 6.7
West Virginia 58 105 3.6
Pennsylvania . 54 627 21.7
Mississippi 52 121 4.2
Maine . 50 49 1.7
Alabama . 49 172 59
Rhode Island . 49 a4 1.5
Virginia 47 212 7.3
North Carolina 45 224 7.7
Kentucky 41 130 45
Arkansas . 40 78 2.7
Georgia 37 166 5.7
Vermont . 37 15 5
Massachusetts 31 170 59
Tennessee 27 103 3.6
Maryland . 24 87 3.0
Missouri 18 80 2.8
New Jersey 16 112 39
Wisconsin 16 65 2.2
Indiana 14 69 24
Connecticut . 12 36 1.2
Utah . 10 10 3
litinois . . . 2 25 9

As indicated by the table, this sort of revenue
equalization program would have cost $2.9 billion for
fiscal 1966-67 (or presumably some $3.8 billion two
years later), or somewhat less than the plan summarized
in table E-3. Grants would go to 23 States, including
three (Connecticut, Illinois, and Indiana) not eligible
under that plan, but excluding four others (Arizona,
Michigan, Minnesota, and Ohio) for which table E-3
showed minor amounts. There is considerable similarity
in the identity and ranking of the States that would be
aided under this and the “cost-level-adjusted” plan
previously outlined. This, of course, might reasonably be
expected; it reflects the fact that interstate differences in
State-local pay rates generally tend to parallel those in
the overall level of personal income.

Again in this instance, 10 of the aided States are in
the South. However, their grants would generally be
somewhat less, and the South’s proportion of the total
distribution under this formula would be 52 per cent, as
compared with 61 per cent under the cost-adjusted plan



previously examined and nearly 73 per cent under the
simple allocation system summarized in table E-2.

Concluding Observations

Two final comments are in order.

In the first place, it should be emphasized that the
foregoing sets of estimates are not offered as policy
proposals. Their presentation should not be interpreted
as being intended to justify the desirability of one or
another of the grant arrangements described above.
Rather, these figures are intended solely to illustrate
how the revenue capacity estimates prepared in this
study can be utilized to gauge the dimensions of various
forms of capacity-equalizing grants, generally modeled
after Canada’s established system, that might merit
consideration in the United States.
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Secondly, the hypothetical plans presented here do
not exhaust the alternative arrangements for which
corresponding kinds of estimates could be made. For
example, the scope of the financing “capacity” to be
considered for equalization might be narrowed to take
account only of taxes, rather than including also nontax
revenue sources of State and local governments; or
perhaps broadened, to deal with over-all fiscal capacity
including debt issuance in addition to revenue, possibly
along the lines examined in Appendix F. Again, some
alternative and possibly better way might be designed to
allow for interstate differences in governmental price
levels than those reflected in tables E-3 and E-4, above.
It is hoped that the background data in this report,
together with the illustrative estimates presented in this
appendix, may aid fiscal scholars and responsible
policymakers in their further consideration of such
matters.



Appendix F
TAKING DEBT CAPACITY
AND BORROWING INTO ACCOUNT

At any particular time, a portion of the revenue
capacity of State and local governments is in a sense
committed or ““mortgaged” for the amortization of debt
they had previously incurred. For example, at the
beginning of fiscal 1966-67, these governments had total
general government debt (i.e., excluding that for local
utilities) amounting to $90 billion, which gave rise
during the fiscal year to debt service requirements of
about $7.2 billion, including $3 billion for interest and
$4.2 billion of maturing long term debt to be retired.

Such debt service commitments would be irrelevant
to the measurement of relative financing capability if
they represented everywhere the same fraction of total
revenue capacity. But this is emphatically not the case.
In Delaware, for example, amortization requirements for
general State and local government debt in fiscal
1966-67 amounted to more than one fourth of statewide
revenue capacity, as estimated in this study; on the other
hand, for South Dakota—with relatively little debt
outstanding—this proportion was only about 3 per cent.

One might take account of such variations by
deducting debt service requirements from total revenue
capacity to arrive at an adjusted measure reflecting
“currently available” revenue capacity. Because of
variations in their debt background, the relative standing
of numerous States would be materially altered by such
calculations: those with a large amount of previously
incurred debt (in relation to their revenue capacity)
would show up less well off and those with little debt
better off than in terms of revenue capacity alone.

Such an “adjusted revenue capacity” measure would
involve a lop-sided and incomplete concern for the fiscal
implications of indebtedness, by treating debt service
requirements only as a negative factor and not taking
account on the other hand of the financing potentially
available from debt issuance. But this background does
suggest one possible approach to the problem that was
briefly mentioned early in this study—namely, whether
it may be possible and desirable to devise comparative
measures of financing capacity and effort that
encompass not only governmental revenue but also
borrowing. This matter was discussed in Chapter 1 as
follows:

“.... A considerable part of the capital outlay

of local governments is financed in the first

instance by debt issuance, and the same is true

to a lesser extent for State government outlays.
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Debt financing might be viewed as one form of
governmental effort—at least a short-run alter-
native to the raising of the same amount of
revenue. And although debt issuance permits
the postponement of the burdens flowing
immediately from taxes or public charges, it
does involve a sort of sacrifice by the
jurisdiction involved—a reduction in its further
borrowing power and the acceptance of a
future drain upon its resources for debt service.
A major argument for trying to take account of
the borrowing component of State-local finan-
cing is that this would permit the subclassifica-
tion of “effort™ along functional lines. On the
other hand, to do that would imply that
borrowed funds can be readily interchanged
with governmental revenues, and that is not so;
bonds are usually issued to finance particular
capital outlays, and cannot be diverted to other
purposes. Furthermore, borrowing supplies
only a rather minor part of all State-local
financing, and special problems arise in trying
to measure relative debt capacity. Accordingly,
in the present study capacity and effort have
been measured and reported mainly in terms of
revenue alone, although an appendix section
takes a look at broader measures that also take
account of financing by debt issuance.”

Estimating Over-all Fiscal Capacity

In addition to the $77.6 billion that State and local
governments obtained in fiscal 1966-67 from taxes and
other “own revenue” sources, as defined in this study,
they also obtained $8.7 billion by borrowing for
general-government purposes.! The sum of the two
amounts, $86.4 billion, may be taken as the total of
general government financing provided that year from
State and local sources—nine-tenths of it obtained by

IThis is the sum of the increase in general debt outstanding
for all the governments that experienced such an increase in
fiscal 1966-67. A larger amount would appear if one took
account on a gross basis of all general debt issued. However, the
debt-change approach applied here at the individual government
level seems preferable, since some of the long-term debt issues
were to refinance indebtedness previously outstanding.



revenue-raising and the other one-tenth
borrowing.

Even though borrowing involves a rather different
kind of governmental “effort” than the raising of
revenue, there is some value in considering the two
together, especially so that the outgo side of State-local
finances can be examined in relation to an aggregate
measure of capacity. Available data sources do not
indicate how much of State-local expenditure for various
functions is financed from borrowing, as distinct from
revenue. But if these two kinds of financing are taken
together, it is possible to develop comparative measures
of relative effort in functional terms.

However, we must then face the problem: How does
one estimate the over-all financing capability of State
and local governments, to provide a measure that reflects
not only their revenue potential but also their
debt-incurring capacity?

It is well to recall that we are concerned with
relative rather than absolute measures. We are not trying
to determine the maximum total amount of State and
local government financing that would conceivably be
possible in particular areas or in the Nation as a whole,
but, rather, to gauge the financing capability of various
areas in comparative terms. Our starting point in dealing
with revenue was to presume that the standard of
comparison should be amounts actually raised by State
and local governments, so that by definition, for the
Nation as a whole, revenue capacity equalled actual
revenue. Similarly for total financing from State and
local government sources our standard for comparison is
actual performance, so that for the Nation as a whole
over-all fiscal capacity is taken as equal to the sum of
actual revenue and borrowing, which amounted in fiscal
196667 to $86.4 billion, or $441 per capita.
Furthermore, since borrowing by State and local
governments that year was equal to 11.3 per cent of all
the revenue they raised, this over-all capacity amount
equals 111.3 per cent of the $77.6 billion of revenue
capacity.?

It would clearly be improper, however, simply to
apply this factor uniformly to the revenue capacity
estimated for various areas, in effect crediting each with
an allowance for borrowing capability equal to 11.3 per
cent of their revenue capacity. For, as noted above,
previous borrowing had already established diverse
requirements for debt service representing a potential

through

“This relationship, of courtse, is not unchanging over time.
The proportion of State-local financing represented by
borrowing was somewhat less in fiscal 1966-67 than in all or
most years of the preceding decade. This ratio dropped off
further in the next fiscal year, rose again in fiscal 1968-69, and,
due to the money market difficulties of recent months, was
probably at a materially lower level the following year.
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charge against available financial resources. Or, to
express the matter in another way, fotal debt-carrying
capacity had already been partly utilized, to a widely
differing extent in particular areas.

To deal with this problem, a procedure was devised
which takes account of pre-existing indebtedness in
estimating the over-all financing capability of State and
local governments in particular areas. With this
procedure, as carried out on a State-by-State basis for
1966-67, total fiscal capacity is calculated by reference
to revenue capacity, but with an allowance for any
divergence of annual debt service requirements from the
amount of such requirements that would apply if general
debt in the particular State were at a national-average
level.

The amortization rate used to calculate debt service
requirements is necessarily arbitrary. We have assumed a
rate of 8 per cent of total outstanding debt (at the
beginning of the fiscal year) as the amount needed to
pay interest and retire maturing indebtedness. Actual
State-local interest expenditure on general debt in fiscal
1966-67 amounted to 3.4 per cent of beginning-of-year
general debt. Several Census Bureau studies have
indicated that a little under five per cent of all State and
local long-term debt comes due for retirement annually.
But since our over-all ratio applies to the sum of
short-term and long-term general debt, it seemed proper
to reduce the allowance for scheduled debt retirement to
4.6 per cent, making the aggregate assumed rate for debt
service eight per cent.

The estimating procedure can be illustrated by the
figures below for the State of Iowa, where, at the
beginning of fiscal 1966-67, State-local indebtedness was
relatively low in relation to revenue capacity, and for
New York, where the opposite condition existed.
{Amounts shown are in millions of dollars.)

lowa New York
a. General debt at beginning of
year . . . . . . . . 532.8 14731.6
b. Estimated revenue capacity 1,131.7 8,029.0
c. Debt service requirements with
average debt load (.0926* x b) 104.8 743.7
d. Debt service requirements with
actual debt load (.08 x a) 42.6 1,178.5

e. Item b plus ¢ minusd . . 1,193.9 7,594:2

f. Estimated total fiscal capacity

(1.113%* xe) . . . . . 13285 8,506
g. Ratio of total fiscal capacity
to revenue capacity (f/b) 1.174 1.053

*Eight per cent of assumed debt equal to 1.1158 times revenue
capacity (the U.S. average proportion).
**The national average ratio of fiscal capacity to revenue
capacity.



With this approach, some margin for borrowing was
found in every State; that is, total fiscal capacity was
greater than revenue capacity in all instances. This would
not always be the case, however, if a corresponding
procedure had been applied to 1966-67 data for smaller
areas, such as counties. With the estimating factors
applied, no borrowing margin would have appeared for
any area where the amount of general debt to be
serviced was at least 2.4 times the area’s revenue
capacity. To the extent of any such excess, with this
method of calculation, total fiscal capacity would
actually show up as less than revenue capacity. At the
other extreme, an area with no outstanding general debt
at all would, with this estimating procedure, show up
with total fiscal capacity about 22 per cent greater than
its revenue capacity.

The term “borrowing capacity” has been used
above. However, both because of the greater irregularity
from year to year in debt issuance than in revenue flows,
and because—as noted above—it is possible with the
estimating approach used here to find a negative
difference between total fiscal capacity and revenue
capacity, it is more appropriate to focus attention on the
broader measure as such, rather than to treat the
difference between the two as a borrowing capacity
measure with which actual debt issuance during a
particular year might be directly compared.

Estimates of total fiscal capacity and of relative
total fiscal effort (expressing the relation of actual
revenue plus borrowing to total fiscal capacity) have
been developed for State areas, and appear with related
measures in table F-1. Corresponding data have not been
assembled for metropolitan areas or individual counties,
both because of time limitations and because of the
tentative and exploratory nature of the estimating
procedures employed. However, there would appear to
be no serious technical obstacle to the development of
such local-area measures. Debt figures needed for that
purpose to supplement the kinds of revenue statistics
detailed in the main body of this report are available
from Census sources, and, although it would be
necessary to estimate the geographic allocation of the
State debt amounts involved, that presumably could be
handled properly by reference to the allocations
determined for State government revenue.

Highlights of State-Area Findings

In over-all fiscal capacity, as estimated here,
individual States ranged in 1966-67 from a high of $763
per capita (Nevada) down to $292 per capita
{(Mississippi). This closely resembles the 2.6-to-1 range
measured for revenue capacity alone. Most States, in
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fact, show up quite similarly on both bases of
comparison. When each of the two measures is expressed
on an index basis in relation to related national averages,
they are within two percentage points of one another for
25 States. However, some divergences are rather sizable.
For example, certain States with relatively little debt
move up noticably when capacity is measured on an
over-all basis rather than only in terms of revenue—lowa
from 103 to 109 per cent of the national average, South
Dakota from 95 to 102 per cent, and Wyoming from
148 to 154 per cent. Heavily indebted States show the
opposite kind of shift—Delaware dropping from 120 to
108 per cent of the national average and New York 113
to 107. Eight other heavily-indebted States drop off by
three to five percentage points, while 13 States with
less-than-average debt loads appear three to five per cent
better off in terms of over-all fiscal capacity than in
terms of revenue capacity only.

Also because of differences in the volume of
outstanding debt in relation to revenue capacity, there is
a considerable range in the extent to which total fiscal
capacity exceeds revenue capacity—from practically
nothing in high-debt Delaware up to a differential of
more than 15 per cent in Idaho, Iowa, Nebraska, North
Dakota, South Dakota, and Wyoming. For most States,
however, this differential is not far from the national
average of 11 per cent.

Total actual financing by State and local govern-
ments in 1966-67 (revenue plus borrowing) ranged from
$719 per capita in Alaska down to $306 per capita in
Mississippi. This is somewhat wider than the 2-to-1
interstate range observed for per capita revenue alone.
However, there seems no general tendency for greater
variation in one or the other of these measures: Seven
States were at least 20 per cent above the per capita
national average of total financing, similar in number to
the eight States found to be at least 20 per cent above
the revenue average; again, nine States were at least 20
per cent below the total-financing average, resembling
the count of 10 found to be at least 20 per cent below
the per capita average for revenue financing alone.

The sixth column of table F-1 provides a measure of
“relative total fiscal effort,” expressing the percentage
relationship of actual revenue plus borrowing in each
State to its estimated total fiscal capacity. Nineteen
States show greater-than-average effort (a figure of more
than 100), two exactly average, and 30 below-average
effort. This is practically the same as the distribution
found for revenue effort alone (20, 2, and 29 States,
respectively). Moreover, the extreme range for relative
total fiscal effort (from 132 in Alaska down to 79 in
Nebraska) resembles that found for relative revenue
effort alone (from 126 in New York down to 77 in
Nevada).



However, while many States show up about the
same on both comparative standards, there are numerous
significant shifts. For example, Idaho and South Dakota,
having relatively little outstanding debt and engaging in
only limited new borrowing in 1966-67, drop several

points—Idaho from 108 for revenue effort alone down
to 98 for “total fiscal effort,” and South Dakota from
105 down to 93. On the other hand, those States with a
greater-than-average volume of beginning debt and/or of
new borrowing in 1966-67 move up materially when
effort is calculated comprehensively—for example,
Alaska from 106 for revenue effort alone to 132 for
total effort, Connecticut from 93 to 103, Delaware from
102 to 120, Kentucky from 93 to 111, and Oklahoma
from 88 to 102. When attention is directed at total fiscal
effort rather than revenue effort alone, an upward shift
of five to nine percentage points is found for six
additional States, and a drop of five to nine points for
13 others. For the remaining 25 States, the two
measures of relative effort are within four points of each
other.

The seventh and eighth columns of the table show
the percentage relationship to each State’s estimated
total fiscal capacity of its actual 1966-67 revenue and
borrowing, respectively. Borrowing ranged from over 20
per cent of total fiscal capacity in Alaska, Kentucky,
Oklahoma, and Vermont down to less than five per cent
in Hawaii, Montana, South Dakota, Utah, and West
Virginia. Revenue alone, as a percentage of total fiscal
capacity, ranged from 117 in Hawaii down to 68 in
Nevada. As would be expected, extensive borrowing is
generally associated with a high level of total fiscal
effort: of the 19 States with an above-average index of
total effort, 14 show borrowing equal to at least 10 per
cent of their estimated over-all fiscal capacity (the
national average proportion).

The four final columns of table F-1 illustrate one
potential use for the kind of comprehensive capacity
measure developed for this presentation. As previously
noted, it is not possible for existing data sources to
determine how much State-local expenditure for various
purposes is financed from current revenues, as distinct
from borrowings (or, for that matter, from carried-over
fund balances). It is possible, however—as has been done
in preparing this table—at least to approximate closely
the amounts of expenditure for various purposes that
were financed from State and local government sources,
by deducting from gross spending for the particular
functions involved the intergovernmental revenue
received for such purposes from the Federal Govern-
ment. But since the resulting “own-source” expenditure
figures include some amounts financed from borrowing,
they cannot properly be compared with a capacity
measure that solely reflects revenue-raising capability.
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Instead, a more meaningful calculation of relative effort
for various functions can be made by reference to a
broader standard which takes account of both revenue
and borrowing capacity.

Nationally, the functions for which comparative
effort measures appear in table F-1 accounted in
1966-67 for about two-thirds of all expenditure financed
from State and local government sources.® Education is
by far the most costly or “greatest effort” function in
every State. However, as the table shows, there are
material differences from State to State in the relation
between spending from State-local resources for this
function and total fiscal capacity. Even greater variations
in relative effort appear for the other functional
categories reported. The following figures provide a
summary picture of this diversity:

Measure of functional effort (expenditure
from State-local sources as a percent of
over-all fiscal capacity)

High-
U.S. Median Highest Lowest low
Function(s)  average State  State*  State* range
Education. 39 39 62 (Utah) 26 (Nev.) 2.5to 1
Highways. . . 11 13 27 (Vt.) 7 (Nev.) 4.1to1
Public welfare,
health & hos-
pitals . . . 12 10 20(N.Y.) 6(N.D.) 35tol
Police and fire
protection . . 5 4 8(N.Y.) 2(N.D.) 38tol

*Excluding the District of Columbia, in view of its unique
nature.

It should especially be noted that the functional
effort measures are related to estimated total fiscal
capacity, rather than to an aggregate of actual financing
or expenditure. Accordingly, States that rank very high
in capacity (Nevada and Wyoming being notable
examples) may exhibit a relatively low effort index for
one or more functional classes even though a quite
different impression would be given by more traditional
kinds of data, such as comparisons of per capita
expenditure or of the proportions of all expenditure
applied to particular purposes. Similarly at the other
extreme of the range, such very low-capacity States as
Mississippi and South Carolina may show up materially

3The word expenditure is used herc broadly to cover not
only what the Census Bureau reports as general expenditure but
also various other requirements financed from revenue and
borrowing as defined for the present study, including: deficits of
locally-operated public utilities; contributions to employee
retirement systems; rcduction of general debt (by governments
with such a net reduction in 1966-67); and additions to fund
balances (by governments experiencing such an addition).



“better” in this kind of presentation than in more
traditional kinds of comparisons.

However, a point made elsewhere in this study
should again be strongly emphasized in this context. The
word “effort” as it is most commonly used generally
connotes something good. Students, athletes, and
employees are encouraged to apply themselves whole-
heartedly—to make the best effort of which they are
capable. Lacking some better brief term that might not
have such a subjective flavor, we have used the word
“effort” in the present report to designate the
relationship between actual financing amounts or (in this
appendix section) actual expenditure amounts and
certain calculated measures of financing capability. But a
high level of “effort” as thus reported is not necessarily
better in any abstract or moral sense than an average or
lower level. Rather, it is likely to reflect the influence of
many factors that currently or as a result of historical
development tend to affect the level of governmental
financing and the amount of resources applied to
particular public services in various areas.

This is illustrated by the interstate range in relative
fiscal effort for police and fire protection. It is not
surprising, in view of the especially urban need for such
services, that most rural States show a low effort
measure for them. By the same token, no particular
virtue should necessarily be credited to the highly urban
States that show high effort for police and fire
protection. For the other functions reported in table
F-1, interstate differences in popular preferences
probably have a more important influence on reported
effort levels. But basic environmental factors undoubt-
edly also play a major role—e.g., population density, in
relation to highway needs and spending; the proportion
of elderly inhabitants, in relation to welfare and health
requirements; the proportion of school-age population,
in relation to public education requirements. And
long-established institutional factors are similarly im-
portant, as illustrated by the widely differing degree to
which public universities and colleges (accounting for a
material fraction of all Statelocal spending for
education) are supplemented in various parts of the
Nation by private institutions of higher education.

As discussed elsewhere in this report, measured
differences in relative effort, in total or for specified
purposes, might well be taken into account in the design
of particular grant-in-aid arrangements. Such uses,
however, would presumably include also an attempt to
measure service needs to be financed. In that broader
context, one might well conceive of the setting of some
desirable or minimum effort level as a standard for
comparison or distinction among potential grant
recipients. But—to repeat—it is important to recognize
that in the absence of relevant measures of needs to be
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served, “relative effort” should be viewed as a neutral
indicator that does not directly denote what particular
level of financing should be aimed at or expected.

Concluding Observations

Certain reservations may be noted concerning the
kinds of measures discussed in this appendix that do not
apply to the revenue capacity and effort data presented
in the main body of this study.

As indicated in Chapter 1, we believe that a strong
case can be made for estimating revenue capacity by an
average-financing-system approach, measuring the poten-
tial yield of various sources and in effect weighting each
detailed element of capacity according to its relative
importance in the existing State-local revenue system.
Further, we believe that such an approach can and
should go beyond taxes to take account also of non-tax
revenue sources. Thus, while the particular methods we
have used to estimate the financing capacity available
from particular sources might be questioned and perhaps
desirably modified, we believe the basic concepts
involved can be strongly defended, and that the results
lend themselves very well to the measurement of relative
revenue effort in total and for various kinds of revenue
sources.

In contrast, when one tries, as we have here, to go
further and broaden the concepts of capacity and effort
to take account of borrowing as well as revenue, far
more problematic issues are encountered. Since borrow-
ing involves a very different kind of “effort” than the
raising of revenue, one must be cautious in combining or
relating these two elements.

For one thing, as already noted, borrowed funds are
generally available only for specific capital outlays and
are not readily interchangeable with other resources.
Moreover, a comprehensive measure of relative fiscal
capacity that includes adjustments for debt-service
requirements is—at least over time—directly affected by
the financing practices of the governments in any
particular area, while this is not so for measures of
relative revenue capacity (except to the extent that such
localized practices influence nationwide proportions that
enter into the weights used to estimate revenue capacity
on an average-financing-system basis). As illustrated by
the figures in table F-1, a background of extensive
previous borrowing tends to depress the relative over-all
capacity of some States. Especially if such comparative
measures were being considered for use in an
intergovernmental aid program, it might be argued that
this feature would offer an incentive for fiscal
improvidence, since those areas which borrowed heavily
would show up as having less fiscal capacity than would
otherwise be the case.



Table F-1.-OVER-ALL FISCAL CAPACITY AND EFFORT OF STATE AND LOCAL GOVERNMENTS,
AND RELATED MEASURES, BY STATES: 1966-67

Per cent relation to over-all fiscal capacity of —

Per capita

Per capita over- total financing

Expenditure from State-local
sources for selected functions

all fiscal Per cent {revenue plus
capacity relation borrowing) Public
of fiscal Revenue weifare,
Relative capacity Relative  plus health Police
to U.S. to revenue to U.S. borrow- Borrow- Educa- High- and hos- and fire
Amount average capacity Amount average ing! Revenue? ing? tion ways pitals protection

Us. ....... 441 100 11 441 100 100 90 10 39 11 12 5
Alabama . ... ... 312 71 109 332 75 106 89 18 44 13 11 4
Alaska . ....... 544 124 106 719 163 132 99 33 42 15 10 5
Arizona ., . ..... 458 104 115 472 107 103 94 9 46 12 6 5
Arkansas . .. .... 336 76 115 313 71 93 77 16 34 12 9 3
California . ..... 556 126 112 575 130 103 94 10 38 10 14 6
Colorado . . .. ... 486 110 115 482 109 99 94 6 45 10 13 4
Connecticut . . . . . 457 104 106 473 107 103 88 15 36 11 10 6
Delaware . . . . ... 477 108 100 572 130 120 102 18 48 23 9 3
Dist. of Columbia . . 523 119 114 428 97 82 75 7 21 5 18 10
Florida . . ... ... 460 104 113 414 94 90 82 8 32 11 9 5
Georgia . ...... 356 81 112 365 83 102 87 15 38 10 13 4
Hawaii ... ... .. 437 99 107 522 118 119 117 3 42 10 13 7
Idaho . . .. ... .. 422 96 17 415 94 98 a3 6 38 14 9 4
Hlinois . .. ... .. 486 110 113 398 90 82 75 7 32 8 10 5
Indiana . .. ..... 444 101 115 400 91 20 85 5 a4 9 10 4
lowa ......... 481 109 117 474 108 99 89 10 40 18 10 3
Kansas ... ..... 482 109 115 437 99 91 85 6 37 13 9 3
Kentucky . ..... 331 75 108 368 84 111 86 25 39 17 9 4
Louisiana . .. ... 439 100 110 422 96 96 83 13 39 15 1 4
Maine .. ...... 355 81 114 340 77 96 89 6 39 18 10 5
Maryfand ... ... 420 95 108 449 102 107 94 12 4?2 11 12 6
Massachusetts . . .. 415 94 108 474 108 114 104 10 34 8 17 8
Michigan . . .. ... 468 106 113 465 106 99 89 10 47 9 13 5
Minnesota . . . ... 438 99 111 494 112 113 104 8 48 16 13 4
Mississippi . .. . .. 292 66 1 306 69 105 92 13 40 15 12 4
Missouri . . . .. .. 421 95 115 357 81 85 78 6 36 9 10 5
Montana . ... ... 480 109 115 414 94 86 82 4 38 13 7 3
Nebraska . . . . ... 539 122 116 424 96 79 73 6 30 12 7 3
Nevada ... ... .. 763 173 114 623 141 82 68 14 26 7 9 6
New Hampshire . . . 451 102 113 382 87 85 75 10 36 15 9 4
New Jersey . . ... 456 104 111 441 100 97 85 12 33 9 9 7
New Mexico . .. .. 479 108 115 437 99 91 83 8 44 8 8 3
New York . ... .. 470 107 105 610 138 130 119 10 45 1 20 8
North Carotina . . . 348 79 115 347 79 100 84 16 40 13 9 4
North Dakota . . . . 521 118 116 475 108 N 85 6 37 15 6 2
OChio . ........ 433 98 113 372 84 86 77 9 35 11 10 4
Oklahoma . ... .. 459 104 113 468 106 102 78 24 37 12 11 3
Oregon . .. ..... 497 113 113 488 111 98 90 9 46 13 9 5
Pennsylvania 369 84 108 376 85 102 92 10 41 12 10 5
Rhode Island 377 85 107 377 85 100 93 7 40 19 14 8
South Carotina . . . 300 68 116 295 67 98 86 12 40 11 g 4
South Dakota . ... 448 102 119 415 94 93 89 4 42 18 6 3
Tennessee . .. ... 358 81 112 330 75 92 80 12 36 13 11 4q
Texas . . .. .. ... 428 97 112 361 82 84 74 10 36 13 7 4
Utah .. ....... 382 87 108 401 91 105 102 3 62 9 8 4
Vermont . . .. ... 381 86 13 478 108 125 103 23 52 27 10 4
Virginia . . .. ... 363 82 12 334 76 92 84 8 38 14 9 4
Washington . .. .. 549 125 113 543 123 99 90 9 39 13 9 4
West Virginia 317 72 111 293 67 92 89 3 43 19 10 3
Wisconsin . ., . .. 430 98 113 480 109 112 103 9 48 18 13 6
Wyoming . ..... 680 154 116 606 137 89 73 16 39 15 9 3

!1n the text discussion, these indexes are referred to as reflecting ‘‘relative total fiscal effort.”

Because of rounding, components will not always exactly equal percentage shown for “revenue plus borrowing.”
Total State-local expenditure minus intergovernmental revenue from the Federal Government for the function(s) specified (including,
for the District of Columbia, allocabie portions of the Federal general-support payment).
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It may also be noted that the ability of an area or
government to carry any particular amount of long-term
debt depends upon what its situation will be during the
whole period that interest and debt-retirement obliga-
tions must be met, rather than depending simply or
solely upon its situation at the time the debt is issued.
Yet, as has been indicated, our method for calculating
borrowing capacity primarily rests upon a measure of

revenue capacity, which mainly measures current
conditions.
It is important to note the qualifying word

“mainly.” Property taxes account for nearly one-third of
all State-local revenue as considered in this study, and
the bulk of the property tax base consists of real estate.
Because of its long life (perpetual, in the case of land),
the value of this element of revenue capacity rests
heavily on expectations concerning the future. Thus, our
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revenue capacity estimates do include a considerable
element of anticipations.

From this, one might perhaps argue that borrowing
or debt-carrying capacity should be estimated solely by
reference to the property tax base, or that this element
should be given additional weight in obtaining an
adjusted revenue capacity figure to be used for this
purpose. Or perhaps some other estimating method
could be devised that would be better than the approach
we have employed.

The present study has not dealt in depth with these
problems, but they clearly merit further examination. It
is hoped that this exploratory effort to develop
illustrative measures which take account of the
debt-carrying element of fiscal capacity and effort will
encourage fiscal scholars and analysts to pursue the
matter more fully.



Statistical Appendix:

Appendix G

COMPARATIVE MEASURES OF REVENUE CAPACITY
AND EFFORT FOR STATES, METROPOLITAN AREAS,
AND SELECTED COUNTIES

Several sets of data appear in this Appendix. Tables
G-1 through G-7 cover entire States (and the District of
Columbia), tables G-8 through G-10 refer to individual
metropolitan areas, and tables G-il through G-13
provide data {ur individual county areas. In all of these
13 tables, the reported statistics relate to fiscal 1966-67,
and reflect the concepts described in chapter 1 and the
data sources and calculating methods explained in
chapter 5 and related technical Appendixes B, C, and D.
The final table (G-14) provides comparative State-area
measures for fiscal 1968-69, which were developed in
the manner described below.

This statistical appendix is supplemented by various
presentations in other parts of the report, especially the
figures for selected major cities that appear in Appendix
A, and the comparative State-by-State measures of
“over-all fiscal capacity and effort” shown in Appendix
F. Also, chapter 2 summarizes some highlights of the
detailed data provided here.

Local-Area Data (Tables G-8 Through G-13)

Most of the 218 areas listed in tables G-8, G-9, and
G-10 are standard metropolitan statistical areas
(“SMSA’s”), as so designated by the Bureau of the
Budget at the beginning of calendar 1967. (The
geographic composition of each area is described in the
Bureau of the Budget report, Standard Metropolitan
Statistical Areas, 1967.) At that date, there were 228
such areas in the United States proper, plus three in
Puerto Rico. The lesser count here results from the
substitution of certain county-defined “economic areas”
in New England, in lieu of the larger number of
“SMSA’s” in that part of the Nation." This adjustment in

IThe 13 listed New England areas are as follows: Boston,
Mass.—Essex, Middlesex, Norfolk, Plymouth, Suffolk Counties.
Bridgeport-Norwalk-Stamford, Conn.—Fairfiecld County. Fall
River-New Bedford, Mass.—Bristol County. Hartford-New
Britain, Conn.—Hartford County. Lewiston-Auburn, Mainc—
Androscoggin County. Manchester, N.H.—Hillsborough County.
New Haven-Waterbury-Meriden, Conn.—New Haven County.
New London-Groton-Norwich, Conn.—New London County.
Pittsfield, Mass.—Berkshire County. Portland, Maine—Cumber-
land County. Providence-Pawtucket-Warwick, R.I.—-Bristol, Kent,
Providence Counties. Springfield-Chicopee-Holyoke, Mass. —
Hampden, Hampshire Counties. Worcester-Fitchburg-Leominster,
Mass.—Worcester County.
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geographic coverage was made necessary by the dearth
of relevant economic statistics for New England
metropolitan areas, which are defined by the Bureau of
the Budget in terms of city and town boundaries rather
than, as elsewhere, in terms of entire counties.

For three of the New England areas listed, it was
found impracticable to derive comparative revenue
capacity estimates. Accordingly, data are being presented
for 215 “metropolitan areas,” of the 218 named in the
tables.

Tables G-11, G-12, and G-13 list 747 counties or
county-type areas, including all those located within
metropolitan areas as described above, plus the 299
non-metropolitan counties which, according to Census
Bureau estimates, had a 1966 population of 50,000 or
more. Of the entire group of 747 counties listed, 80 are
outlying metropolitan-area counties of under 50,000
population.

Comparative measures of revenue capacity and
effort are being presented for 666 of the 747 counties
listed. For most of the 81 areas which are annotated
“data not available,” the limiting factor was the lack of
needed property tax detail (including assessment ratios
for particular types of property) from the 1967 Census
of Governments. Although certain of the omissions
involve quite populous counties, most of the unreported
areas are relatively small. In a few instances (including
Fulton and Dade Counties in Georgia, and several areas
in Virginia), it was necessary to combine two or more
counties or county-type areas because such geographic
combinations apply to certain economic measures,
obtained from the Regional Accounts Division of the
Office of Business Economics, which were utilized for
estimating purposes in this study.

It seems likely that the figures reported for large
counties are generally somewhat ‘“‘better” than those
presented for less populous areas. As indicated in
Chapter 5, certain of the geographic allocators used to
estimate capacity for particular revenue sources are
themselves estimates that are probably subject to
relatively greater error or aberration for small areas than
for larger ones. Also, as discussed in Chapter 6, the
“actual” amounts of local government revenue used to
calculate relative revenue effort for any particular



county include all the own-source revenue of any
multi-county governments headquartered there. The lack
of any adjustment on this score is more likely to affect
the reported findings for small areas than for larger ones.

State-Area Data for 1968-69 (Table G-14)

The figures shown in table G-14 reflect an updating
of the State-by-State estimates of tax capacity that were
initially developed in detail for fiscal 1966-67 in the man-
ner described in Chapter 5. To derive these updated tax

capacity estimates, figures on State-local finances in
fiscal 1968-69 (obtained in advance of their publication
by the Bureau of the Census in its annual report,
Governmental Finances in 1968-69) were used in
conjunction with the earlier estimates, and with various
economic data available from the Office of Business
Economics, as follows.

1. For consistency with the 1966-67 data, the
Census total of tax revenue was adjusted to
include as part of “‘sales taxes” the net excess
of revenue over expenditure of publicly
operated liquor stores.

2. The revised tax revenue total was grouped into
three major components—property taxes, gen-
eral and selective sales taxes, and all other
taxes.

3. This grouping was adjusted to shift from the
property tax group to “all other taxes” an
estimated amount for revenue from property
taxes on motor vehicles and on intangible
personal property, and to allocate the remain-
der respectively between local residential taxes
and all other property taxes. These adjustments
were based on the proportions which had been
calculated in detail for 1966-67 as to these
several components of the Census-reported
total of property tax revenue for that earlier
year—4.6, 45.6, and 49.8 per cent respectively.

4. For both 1966-67 and 1968-69, each State’s
share of the nationwide potential yield, at
national average rates, of the four major
components of tax revenue was estiimated by
reference to available economic indicators
covering reference base periods two years apart,
as follows:

Local residential property taxes

All other property taxes

General and selective sales taxes

All other taxes

Total residents’ personal income

Total private (nongovernmental) earnings

Earnings originating in wholesale and retail
trade

Total residents’ personal income

5. For each State these estimates were summed to
a pair of totals, and the ratio of the 1968-69
total to the 1966-67 total was calculated.

6. This ratio was applied to the 1966-67 estimate
of the total tax capacity of each State, as
previously developed in detail by the average-
financing-system approach, to obtain an up-
dated tax capacity estimate for fiscal 1968-69.

The resulting estimates of tax capacity were then
compared with actual tax revenue amounts for 1968-69
(as defined in this study), to derive relative effort
measures, State by State. Related per capita and
percentage change figures were also calculated for
presentation in table G-14.

It will be observed that the updating procedure
outlined above makes use of the “simplified” approach
to the calculation of total tax capacity that was
discussed in Chapter 7 and found questionable as an
alternative to more detailed estimating methods. In this
instance, however, a few measures are being used to
gauge changes in tax capacity, rather than the actual
dollar amounts of such capacity. The reasonableness of
the approach for this purpose rests upon the
presumption that institutional factors which make the
two approaches yield differing results for any individual
State in some particular year (such as 1966-67) are not
likely to change much within a fairly limited period,
such as the two-year interval dealt with here.

This estimating method automatically reflects
changes over time in the relative nationwide importance
of State-local property taxes, sales-related taxes, and
other taxes. As dealt with here, these proportions were

as follows:
1966-67 1968-69

Property taxes . . . . . . 40.5% 38.0%
Sales-related taxes . . . . . 25.2% 27.1%
All other taxes . . . . . . 34.3% 34.9%

However, the procedure includes no allowance for
possible shifts in the makeup of property tax revenue by
class of property. Nor does it take account of
compositional changes within the other two broad tax
groupings. During the two-year period involved here, the
share of the sales tax group represented by *“‘general sales
taxes” went up from 48.1 to 51.8 per cent, with
offsetting declines for various types of selective sales
taxes. In the “all other taxes” grouping, individual
income and earnings taxes went up from 37.6 to 43 per
cent, with the share of most other components off
somewhat.

Test calculations indicate that for most States the
results of this method for updating estimates of tax
capacity are quite similar to those that would be
obtained merely by reference to changes in total
personal income. This is not surprising, in view of the
predominant role of that measure in the procedure
actually employed.
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Table G-1.—ESTIMATED REVENUE CAPACITY AND ACTUAL REVENUE OF STATE AND LOCAL CDJVERNMENTS, AND
PERSONAL INCOME, BY STATES: 1966-67

Index measures {per capit: amisr a5 nercent Percent

Per capita amounts of US wver - departure
- - B — of income
All revenue sources Taxes only Residents’ All revenue sources Taxes oney Residents’ index from
States personal personal revenue
Estimated Actual Estimated Actual income Estimated Actual Estimated Actual income capacity
capacity revenue capacity revenue (1966) capacity revenue capacity revenue (1966) index
United States, Total ........... 396 396 313 313 2,980 100 100 100 100 100 XXX
Alabama ... ................ 286 277 219 194 2,055 72 70 70 62 69 -4
Alaska .................... 511 541 311 324 3,473 129 137 99 104 117 -10
Arizona .. ... ... 399 431 298 325 2,561 101 109 95 104 86 -14
Arkansas . .. ... .. 293 260 241 200 2,037 74 66 77 64 68 -7
California . ................. 496 521 387 417 3,490 125 131 124 133 117 -6
Colorado . ...........o..... 424 455 326 345 2,901 107 115 104 110 97 -9
Connecticut ... ............. 433 402 366 340 3,710 109 101 117 109 125 +14
Delaware . ................. 476 485 384 345 3,451 120 123 123 110 116 —4
Dist.of Columbia .. ........... 457 390 378 341 3,856 115 98 121 109 129 +12
Florida . .. ........vueunn.. 407 376 325 274 2,654 103 a5 104 88 89 -13
Georgia .. ... 318 311 249 230 2,371 80 79 80 73 80 -1
Hawaii ... .......00 ... 410 511 310 417 3,090 104 129 99 133 104 -
Idaho .. ........ ... . ... .. 361 391 286 299 2,408 N 99 91 96 81 —-12
flinois . ... 432 366 357 301 3,655 109 92 114 96 119 +9
Indiana . .. ....... ... .. .. ... 387 379 31 296 3,056 98 96 99 95 103 +5
IOWa oo 409 426 325 337 3,013 103 108 104 108 101 -2
Kansas . .. ........ccoven... 420 408 328 315 2,895 106 103 105 101 97 -8
Kentucky .. .......... ... .. 307 285 249 212 2,256 78 72 80 68 76 -2
Louisiana . ................. 398 364 295 265 2,273 101 92 94 85 76 -24
Maine . .. ... 313 318 254 267 2,482 79 80 81 85 83 +5
Maryland . ................. 389 397 317 326 3,235 98 100 101 104 109 +11
Massachusetts .. ............. 385 432 305 371 3,291 97 109 98 119 10 +14
Michigan . . .. .. ... ......... 415 419 326 325 3,258 105 106 104 104 109 +4
Minnesota . .. ............... 395 457 297 354 2,898 100 115 95 113 97 -3
Mississippi . . . ..o 263 269 201 197 1,765 66 68 64 63 59 -11
Missouri . ... 367 330 304 263 2,816 93 83 97 84 a5 +2
Montana . ... ............... 417 395 330 308 2,668 105 100 105 98 90 -15
Nebraska . ................ . 466 394 344 270 2,943 118 100 110 86 99 —16
Nevada . ................. . 570 517 536 382 3,478 169 131 171 122 117 -31

New Hampshire . . ... .. ....... 400 338 343 278 2,834 101 85 110 89 95 -6
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Table G-1.—_ESTIMATED REVENUE CAPACITY AND ACTUAL REVENUE OF STATE AND LOCAL GOVERNMENTS, AND
PERSONAL INCOME, BY STATES: 1966-67 (Cont'd)

. Index measures (per capita amounts as percent Percent
Per capita amounts
of U.S. averages) departure
of income
All revenue sources Taxes only Residents’ All revenue sources Taxes only Residents’ index from
States personal personal revenue
Estimated Actual Estimated Actual income Estimated Actual Estimated Actual income capacity
capacity revenue capacity revenue (1966) capacity revenue capacity revenue {1966) index
Newdersey ................. 412 387 335 324 3,460 104 98 107 104 116 +12
New Mexico . ............... 416 397 293 269 2,360 105 100 94 86 79 -25
New York .................. 447 562 339 469 3,658 113 142 108 150 119 +6
North Carolina . . ............. 301 293 245 230 2,284 76 74 78 74 77 +1
North Dakota ............... 449 444 287 278 2,441 113 112 92 89 82 -28
Ohio ..................... 384 333 314 257 3,089 97 84 100 82 104 +7
Oklahoma . .. ............... 406 357 319 254 2,480 102 90 102 81 83 -19
Oregon . ...........ccovu... 440 445 331 334 2,947 11 112 106 107 929 -1
Pennsylvania . ............... 342 339 285 282 2,983 86 85 3] 90 100 +16
Rhodelsland . .. .. ........... 363 351 284 297 3,062 89 89 91 95 103 +156
South Carolina . .............. 259 259 202 196 2,046 65 65 64 63 69 +5
South Dakota ...,............ 377 396 284 303 2,471 95 100 91 97 83 -13
Tennessee . .. .......covvev... 320 287 243 212 2,235 81 72 78 68 75 -7
Texas . ... in i ii e 381 318 307 231 2,577 96 80 98 74 87 —10
Utah . ... ... .. ........ ... 353 389 271 302 2,490 89 98 87 97 84 —6
Vermont................... 337 392 275 328 2,664 85 99 88 105 89 +5
Virginia ..o 335 307 270 243 2,608 85 77 86 78 88 +4
Washington . ... ............. 486 495 351 370 3,227 123 125 112 118 108 -12
West Virginia . . .............. 285 283 234 226 2,176 72 72 75 72 73 +2
Wisconsin . ................. 380 441 294 363 2,976 96 M 94 116 100 +4
Wyoming .................. 587 500 441 347 2,781 148 126 141 11 93 -37
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Table G-2. — PERCENTAGE DISTRIBUTION, BY SOURCE, OF ESTIMATED REVENUE CAPACITY OF STATE AND LOCAL GOVERNMENTS,

BY STATES: 1966-67

Percent of estimated total revenue capacity

State and local tax sources’

Ratio of individual-state percentage of capacity to U.S. average
percentage for the same revenue source

State and local tax sources

States —
Sales and .Indlwdual . Other Nontax Sales and ‘Indlwdual . Other Nontax
Total gross Property  income and Corporation 2 gross Property  income and Corporation
R . taxes  sources . . taxes sources
receipts earnings receipts earnings
United States, Total . ... .. 100.0 27.1 32.0 7.5 4.4 8.0 21.0 100 100 100 100 100 100
Alabama . ............. 100.0 28.6 28.7 6.3 4.2 8.6 23.6 106 90 84 94 108 112
Alaska . .............. 100.0 20.2 23.8 7.0 3.0 6.8 39.2 74 74 94 68 85 187
Arizona . ............. 100.0 27.1 30.1 5.7 3.7 8.0 25.4 100 94 76 83 100 121
Arkansas . .. ........... 100.0 30.8 32.2 5.2 3.8 10.1 17.9 114 101 69 86 126 85
California ............. 100.0 25.6 33.7 7.3 4.0 7.4 22.0 94 105 97 90 93 105
Colorade ............. 100.0 275 30.4 6.4 3.8 8.8 23.1 o 95 86 85 110 110
Connecticut .. ......... 100.0 26.5 34.4 10.1 5.3 8.2 15.5 98 108 135 121 103 74
Delaware . ............ 100.0 26.7 33.7 8.2 4.4 7.6 19.4 98 105 109 99 95 92
Dist. of Columbia . . ...... 100.0 344 34.0 6.9 3.0 4.3 17.4 127 106 91 69 54 83
Florida ............... 100.0 29.5 334 6.0 3.7 7.3 20.1 109 104 79 83 91 96
Georgia .............. 100.0 30.3 28.6 6.8 4.5 7.9 21.9 112 89 90 101 99 104
Hawaii ............... 100.0 23.6 34.6 7.7 3.5 6.1 24.5 87 108 102 80 76 117
Idaho . ............... 100.0 29.5 30.3 5.7 3.8 9.8 209 109 94 76 87 123 100
Ilinois . .............. 100.0 27.4 345 8.9 5.1 6.8 17.3 101 108 119 116 85 82
Indiana . . . ............ 100.0 28.4 31.8 7.8 5.2 7.0 19.8 105 99 104 117 88 94
lowa ................ 100.0 26.8 34.2 6.4 3.9 .8.1 20.6 99 107 85 88 101 98
Kansas . .............. 100.0 245 335 5.8 3.6 10.7 21.9 90 104 78 82 134 104
Kentucky ............. 100.0 295 31.9 6.2 4. 9.4 18.9 109 100 83 94 118 90
Louisiana .. ........... 100.0 23.1 26.9 5.1 3.4 15.5 26.0 85 84 68 76 194 124
Maine . . .............. 100.0 316 29.6 6.4 4.6 9.0 18.8 117 92 86 104 113 90
Maryland . ............ 100.0 275 326 10.2 4.5 6.8 18.4 101 102 136 102 85 88
Massachusetts . . ........ 100.0 28.1 30.7 8.7 5.1 6.7 20.7 104 96 115 116 84 99
Michigan . . ... ......... 100.0 26.8 314 8.6 5.1 6.6 21.5 99 98 115 114 83 102
Minnesota . .. .......... 100.0 28.1 28.4 6.5 4.4 7.8 248 104 89 86 98 98 118
Mississippi . . ... .. ... 100.0 28.9 29.2 49 3.7 9.8 23.5 107 91 66 83 123 112

See footnotes at end of table.
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Table G-2. - PERCENTAGE DISTRIBUTION, BY SOURCE, OF ESTIMATED REVENUE CAPACITY OF STATE AND LOCAL GOVERNMENTS,
BY STATES: 1966-67 (Cont'd)

Percent of estimated total revenue capacity

Ratio of individual-state percentage of capacity to U.S. average

percentage for the same revenue source

State and local tax sources’

State and local tax sources

States
Sales and ‘Individual _ Other  Nontax Sales and 'Individual . Other  Nontax
Total gross Property income and Corporation 5 gross Property income and Corporation
. . taxes  sources . ) taxes sources
receipts earnings receipts earnings
Missouri .. ............ 100.0 30.2 32.7 7.3 4.6 7.9 17.3 111 102 98 104 99 83
Montana . ............. 100.0 27.1 33.1 53 3.3 10.3 20.9 100 103 70 74 129 100
Nebraska ............. 100.0 248 325 5.5 3.1 8.1 26.0 91 101 74 71 101 124
Nevada . .............. 100.0 35.5 29.7 5.4 3.4 6.0 20.0 131 93 73 78 75 95
New Hampshire . ........ 100.0 329 338 7.2 45 7.3 14.3 122 105 96 102 91 68
New Jersey ............ 100.0 27.2 32.8 9.1 5.3 7.0 18.6 100 103 121 120 88 89
New Mexico ........... 100.0 243 255 4.8 29 12.8 29.7 90 79 64 66 160 142
New York . ............ 100.0 238 33.2 8.5 4.5 5.9 241 88 104 113 102 74 115
North Carolina . . ........ 100.0 30.6 31.4 6.4 4.6 8.3 18.7 113 98 85 104 104 89
North Dakota .......... 100.0 22.8 256 4.0 2.4 9.0 36.2 84 80 53 55 113 172
Ohio ................ 100.0 276 335 8.3 5.1 7.3 18.2 102 105 111 116 91 87
Okiahoma .. ........... 100.0 25.6 32.2 5.2 3.2 12.3 21.5 94 101 69 73 154 102
Oregon .. ............. 100.0 26.9 30.8 6.5 4.0 7.1 24.7 99 96 87 90 89 118
Pennsylvania ........... 100.0 28.3 329 8.7 5.4 7.9 16.8 105 103 17 121 99 80
Rhodelsland . .. ........ 100.0 286 296 8.7 5.1 8.3 19.7 106 92 115 114 104 94
South Carolina , . ........ 100.0 33.2 245 6.5 4.8 8.7 22.3 122 76 87 108 109 106
South Dakota .......... 100.0 26.9 323 4.6 2.8 8.8 246 99 101 62 63 110 117
Tennessee . ............ 100.0 285 289 6.5 4.3 7.8 240 105 90 87 98 98 114
Texas .. ... ..., 100.0 28.0 295 6.5 3.9 12.6 19.5 103 92 86 88 158 93
Utah ................ 100.0 26.4 31.3 5.9 3.9 9.3 23.2 97 98 79 89 116 111
Vermont . ............. 100.0 34.2 27.8 6.5 4.8 8.2 18.5 126 87 87 108 103 88
Virginia . ............. 100.0 299 33.8 8.0 4.3 7.4 16.6 110 106 107 96 93 79
Washington .. .......... 100.0 23.0 31.3 6.9 3.8 7.1 27.9 85 98 93 87 89 133
West Virginia . .. ........ 100.0 29.0 324 6.8 4.7 9.4 17.7 107 101 91 107 118 85
Wisconsin . ............ 100.0 270 31.2 7.4 4.7 7.0 227 100 97 98 106 88 108
Wyoming. . ............ 100.0 226 29.9 4.2 2.5 16.0 24.8 83 93 56 55 200 118

1
For additional detail, see table G-3; “Other’’ taxes here includes motor vehicle, severance, and death and gift taxes (all shown separately in table G-3), as well as “‘miscellaneous taxes.’

2
For additional detail, see table G-7.
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Table G-3.—PERCENT OF ESTIMATED TOTAL REVENUE CAPACITY OF STATE AND LOCAL GOVERNMENTS REPRESENTED BY
SELECTED TYPES OF TAXES, BY STATES: 1966-67

Selective sales and gross receipts’

Local property taxes?

General
sales and . Motor Death and
States gross Motor Tobacco  Alcoholic PuAbAIic Amuse- Other r':s?g(:irtrigi i(:‘rgrir:gﬁ':' Farm vehicle Severance gift

receipts fuel products  beverages utility ments property trial property property
United States, Total ......... 13.0 6.3 2.1 1.9 0.8 0.6 2.4 15.3 12.8 2.6 4.2 0.7 1.0
Alabama .. ............... 13.0 8.6 2.2 1.4 0.9 0.2 2.3 14.0 11.5 24 6.1 0.2 0.5
Alaska . ................. 9.7 3.3 1.7 2.6 0.5 0.2 2.2 8.8 12.8 09 3.3 1.6 0.1
Arizona . ....... 0. 131 7.0 2.0 1.6 0.9 0.4 2.1 13.4 1.1 3.9 5.1 0.5 0.8
Arkansas . ... .. .. ... ... 14.6 9.2 2.3 1.3 1.0 0.3 2.3 13.6 10.2 6.7 7.0 0.7 0.4
California . ............... 12.0 5.4 1.8 2.0 0.8 1.4 2.3 184 11.6 2.2 3.9 0.5 1.2
Colorado ................ 13.6 6.5 2.0 1.9 0.8 0.5 2.2 13.4 1.7 4.3 5.6 0.8 0.8
Connecticut . ............. 125 5.4 2.2 25 0.7 0.5 2.7 19.8 13.1 0.4 3.8 ) 2.1
Delaware . ............... 125 5.9 2.2 25 0.8 0.5 2.3 16.1 15.3 1.1 3.6 ) 2.2
Dist. of Columbia .. ......... 14.7 4.2 4.0 7.7 1.6 0.4 1.8 17.9 14.4 - 1.9 - 1.8
Florida . .. ............... 144 6.6 2.2 2.8 0.8 0.7 2.1 18.7 10.3 2.1 4.5 0.1 1.1
Georgia . ....... .. 14.1 8.5 2.2 1.9 0.8 04 2.4 13.2 12.2 2.3 5.4 0.1 0.7
Hawaii . ................. 12.8 4.0 1.1 2.0 0.7 0.6 2.4 18.0 11.4 2.0 3.5 %) 0.6
Idaho .. ................. 14.9 8.1 1.8 1.3 1.0 0.3 2.2 8.5 10.6 10.4 7.3 0.2 0.5
Hlinois . ................. 13.7 5.4 2.2 2.2 0.9 0.5 2.6 15.9 144 3.0 3.3 0.2 1.2
Indigna . ................. 14.0 7.3 2.4 1.2 0.9 0.3 25 12.2 14.1 3.8 4.8 0.1 0.7
lowa ......... ... 135 6.9 1.8 1.1 0.8 0.2 2.4 12.0 9.5 12.0 5.3 0.1 0.8
Kansas . ........c.vnvun.. 1.7 6.8 1.6 1.0 0.8 0.3 2.2 13.8 10.5 8.4 6.0 2.1 1.0
Kentucky ................ 13.2 7.9 3.0 1.8 0.9 0.3 2.4 15.2 12.0 3.9 6.0 0.6 0.7
Louisiana . .. ............. 1.0 5.6 2.0 1.6 0.8 0.3 1.8 9.8 13.7 2.2 4.0 9.4 0.6
Maine .. ................. 145 8.4 2.9 2.3 0.8 0.2 2.6 15.8 1.7 1.1 5.2 ) 1.7
Maryland . .............. 13.2 5.9 2.1 23 0.8 0.6 2.6 18.7 11.8 1.1 3.7 ) 1.0
Massachusetts . ........... 13.8 5.6 2.2 25 0.9 0.5 2.7 16.5 12.7 0.2 3.2 ) 1.3
Michigan . . ... ........... 13.0 6.3 2.1 1.6 0.8 04 25 15.7 13.3 1.1 3.8 0.1 0.8
Minnesota . .............. 14.0 6.7 1.9 2.0 0.8 0.4 2.4 10.3 12.4 4.9 5.0 0.2 0.7
Mississippi . . v v v v e 13.1 9.2 2.1 1.3 09 0.1 2.2 13.1 9.6 5.7 6.3 1.2 0.5
Missouri . ............... 14.6 7.5 2.5 1.9 09 0.4 2.5 14.1 13.6 4.1 48 0.1 1.1
Montana . . .............. 13.3 7.3 1.9 1.5 0.8 0.2 2.1 8.9 10.7 12.8 6.5 1.6 0.6
Nebraska ............... 125 6.3 1.6 1.4 0.7 0.2 2.1 12.3 8.3 11.2 5.2 0.3 0.9
Nevada . ................ 14.8 5.6 1.8 3.1 0.6 8.0 1.6 14.2 11.7 1.9 3.6 0.2 0.8
New Hampshire . .......... 14.3 6.3 4.8 4.1 0.7 0.5 2.3 18.5 9.9 0.6 4.2 %) 1.1

See footnotes at the end of table.
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Table G-3.—PERCENT OF ESTIMATED TOTAL REVENUE CAPACITY OF STATE AND LOCAL GOVERNMENTS REPRESENTED BY
SELECTED TYPES OF TAXES, BY STATES: 1966-67 (Cont'd)

General Selective sales and gross receipts! Local property taxes? i
sales and . Motor Death and
States gross Motor Tobacco  Alcoholic Public Amuse- Other r?s?g;i;rigl 2?1??:1332' Farm vehicle Severance gift

receipts fuel products  beverages utility ments property  trial property property
New Jersey ................. 13.0 5.6 2.1 24 08 06 27 17.4 13.9 03 35 ) 1.3
New Mexico . ............... 10.9 7.8 1.6 1.3 0.7 0.3 1.8 9.1 9.9 49 5.2 5.6 0.4
New York .................. 11.8 3.8 1.8 2.1 0.8 1.0 2.5 17.6 14.0 0.4 2.3 ) 1.6
North Carolina . . . ............ 14.1 8.6 2.5 1.9 0.7 0.3 25 14.7 12.5 3.0 5.7 ) 0.7
North Dakota ............... 1.9 5.6 1.5 1.4 0.6 0.1 1.8 5.6 6.1 13.3 6.1 1.2 0.4
Ohio ..................... 13.4 6.4 2.3 1.6 1.0 0.4 2.5 16.1 14.5 1.6 4.1 0.1 1.0
Oklahoma . ................. 11.8 7.6 1.9 1.3 0.8 0.2 2.0 13.0 12.7 5.5 6.1 3.9 0.7
Oregon .................... 13.1 6.7 25 1.5 0.7 0.3 2.2 15.0 11.6 3.3 4.7 0.1 0.6
Pennsylvania . ............... 14.0 6.2 24 1.7 0.9 0.4 2.8 14.9 16.1 0.8 43 0.2 1.2
Rhode lstand . .. ............. 1356 6.0 2.7 2.3 0.8 0.6 2.8 156.7 124 0.2 43 *) 1.9
South Carolina . . ............. 14.7 9.4 25 2.9 0.9 0.2 2.6 9.0 12,1 2.6 6.0 *) 0.7
South Dakota ............... 13.0 7.5 1.8 1.6 0.7 0.3 2.2 8.3 6.7 16.7 6.4 0.1 0.5
Tennessee . .. ............... 13.7 8.0 2.3 1.3 0.8 0.2 2.2 134 11.8 2.7 5.2 0.1 0.6
Texas .. ... 13.5 7.9 2.0 1.3 0.9 0.3 2.2 9.7 14.1 45 5.3 4.7 0.9
Utah ..................... 13.0 7.5 1.2 1.1 0.8 05 2.3 14.1 12.9 3.3 5.4 1.4 0.5
Vermont .. .........vvnn.. 16.2 8.0 2.5 3.3 0.8 0.8. 2.6 12.2 11.6 3.0 4.8 0.1 1.2
Virginia . ... ... 0o 13.9 7.5 2.6 2.2 0.8 0.3 2.6 18.7 121 1.9 4.4 0.1 0.8
Washington . . ............... 11.6 5.5 1.3 1.6 0.7 0.3 2.1 16.2 1.4 2.4 4.5 ) 0.7
West Virginia . . .............. 13.4 7.6 2.6 1.5 1.0 0.4 25 13.2 16.9 1.1 5.2 1.4 0.7
Wisconsin . ................. 13.0 6.3 1.9 2.1 0.8 0.3 2.5 14.9 12.1 3.0 4.1 %) 0.9
Wyoming .................. 10.1 7.2 1.5 1.2 0.7 0.3 1.5 9.2 12.1 7.8 5.1 9.1 0.5

Note: not included here, but shown separately in table G-2, are individual income taxes and corporation taxes.

IExcept for ““other,” the particular categories shown pertain only to State-imposed taxes.
2Totaling somewhat less than the property tax percentage shown in table G-2, which also includes State property taxes and local property taxes on vacant jots.
3Less than 0.05 percent.



Table G-4.—-SUMMARY MEASURES OF RELATIVE REVENUE EFFORT IN INDIVIDUAL STATES,

BY LEVEL OF GOVERNMENT: 1966-67 (PERCENT RELATION OF ACTUAL REVENUE TO

REVENUE CAPACITY ESTIMATED AT NATIONAL AVERAGE RATES)

All revenue sources Taxes Nontax sources
States T State Local State Local State Local
otal Total Total
government governments government governments government governments
Alabama . ............ 97 114 80 89 115 56 124 110 131
Alaska .............. 106 118 88 104 132 72 108 101 127
Arizona ............. 108 118 99 109 118 100 104 118 96
Arkansas . .. .......... 89 109 68 83 112 49 114 87 132
California . ........... 105 96 13 108 96 120 95 95 95
Colorado ............ 107 101 114 106 98 115 113 115 11
Connecticut . ......... 93 87 99 93 84 103 92 105 81
Delaware ............ 102 139 62 90 136 40 152 153 151
Dist. of Columbia . ... ... 85 101! 70! 90 101! 74! 62 XXX 62
Florida . ............. 92 88 96 84 88 81 124 88 137
Georgia ............. 98 106 90 92 107 73 117 94 127
Hawaii .............. 124 181 70 135 208 68 93 109 74
Idaho ... ............ 108 121 94 105 123 84 121 115 124
IMinois .. ............ 85 73 96 84 73 97 86 76 91
Indiana . . ............ 98 96 100 95 92 99 109 117 103
lowa ............... 104 104 104 104 104 103 106 106 106
Kansas . ............. 97 94 100 96 94 98 101 95 105
Kentucky . ........... 93 113 72 85 110 57 126 130 123
Louisiana . ........... 91 107 70 90 11 60 96 93 102
Maine . .. ............ 102 101 103 105 101 110 88 102 68
Maryland . ........... 102 106 99 103 105 100 99 107 95
Massachusetts .. ....... 112 104 121 121 106 139 77 87 72
Michigan . . .. ......... 101 108 94 100 107 92 106 115 101
Minnesota . . ... ....... 116 114 118 119 13 127 104 116 98
Mississippi . . . .. ... ... 102 120 84 98 120 71 116 121 114
Missouri . ............ 90 84 96 86 82 91 106 97 11
Montana . .. .......... 95 86 103 93 81 106 100 109 92
Nebraska ............ 85 64 100 78 56 101 102 117 98
Nevada . ............. 77 67 88 71 65 80 101 85 107
New Hampshire . . ... ... 84 €9 103 81 61 104 104 115 92



Table G-4.—SUMMARY MEASURES OF RELATIVE REVENUE EFFORT IN INDIVIDUAL STATES,

BY LEVEL OF GOVERNMENT: 196667 (PERCENT RELATION OF ACTUAL REVENUE TO
REVENUE CAPACITY ESTIMATED AT NATIONAL AVERAGE RATES) (Cont'd)

All revenue sources Taxes Nontax sources
States
State Locat State Local State Local
Total government governments Total government governments Total government  governments
New Jersey ........... 94 71 117 97 68 129 82 88 78
New Mexico .......... 95 114 68 92 122 52 103 97 115
New York . ........... 126 127 124 138 133 143 86 99 80
North Carolina . . .. .. ... 97 122 70 94 127 55 110 93 124
North Dakota ......... 99 98 100 97 90 104 102 109 89
Ohio . .............. 87 76 97 82 FAl 94 108 113 107
Oklahoma . .. ......... 88 a8 76 80 96 61 118 103 137
Oregon . ............. 101 104 98 101 102 100 102 114 95
Pennsylvania . .. ... . ... a9 100 98 99 102 96 98 86 105
Rhode island ., ........ 99 97 103 105 101 110 77 79 75
South Carolina . ... .. ... 100 118 75 97 124 55 109 91 127
South Dakota . ........ 105 92 118 107 87 126 100 108 92
Tennessee . . .......... 90 99 81 87 99 72 98 97 98
Texas . .............. 84 75 93 75 71 80 118 99 131
Utah . .............. 110 124 95 i 127 95 106 116 96
Vermont . . ........... 116 123 108 119 120 118 103 136 68
Virginia . ............ 95 105 84 90 103 76 119 121 118
Washington . .. ... ..... 102 135 74 106 150 62 92 81 98
West Virginia . . . ... .... 100 123 73 96 127 61 114 104 124
Wisconsin . ........... 116 139 a5 124 142 103 90 119 76
Wyoming . ........... 85 78 94 79 72 87 105 97 115

| Treating all nonproperty taxes as ‘‘State’’ and ali property taxes as “local”’.
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Table G-5.-MEASURES OF RELATIVE STATE-LOCAL TAX EFFORT IN INDIVIDUAL STATES, BY TYPE OF TAX: 1966-67
(PERCENT RELATION OF ACTUAL TAX REVENUE TO TAX CAPACITY ESTIMATED AT NATIONAL AVERAGE RATES)

Property taxes

Sales and gross receipts taxes

Local taxes on — Ir'ndxwdual Mo'tor Corporation  Severance  Death and  All other
States Al - - income vehicle a a . a
. 5 3 taxes taxes gift taxes taxes
property Nonfarm Commercial Farm taxes taxes
Al General Selective taxes' residential and indus-
. property
property  trial property

Afabama . ............. 140 156 127 37 28 35 23 96 39" 117 66 42 186
Alaska .. ............. 81 39 120 63 93 46 20 238 119* 178 195 108 159
Arizona . ............. 122 152 95 114 107 120 37 73 13** 78 - 33 61
Arkansas . .. ........... 106 106 107 48 39 58 55 104 101™" 131 110 26 90
California . ............ 99 126 76 122 106 151 137 74 110** 131 2 106 73
Colorado ............. 93 106 80 122 126 134 95 147 53" 99 18 152 73
Connecticut . .. ........ 95 93 97 110 119 100 144 - 147" 126 - 146 15
Delaware ............. 52 - 98 42 62 24 41 271 99 338 - 124 64
Dist. of Columbia . .. ..... 76 80 73 74 72 78 - 194 111 136 - 102 253
Florida . .............. 104 87 120 79 72 89 94 - 99 79 12 42 162
Georgia .............. 111 121 101 68 60 81 55 105 82** 114 - 33 121
Hawaii ............... 215 277 141 60 62 54 63 280 89 128 - 88 36
Idaho . ............ ... 93 87 100 99 44 154 89 216 71 142 37 138 102
Hinois .. ............. 106 124 88 94 101 82 131 - 158* 8 - 87 73
Indiana . .. ............ 93 112 75 107 104 109 119 106 M7 20 14 102 53
lowa ................ 85 74 97 116 105 125 125 147 112 35 - 127 94
Kansas ............... 90 106 75 104 77 130 109 128 105** 85 3 70 47
Kentucky ............. 99 105 94 50 51 44 50 196 52** 120 4 124 131
Louisiana .. ........... 119 129 110 48 17 68 23 48 29 140 1568 60 160
Maine . .. ... ... .. ... 119 123 116 129 112 141 214 - 109* 24 - 96 61
Maryland . ............ 91 74 108 105 101 104 80 151 72 66 - 128 105
Massachusetts . ......... 73 44 101 141 166 114 230 149 267" 166 - 140 29
Michigan . .. ... ........ 118 148 89 103 97 104 145 26 81 67 20 76 273
Minnesota . .. .......... 53 - 106 155 169 132 141 270 81 128 807 138 53
Mississippi . . . ...... .. .. 143 177 115 59 27 114 33 34 98** 126 140 52 103
Missouri . ............. 87 105 70 82 85 79 85 110 13177 37 1 54 89
Montana . ............. 53 - 105 113 87 165 79 158 89™* 104 75 158 134
Nebraska . ............ 47 - 95 118 94 88 112 - 87"" 16 39 59 181
Nevada .. ............. 70 54 81 74 60 98 61 - 108* 24 9 - 407
New Hampshire . ........ 59 - 104 122 139 131 179 14 98* 15 - 116 87

See footnotes at the end of table.
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Table G-5.-MEASURES OF RELATIVE STATE-LOCAL TAX EFFORT IN INDIVIDUAL STATES, BY TYPE OF TAX: 1966-67
(PERCENT RELATION OF ACTUAL TAX REVENUE TO TAX CAPACITY ESTIMATED AT NATIONAL AVERAGE RATES) (Contd)

Property taxes

Sales and gross receipts taxes

States . _ Al Local taxes on — Ir;rc,i;\g;:al v’\sf?itc:; Corporazion Severan::e D.eath anci All other
property Nonfarm Commercial E taxes? taxes® taxes taxes gift taxes taxes
All  General Selective taxes' residential and indus- arm
. property
property  trial property

New Jersey ............ 86 56 113 137 176 91 176 4 100 67 - 150 68
New Mexico ........... 131 171 98 54 35 60 23 57 81 80 132 60 145
New York . ............ 117 14 120 125 127 125 160 274 115 169 - 92 43
North Carolina . . . ....... 100 95 104 55 52 60 59 196 81* 191 - 128 92
North Dakota .......... 78 69 87 123 132 138 110 96 67 82 100 52 84
Ohio ................ 85 69 101 94 85 107 106 36 78 36 — 44 157
Oklahoma ... .......... 94 74 111 63 52 77 62 62 87 9N 117 190 65
Oregon . .............. 47 — 90 113 99 121 158 273 88 114 - 166 79
Pennsylvania . .......... 11 114 108 82 121 47 109 66 69 174 - 130 196
Rhodelsland . .. ........ 115 114 115 116 130 102 154 - 173*% 133 — 98 52
South Carolina . . ........ 115 115 116 57 30 79 52 142 71%* 168 - 62 69
South Dakota .......... 102 93 111 138 181 157 111 - 88 27 73 134 73
Tennessee . ............ 118 132 105 67 75 65 50 11 75 146 - 146 71
Texas . ............... 74 47 99 89 89 94 55 - 88* 44 116 72 58
Utah .. .............. 116 137 95 104 75 124 72 189 86** 89 68 142 82
Vermont .............. 71 - 135 140 142 130 177 279 156 85 — 124 135
Virginia . ............. 90 66 112 59 57 59 72 165 143* 109 — 70 158
Washington .. .......... 203 247 160 66 52 67 95 - 111 21 - 200 85
West Virginia . .. ........ 154 183 129 55 53 58 57 77 113* 15 - 118 214
Wisconsin . ............ 71 47 93 128 121 109 175 315 92 148 - 164 58
Wyoming ............. 856 103 71 104 42 147 56 - 106" 9 1 46 221

Note: For a composite measure of relative over-ali tax effort, see table G-4.

;Including property tax components not shown separately,
Including local payroll and earnings taxes.
In States where motor vehicies are subject to property taxation, estimated amounts of such revenue have been included in calculating *‘motor vehicle taxes”” effort. A double asterisk denotes States where at least one-
third of all motor vehicle tax revenue is of this nature, and a single asterisk denotes some lesser proportion of such revenue.

4These categories pertain to State-imposed taxes only.
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Percent of estimated total revenue capacity

““Business taxes’’

Table G-6.—CAPACITY AND EFFORT MEASURES FOR “BUSINESS TAXES” AND “PERSONAL TAXES,” BY STATES: 1966-67

“’Personal taxes’

Measures of relative effort (percent relation of

actual revenue to estimated revenue capacity)

“Business taxes’’

‘Personal taxes’

States
Including local  Excluding local Local nonfarm Other Including local  Excluding local Local nonfarm Other
taxes on taxes on Total residential “personal taxes on taxes on Total residential *personal
farm property  farm property ! property taxes  taxes'? farm property  farm property’ property taxes taxes’’?
United States, Total ........... 20.6 18.0 50.9 15.3 35.6 100 100 100 100 100
Alabama . ... ....... ... ..... 18.3 15.9 49.4 14.0 35.4 53 57 101 28 131
Alaska . ........... ... 18.2 17.3 36.0 8.8 27.3 79 82 115 93 122
Arizona . ......... ... 19.1 15.2 47.0 13.4 33.6 92 106 108 107 112
Arkansas . . .. ... ... 214 14.7 50.1 13.6 36.5 72 79 87 39 105
California . ................. 18.3 16.1 52.4 18.4 34.0 140 141 98 106 94
Colorado .................. 20.5 16.2 48.1 13.4 34.7 115 120 110 126 104
Connecticut . .. ............. 18.8 18.5 58.5 19.8 38.7 108 107 89 119 73
Delaware . ................. 20.7 19.6 53.2 16.1 37.1 91 93 92 62 105
Dist. of Columbia . ... ......... 17.5 17.5 60.9 17.9 43.0 88 88 89 72 96
Florida . .. ................. 16.1 14.0 55.2 18.7 36.6 87 86 80 72 85
Georgia . ... ... 19.0 16.7 50.9 13.2 37.7 85 89 96 60 108
Hawaii . ................... 16.9 14.9 499 18.0 31.9 70 71 168 62 228
Idaho . . ....... ... ........ 250 14.6 442 8.5 35.7 124 149 100 44 114
Minois .. .................. 228 19.8 53.3 15.9 375 71 62 86 101 80
Indiana . . .................. 23.2 19.4 491 12.2 36.9 91 85 98 104 96
lowa . ......... ... ... ... 254 13.4 46.1 12.0 34.1 111 98 100 105 98
Kansas . ................... 246 16.2 451 13.8 31.2 106 104 90 77 96
Kentucky . ................. 20.6 16.8 51.7 15.2 36.5 59 61 97 51 116
Louisiana . ................. 28.7 26.5 38.6 9.8 28.8 102 109 83 17 105
Maine ... ... ... ... .. ... 17.5 16.3 55.6 15.8 39.7 115 108 102 112 99
Maryland .. ................ 17.4 16.3 57.4 18.7 38.7 93 94 106 101 108
Massachusetts .. ............. 18.0 17.9 54.5 16.5 38.1 130 129 115 166 93
Michigan . .. ................ 19.6 18.5 51.9 15.7 36.1 96 94 95 97 94
Minnesota . .. ............... 21.8 16.9 45.6 10.3 35.3 139 139 111 169 95
Mississippi . . ... ... L 20.2 144 47.4 131 343 95 119 98 27 126
Missouri .. ........ .. .. ... 22.3 18.2 52.7 14.1 38.6 72 69 89 85 90
Montana . .................. 28.3 15.5 41.8 8.9 32.9 114 143 75 87 72
Nebraska .................. 229 11.7 43.5 12.3 31.3 90 68 54 94 38
Nevada . ................... 17.7 15.3 55.9 14.2 41.7 78 80 60 60 59
New Hampshire ... ........... 15.0 14.4 59.8 185 41.3 97 94 79 139 52
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Table G-6.—CAPACITY AND EFFORT MEASURES FOR “BUSINESS TAXES” AND ““PERSONAL TAXES,” BY STATES: 1966-67 (Cont'd)

Percent of estimated total revenue capacity

"“Business taxes’

Measures of relative effort (percent relation of
actual revenue to estimated revenue capacity)

"Personal taxes’

“‘Business taxes’’

“Personal taxes’’

States — —
Including local  Exciuding local Local nonfarm Other including focal  Excluding local Lacal nonfarm Other
taxes on taxes on Total residential "personal taxes on taxes on Total residential ‘personal
farm property farm property ! property taxes taxes' farm property  farm property’ property taxes taxes'?
New Jersey . ................ 19.6 19.3 54.9 17.4 376 86 85 102 176 68
New Mexico . ............... 234 18.5 38.6 9.1 29.6 72 85 98 35 118
New York .. ................ 18.9 18.6 51.4 17.6 33.8 136 135 145 127 155
North Carolina . . ............. 20.1 17.1 52.4 14.7 37.6 90 95 99 52 17
North Dakota ............... 230 9.8 328 5.6 271 114 120 89 132 80
Chio ... ... ... ... ... ... .. 214 19.8 52.9 16.1 36.9 90 88 77 85 73
Oklahoma . . ................ 254 19.8 445 13.0 31.5 81 87 79 52 91
Oregon . . .................. 18.9 15.6 49.0 15.0 34.0 126 119 94 99 92
Pennsylvania . ............... 224 216 53.2 14.9 38.3 80 78 107 121 101
Rhodelsland . ... ... ... ... .. 17.6 17.4 54.8 15.7 39.1 112 111 101 130 89
South Carolina . . ............. 19.4 16.9 49.4 9.0 40.3 97 104 103 30 119
South Dakota ............... 26.3 9.6 40.4 8.3 32.1 114 119 107 181 88
Tennessee . . ... ............. 18.9 16.2 49.1 134 35.7 81 86 92 75 99
Texas .. ... ... ... 27.2 227 45.1 9.7 35.9 84 90 67 89 61
Utah .. ... ........ ... ..... 214 18.2 47.0 14.1 32.8 106 112 113 75 129
Vermont . .................. 19.4 16.4 54.2 12.2 41.9 126 117 113 142 105
Virginia .. .. ............... 22.6 19.7 68.8 18.7 46.4 72 72 90 57 105
Washington .. .... .. ......... 17.6 15.2 46.9 16.2 30.7 61 55 121 52 157
West Virginia . .. ............. 241 23.1 49.7 13.2 36.5 46 45 116 53 139
Wisconsin .. ............ .... 19.7 6.8 50.1 14.9 35.2 128 120 123 121 124
Wyoming .. ................ 314 23.6 36.6 9.2 27.3 7 77 64 42 71

1
2Con’\prlslng corporation taxes, severance taxes, and local property taxes on business property.
Comprising general and selective sales taxes, indwvidual income and earnings taxes, and death and gift taxes.
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Table G-7.—CAPACITY AND EFFORT MEASURES FOR NONTAX REVENUE SOURCES OF STATE AND LOCAL GOVERNMENTS, BY STATES: 1966-67

Measures of relative effort (percent relation of actual

Percent of estimated total revenue capacity ; .
revenue to estimated revenue capacity)

State governments Lacal governments State governments Local governments
States T T T e e e e o -
Current charges Miscellaneous Miscellaneous Public Current charges Miscellaneous Miscellaneous Public
T Current i tilit eneral Current neral tilit
Higher general charges genera utty Higher 9 charges ge utility
X Other revenue revenue surpluses . QOther revenue revenue surpluses
education education

United States, Total .......... 3.0 2.4 2.1 8.1 35 1.9 100 100 100 100 100 100
Alabama . . ................ 4.2 1.9 1.7 7.8 49 3.0 106 170 50 162 91 112
Alaska . .................. 3.9 10.2 13.6 4.6 4.2 2.7 71 64 121 170 102 91
Arizona . ..... ... . ... 5.2 2.1 1.9 8.5 4.1 3.6 119 a7 136 83 97 126
Arkansas . . . ... ... . ... 4.3 1.4 1.5 5.8 3.3 1.6 104 92 37 165 83 119
California . ................ 2.2 1.4 2.2 9.4 4.3 2.5 69 99 118 89 110 92
Colorado . ................ 6.4 1.6 1.8 7.3 3.7 2.2 114 113 120 110 99 136
Connecticut .. ............. 1.6 3.3 1.9 5.7 2.1 0.8 90 114 102 70 11 78
Delaware . ................ 35 2.6 36 5.3 29 1.4 117 124 208 183 115 106
Dist. of Columbia . . .......... - - - 13.5 2.7 1.2 XXX XXX XXX 60 99 —
Florida . .. ................ 1.8 2.1 1.6 8.8 3.7 2.2 88 88 87 145 99 172
Georgia . ............ ..., 28 1.6 2.3 9.6 3.6 20 115 92 71 135 97 147
Hawaii ................... 48 6.1 2.3 5.6 4.2 1.5 52 127 176 56 104 58
Idaho .. .. ... ... ... ..... 3.7 19 28 7.6 3.5 1.3 139 60 121 140 85 134
hinois . ... ............... 24 1.9 1.3 7.3 2.9 1.4 78 81 65 84 96 119
Indiana . .................. 5.2 1.7 1.7 7.2 1.9 2.1 119 139 91 117 82 74
lowa . ......... ... .. .. ... 48 1.2 1.8 7.2 3.8 1.9 99 127 11 122 88 80
Kansas . .................. 44 2.2 1.6 6.6 4.6 2.4 101 117 47 118 89 99
Kentucky . ................ 29 2.6 2.1 6.1 3.5 1.6 127 132 134 152 88 87
Louisiana . ................ 3.6 2.2 9.7 5.6 3.6 1.3 92 85 95 103 93 120
Maine .. ... ... ... ... 3.7 5.4 1.7 5.2 1.8 9 123 76 138 58 93 75
Maryland ... .............. 25 2.6 1.4 6.9 4.1 0.8 92 133 87 86 106 116
Massachusetts . ............. 1.6 3.8 1.5 8.9 2.6 2.3 80 101 58 68 86 72
Michigan . ... .............. 49 1.3 1.3 8.7 3.7 1.5 99 119 167 98 106 100
Minnesota . .. .............. 4.9 1.4 3.0 8.0 5.8 1.9 104 148 120 96 102 90
Mississippt . . ... ... 5.3 1.8 1.3 9.3 4.0 1.9 104 218 54 132 82 93
Missouri . .. ............... 2.6 1.2 1.5 6.9 3.3 1.7 113 86 79 118 99 103
Montana . . ................ 45 1.5 3.7 6.1 44 0.8 119 88 107 94 g0 87
Nebraska . ................ 28 1.2 1.7 5.9 5.4 9.1 115 128 114 128 92 82
Nevada . . ................. 1.6 3.3 1.0 9.1 4.0 1.0 101 66 123 119 95 55
New Hampshire . .. .......... 35 3.1 1.0 4.8 1.4 0.6 126 84 179 g2 99 81

See footnotes at the end of table.
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Table G-7.—CAPACITY AND EFFORT MEASURES FOR NONTAX REVENUE SOURCES OF STATE AND LOCAL GOVERNMENTS, BY STATES: 1966-67 (Cont'd)

Measures of relative effort {percent relation of actual

Percent of estimated total revenue capacit . .
cent pactty revenue to estimated revenue capacity)

State governments Local governments State governments Local governments
States R
Current charges Miscellaneous Miscellaneous Public Current charges Miscellaneous Miscelianeous Public
Current . _ Current LY
Higher general charges general utility Higher general charges general utility
X Other revenue revenue surpluses . Other revenue revenue surpluses
education education

New Jersey ................ 1.4 4.2 1.8 79 25 0.9 109 90 68 74 91 70
New Mexico ............... 6.8 1.2 11.4 6.2 2.6 1.5 85 76 106 131 88 95
NewYork ................. 1.2 48 1.6 12.4 3.0 1.0 108 97 98 75 102 85
North Carolina . . ............ 44 1.5 2.4 5.8 2.5 2.0 99 99 79 140 99 12
North Dakota .............. 5.4 15.2 2.8 5.1 6.7 1.0 116 104 125 87 92 84
Ohio . ........... ... ..... 2.6 1.4 1.4 7.1 4.1 1.5 131 121 70 115 101 81
Oklahoma . . ............... 6.0 29 3.1 5.4 2.7 1.3 107 112 87 146 88 199
Oregon . .................. 5.6 1.6 2.7 8.4 45 1.9 93 137 143 91 106 88
Pennsylvania . .............. 1.7 3.0 1.7 6.5 2.9 0.9 111 74 81 107 106 89
Rhode Island . .. ... ......... 3.1 6.2 1.7 5.9 1.8 1.0 93 66 98 59 104 119
South Carolina . . ............ 3.8 5.0 2.1 7.1 2.5 1.7 105 91 66 129 93 169
South Dakota .............. 6.4 4.2 2.5 5.8 4.2 1.5 101 119 106 90 83 128
Tennessee . .. .............. 2.7 1.0 1.3 8.1 3.3 7.6 101 96 87 124 110 66
Texas .. .. i 3.0 0.9 3.9 6.7 3.1 2.0 94 112 a9 134 99 171
Utah .. .................. 7.8 1.4 2.6 6.3 2.8 2.3 105 172 120 96 103 85
Vermont .. ................ 5.5 2.3 1.7 5.1 2.0 2.0 132 97 204 59 97 62
Virginia . ... ..o e 3.2 2.8 1.6 5.4 2.3 1.4 107 139 117 118 94 159
Washington .. .............. 3.6 3.9 2.1 8.4 5.3 4.7 90 51 121 109 105 69
West Virginia . .. ............ 48 26 1.7 5.8 2.1 0.7 97 115 108 144 84 67
Wisconsin . ................ 48 1.1 14 9.4 4.1 1.8 99 162 152 68 102 58

Wyoming . ................ 5.1 1.4 7.0 7.6 2.7 0.9 81 80 113 123 92 116

Note: For corresponding measures comprising nontax revenue sources in total, see table G-4.
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Table G-8 -- STATE AND LOCAL GOVERNMENT REVENUE AND REVENUE CAPACITY, FOR METROPOLITAN AREAS:

1966-67

1966

State and local govt. revenue
(excluding Federal aid)

Revenue capacity, estimated {A) at U.S.—average rates for
various sources and (B) with weighting adjusted to reflect

Per capita Relative to particular—State proportions of yield from various sources
SMSA pc:):r:a- amounts U.S. per capita Per capita, Relative to U.S. averages per capita
(000) Local Local S-L sources S-L sources State sources Local sources
Total Total
sources sources | (A) (B) (A) B) w | ® w [ ®
1-BIRMINGHRAF,; AlfAcecsssvessccsssnae 737 342 132 o1 3 69 3ce 34C SC £é 94 108 e7 &4
2-GADSDEMNy Al Aeveeenansenceacncans G& 29¢C 11¢ 13 55 258 3CC 15 1€ 78 95 73 57
I-HUNTSVILLFy AlAcsuscessscsenses 2321 233 157 14 18 323 331 82 B4 76 93 87 14
4-MCUILTy AlAeceescsncccnasnsnncans 3R6 313 128 75 64 3¢2 315 81 19 85 98 T8 €1
S=MINTGONMERPYy Al Aucncscvcsascsnsone 203 303 10¢ 117 5C 3217 3?25 g3 €2 92 1oge 73 58
6~TUSCALLLSA,; AlAceeccessnssnsonnae 122 269 11¢ €2 55 2¢5 214 67 €3 71 84 €3 55
T~PHOFNTIXy ART7 cesecssesenncsosnnse 241 472 229 119 114 432 438 11¢ 111 1c7 116 114 1C6
B8~=TULUCSC"y AP 17 4censsenncnsesccane 314 415 199 16 G99 372 38C Q4 Sé 95 105 S3 8%
G=FCRT SVIThy ARKa=TKLAeesaseoeoss 152 274 g2 69 46 3(5 311 17 19 8e 105 67 53
10-LITTLF ROCK~Ne Le BCCKy APKeseo 313 355 135 GC el 4(2 3%9 1c2 ic1 10% 127 98 15
11-PINT PLLFFy ARKecovooosenansseana s 247 25 &2 42 20 212 T1 €9 11 93 64 45
12-ANAFEINM—saeey CAluocevososansese 1y163 475 274 12¢C 13¢ 465 466 117 118 107 98 1217 137
13-BAKERSFIFLEy CAlceecaconsanvasnae 223 514 315 13C 157 495 4717 125 121 122 97 128 143
14~FRESNCy CALsevevesscocncnccnvesns 411 464 212 117 135 4C7 410 103 1C4 101 94 1¢5 113
15-0NS ANGEFLES~LONG FEACH, CAlseee 69766 554 317 140 158 542 S42 1317 127 128 116 14¢ 157
LTO—CXNBRIU~VFATURA, CAloaesceososnss 337 431 214 1C9 137 380 372 9é G4 ag 76 104 111
17-SACRA¥FHTCy CAlLeceocosnccnaness 753 50% 303 127 151 4e4 466 117 118 106 98 128 137
18~SALTINAS=MCANTEREYy CAleescocvens 22¢ 45C 254 114 126 449 447 112 1132 106 96 121 13¢
19+SAN BFRMADIMO—aeeer CAleccevene 1,037 46C 211 116 138 426 427 1C8 1c8 97 89 117 126
20~SAN CITCOy CALeeccssscnsssessnse 1918C 427 2473 1c8 121 412 4C7 104 1C3 98 SeC 110 115
21-SAN FRAMCISCC-OAKLAND, CAL.eses 29946 594 258 15¢C 179 5€7 570 143 144 126 115 16C 172
22-SAN JUSFy Cllececccecsesscccnsns S$23 514 301 13C 1s5¢C 470 415 119 12C 111 104 126 136
Z3-SANTA PARPARA, CAl.csesscsesesse 2452 434 242 110 121 431 426 1Cs 1Cc8 104 94 113 121
24=-STUCKTCNy CAlLsecesncccssnosncnnse 2R1 532¢C 3z# 121 163 5C2 468 127 126 101 94 151 157
Z5=VALLTJC=NAPA, CALecessvcoscannse 242 373 201 S6 103 3€5 359 g2 S1 92 84 93 97
726-CCLERALY SPRIMGSy Cileececaessee 1¢2 442 227 112 113 4cs 414 103 1C5 106 103 10¢C 106
27-DFENVERy CfLeocoocnceoscsscnneaan LyCTH 478 242 121 120 448 447 113 1132 120 113 10¢& 113
28-PLEELLYy ClLeesensecevnasansansnae 11¢ 364 179 G2 59 359 267 91 G2 91 s SC 96
29-B2ILG PIRT—eeser Cr'Mueranesens cC 425 231 1c7 115 4€4 474 117 12C 114 107 12¢C 132
30-HARTFIRE~-MN=W BRIT2T1Y, CiN\Neeewe 783 445 234 112 1l1¢é 4E0 453 116 115 126 117 107 112
31-NFW HAVIN=aseey ClNhlissesnnasans 7Cs 359 2CC icl 39 4326 438 110 111 116 110 1C4 111
32-NEW LONCOM~caeer ClDNeseesaasee 221 338 155 1 1< 354 269 39S S3 1ce 99 ql eg
A3-WILMINGTONy CFle=NeJa=tlecesass 473 492 165 124 82 483 484 122 122 127 165 117 -3¢
34-WASETNGTUNy LeCebla=Vleenooons 24615 296 189 1€0 94 425 420 1¢7 106 1¢3 114 112 99
PH5-—FORT LALDFPCALF—seaey FlAcuases L4t6 405 222 1c2 110 462 454 117 115 104 102 129 127
F6=-JACKSTAVILLE,y FlAcieasescnensse 541 381 2C8 S8 1C4 4CC 417 1c1 1CS 1C1 96 1¢1 115
B7-MIANT ) Flleseeaoonsesesnsssccesss 12074 462 251 117 125 5C1 4G2 126 124 122 117 121 131
IB-CRLANCL, FliM'eesoasecososesccnns ENN 15¢ 188 se 94 386 386 qg ce S7 93 Se 1C3
1I9-PIMESACTLAy FlLAceeecoscoonsnocnness 225 28% 14¢ 12 13 32C 3217 21 EC 83 77 78 83
GO0-TALLAHASSEFR ) FlAsesssvosssassan s 36¢ 215 63 1C67 3¢€9 395 93 1¢0 89 84 1] 115



99 a8 921 91t 95 86 8Lt L3k 135 L2 (X4} Y [A NN cecceeetoyl SH0UNIN=0B
58 €01 eyl 221 €Il L2 %! Lyy 6oy LL 201 561 11y sel **eyT SITUVHD 3MVYI-6L
L3 121 622 €Ll L3l 9%l 329 036 (4] Sel 521 £es 201 ettty $4113AV4VI-8L
83 58 Z2el LXA! 021 Lot 56¢ 44 4 23 65 Ls1 y6¢ d9¢ ety f3900Y NILVY-LL
26 11 821t 211 011 o1t Sty LEY L6 301 ¥61 LZ% 7ol ANI-*AX *3IVNNIASINDT-94
it 001 Sl 711 %31 Lot Y1y L 74 ] €L 321 Iyl L6t €91 seesesesseseesecet A SNILIONIXAT-GL
ezt 911 611 el ozt 611 LY Ly 01 01t 30¢ vty Y6 € Soesscsssesc s e oONYN *VIIADIM-%7L
St y1tl 801 Lol 211 111 Zhy 8ty 0¢1 €Tl oL 24 Gy T4l seesecccrstccceceeeINYN f¥N3dIL-EL
331 11 801 011 8a1 o1t 32y sty L01 011 512 ey L2l SeecsseseccesorteyMal f3DTUILIYM-CZL
011 111 [XA [ XA 911 L1t 68y £3y 201 [ AR 90¢ :3 44 <11 Seseesec et iIN-UMIT *ALITD XONOIS-T1L
1§ 25 6 Lo Z5 26 69¢ ELE 69 £d gl 4% 23 .- seseseeydnl 43037800-01
€11 AN et 6271 0Z1 vel 2lYy (41594 Ze1 I XA X 24 t04 wLe i *eeoyMOT SSINIOW S40-67
811 011 86 501 8l1 o1t 62y seh 301 65 212 16¢ [A% SEIII~vMYl 4" —1dIdNIAVE-89
801 11t cet [ A ST11 LT11 thYy w3k ell 0¢1 Lee Ly [43 Ceeeet et yMDL 4S5T1dva ¥YO3ID-LY
BL 3L ot 10t 05 58 94¢E €5t 68 75 B8LT eLe LT seceserecanneceNI 431NVA 34u3IL-G9
26 58 »01 Lol LS L6 332 93 [43) LS 781 445 [4 X4 ccescscrscseccetaONT SN HINIS-G9
13 ] Lé 001 63 J6 EGt G5 83 4] Lel £2¢€ 2el sresressteseccos et NI fLHIDNNW-RTY
IL LL S01 201 0s 36 LSt LSE (28 43 bhl Jst £01 $1113AVIYY *M-3LL AV I-€9
#01 [4¢A eIl EAN 801 601 62y 1Y s01 131 212 GZy #2241 cerrecONT fSITOdUNVIANI-Z9
Y11 11 56 501 LIl LOT [2A 4 (YA ] 2¢1 821 o%c Jey éo9 et AND 4J0VIIHD *3-OnNOWAYH-AEVO-19
¥o1 201 S5T1 521 11t elt %24 69 h £Eb6 31 981 iy #9¢ seestsesscctee st NI fINAVM LUI4-09
%3 L8 801 801 95 LS 6le 11239 IL a5 cal LsE (244 eeeserese = aNL *ITILIASYVAI-6G
18 98 001 201 15 L4+ 6Gt TLE S8 15 oLl 19¢ sel ceereeseecoscecsetgn] fNISYIANV-ES
[TA 11 86 BO1Y (AN} 501 (244 gLy a6 L3 181 £EYve 661 teeveseretereseITl fTTILNAONIUAS-LS
STt 201 96 [ 20 931 801 0cYy 6<Y 031 15 30¢ 349 1374 ceeesesetttecter st *JHOL4NITH-9G
L1l €01 L6 111 121 L0l L 44 | ¥4 4 y01 £5 €0¢ 89¢ STttt f9ldUdd-uS
[4A 1 Lo1 %6 601 831 801 BZY Ly £é L8 83l %43 SOCTEINL fGNLVIAa-YS
yel 121 86 611 911 81l 39% 93y [A RS 85 92¢ LBE ST *fO9VIIHI-ES
Lt ¥01 Z8 €6 631 66 Sy 0b¢ 701 Ly 50¢ She SYNVEUN=NIIVIAVAI-2G
601 16 Zit 611 o011 $O1 BEY (18 %01 021 602 L £:32 95 STttt TTL FIVAUIN-NILININIO TE-16
%9 o8 B2l It S5 1) Lt 93¢ 18 501 291 [A% 4 ***=04val *ALID 35123-0¢
9s 301 51 901 531 e01 yly LIy 2L 1l LAl aés et cIIVAVH NTNTINDH-6Y
98 [4) L6 16 s 15 293¢ Z3¢ G 25 2Ll GSE FesertTetYY SHYNNVAVS-8Y
LL 18 56 L8 93 8 dbE (%3 Gl 73 361 et SeestreteceoYS ENIDVN-LY
(4 39 é8 125 L 1L 982 232 79 2L 321 L 2:34 *YIV-"V3 $3NEANTI0-9%
1L 5L 96 S8 Y3 28 1te 147 v9 61 glil ele **3*S-*vY 4yl15N0NV=-Gh
86 801 121 24 631 111 434 ovy 86 821 L61 gey Seseecctttyd SYINVILV-Y
€3 €3 26 58 L3 L2} the Tc 6L €3 361 Jct feeessettgg SANVHIV-EY
yel yel Lé 201 911 811 B84y g34 [ A L1t 28¢e 414 U4 YHOVAd WIVd LSdM-2Y
€01 101 16 96 L5 56 I8t Is5¢ 901 35 w1¢ 51€ C9NNASYSL3d *1S-9davi-T¥
@ [ @ [ v (8) (v) (g) (v) sanos [ sownos T
S321N0s |e207] $30UN0S 31E1S saainos 1-g $801N05 -G |1ev07 1ed07 {000)
eded sad sabelaae '§'N 03 aAneRY ‘elided Jad endea sad ‘'s'N siunowe .m“__.““u d YSINS
S80IN0S SNOLIEA WY PialA J0 suoiliodoid aje1g—sejnoned 01 anliejoy euded Jad 9061

109)324 01 paisnipe Bunyblam Yim (g) pue s82Inos Snotsea
10} sales abeiane—gn 1B () palewnsa ‘Aloedes anuasay

anuaaai ‘1a0b e20| pue aielg

(pte |e1apag Buipnjoxa)

{‘PAuo)) £9-9961

SYIHVY NV1ITOdOHLIW HO4 ‘ALIOVAVO INN3IAIH ANV 3NNIAIYH INIWNHIAOD 1vIO01 GNV ILVLS — 8D 2lqel

135



9€T

Table G-8 — STATE AND LOCAL GOVERNMENT REVENUE AND REVENUE CAPACITY, FOR METROPOLITAN AREAS:

1966-67 (Cont'd.)

State and local govt. revenue Revenue capacity, estimated (A) at U.S.—average rates for
(excluding Federal aid) various sources and (B) with weighting adjusted to reflect
1966 Per capita Relative to particular—State proportions of yield from various sources
SMSA popula- amounts U.S. per capita Per capi i i
tion LS. pita, Relative to U.S. averages per capita
{000) T Local Local S-L sources S-L sources State sources Local sources
otal Total
sources sources (A) (B) (A) (B) (A) (B) (A) (B)
B1-NEW CRLFANSy LAscocosccscnsncses 1,C43 43C 14¢ 1C9 73 481 4¢€6 121 118 139 156 104 78
82-SHREVFPLRTy LAceacoessscasssnns 287 389 107 gr 54 436 432 11C iCs 137 158 B4 €3
E3-LEWISTIN=AUFURNYMAT N savesnsesne Rg 3ca 119 78 56 317 215 ac EC S7 9é 64 €4
P4=PCRTLANCy MATNEoveossocscvsocnssan 124 283 177 S7 X - 31C 37C 93 S4 104 104 83 84
ES5-BALTIMCREy Mlecesssesscesssssnee 1399562 412 20¢C 104 10¢ 363 364 96 1CcC 1C3 107 S¢€ Q3
FO6-BCSTONy MASSeecssescennssccssses 399530 454 248 115 123 386 378 S7 $6 102 94 93 97
A7T-FALL RIVER-N,BEDFCPL, ¥aASS.(1l}). 416
BE=PITTISFIFLD, MASSe (1)evselecene 145
89~-SPRINGFIFLD-ceeey MASS: (1)eews 554
GO-WCRCFSTIR=seesy MASSeencosscocsee 510 391 207 <9 103 338 33¢ 85 85 g1 84 8C 8%
G1=ANN APECRy N¥ICHeesseesecoscsssns 204 427 18¢€ 1ce 93 414 41¢ 105 1€5 113 122 97 89
G2-BAY CITYy MICH,eeeovveosscesascs 113 381 172 S6 8¢€ 3¢£9 364 GE S9 g€ 10¢ 1¢C 93
93-DETRCITy MICHeoeoseoansnccsnans 49074 465 22¢ 117 113 457 453 115 114 113 12¢C 117 1C9
G4~FLINT, MICHuveeeoosassascnsccsas 471 4€4 242 117 121 418 418 1Cé 1C6 105 113 10¢ 99
55=-GRAND RAPILSy MICHesoeeosssnesse 505 405 174 1C2 87 414 412 1C4 1C4 1¢g 117 1¢C 91
96—JACKSCNy MICHeseeosococsscnnsss 137 367 153 S3 76 3es 282 g1 S7 103 108 91 85
GT7~KALAMAZUCy MICHeoeoesssncsscscsns 189 409 181 1C3 90 411 410 104 1C4 108 11¢ 1CC 92
G8-LANSINGy MICHeoesooeoonscoassecsne 349 44¢ 222 113 111 3E4 393 97 59 103 114 91 £s
S9=-MUSKEGON-M, HFIGHTSy MICHeceeowso 153 373 1617 G4 a3 383 219 S7 c6 9s 104 S5 E7
100-SAGINAKy FICHeceosoesscscconcocnse 211 389 173 G8 a6 361 339 99 S8 104 i1¢ 94 87
101-CULUTH-SUPFRICR, MINN =W ISCeaas 269 4G¢E 228 125 112 3E3 414 97 1¢5 97 12¢C 9é £gs
102-MINNEAPCLIS-STe PAULy MINKeoeoss 19621 527 245 123 124 471 486 120 123 123 123 118 122
103-JACKSIINy MISSecscsncessscssccse 251 404 173 1C2 a8é 406 4C2 1C2 1C2 1C5 11¢ 1CC £e
104~KANSAS CITY,y, MUu-KANSeasseaseans 1,201 396 211 1CC 1C5 432 426 1CS 1ce 11¢C 103 1ce 112
1C05-5Te JOSFPHy Flleseosssossssessas S 284 13¢ 12 69 321 229 84 £3 ag 83 19 832
1C6-STe LMUISy MCa-Tlleeeoocesnsene 729255 256 202 5 1C1 4CC BRI 1c1 1CC 1CC SC 102 1CS
1CT7-SPRINCFIFLLEy #leovesssacecscacss 141 A58 18¢ se 33 350 4C4 98 1C2 ict 98 36 1C¢
LCB-BILLIMGSy MINTeseososososcesinne a1 427 221 1c9 110 452 561 124 127 132 111 117 141
109~GREAT FALLSy MCNhNTeeeeeocoscsasne £1 431 232 1cs 11¢ 446 44C 113 111 122 107 102 115
L10~LINCCLNy NEiloeoessossesscsscscsns 154 395 267 1¢C 133 457 451 115 114 1C4 78 126 149
111-CMAFA, ANFB  ~TlKAeeooaoscnsncsoe S1t 4Cs 256 1c2 128 473 467 12¢C 118 107 817 131 148
112-LAS VFEGASy AFVeececsasssscnsnns 23¢ 4837 2¢1 123 13C 641 £33 162 1¢0 170 15C 154 170
113-RENCy Al Veososscecsscescsacsnsss 1ca 6C8 343 154 171 742 763 187 163 19¢ 17¢ 17¢ 2C9
114~MANCHESTERy NeHooooooovosonosons 209 323 16¢ ¥2 34 425 415 107 1C5 121 94 94 115
115=ATUANTIC CITYy Nedevososscccces Laz 420 251 1C6 125 363 387 99 G 112 92 8¢ 1C3
116-JERSEY CITYy Nedooswesssacacnss 620 382 245 S7 122 355 354 i1cc £9G 1C4 1€ 95 1C3
117-NEWARKy NeJeesossvoossoscssscosnse 13874 416 263 1C& 131 459 453 116 114 115 8% 117 143
118=-PATERSCA-CLIFTCN~PASSATIC, Nedeeo 1,219 3g¢ 232 Se 11¢ 433 45C 109 114 111 84 107 143
119-TRENTINy NoJeeeoecesssanonsnsee 301 185 233 <7 11¢ 4C7 264 1C3 €S 112 83 G4 116
120-ALBLCLERGLF )y Neleoeeevoosseneses 286 429 143 1ce 71 424 425 11c 1ce 13C 154 9C &4

1Data not available; see text.
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Table G-8 — STATE AND LOCAL

GOVERNMENT REVENUE AND REVENUE CAPACITY, FOR METROPOLITAN AREAS:

1966-67 (Cont'd.)

State and local govt. revenue Revenue capacity, estimated (A) at U.S.~average rates for

(excluding Federal aid) various sources and (B) with weighting adjusted to reflect

1966 Per capita Relative to particular—State proportions of yield from various sources

SMSA pc:ir;l::a- amounts U.S. per capita Per capita, Relative to U.S, averages per capita

{000) Total Local Total Local S-L sources S-L sources State sources Local sources
sources sources (A) (B) (A) T (B) (A} (B} (A) i (B}

[21-ALRANY-SCHFARECTADY=-TREY, NaYaos 7C3 425 1e1 1c? gcC 320 282 Sé s7 1C4 96 ge S4
122-BINCHANMTONy NoeYe=PAusacsnsvsosnae 298 44¢ 227 113 113 3¢ 364 S3 G2 93 91 g2 93
123-BUFFALCy NaYesoonaoeasonsoosses 13324 565 231 117 115 364 395 1cC 1C0 97 96 1C2 1C4
124~NEW YORKy N,Y¥¢e eescesasesscssace 115454 641 361 162 180 452 493 124 125 11C 114 128 135
125-RCCHFST Ry MeYaonavsacsvssnoses gla 505 23¢ 128 118 436 43S 11C 111 113 11¢ 1¢7 112
126-SYRACUSY )y MNoYseososesncononanca £12 422 199 1¢8 33 376 3717 99 S5 91 94 93 S7
127-UTICA-RUMFy NoYeuoososssessacns 350 367 154 93 78 3124 23C 84 £3 8s 85 8C a1
128-ASHEVILLEy NeCasscosesvccsosnnsnae 145 328 102 g3 31 3%4 345 8S eg 96 119 83 58
L29-CHARLCTTE) Nuleansavacosossnena 371 452 16C 114 19 417 444 11¢C 112 120 154 1C1 71
130-DURFAYMy; NaCeesevesecosocsonnannse 177 326 116 €2 59 346 332 87 £4 a9 109 85 59
121-FAYETTEVILLEy NeCovessvescncnca 19% 251 A1 &7 44 238 249 &C €3 71 87 4S 33
132~GREFNSECRL-he Se~He PToy MNoloww 515 409 16C 103 8¢ 416 415 1C5 1C5 10¢ 131 11C 16
133-RALETCHy NuCoevevsvccesvscnnannnn 202 257 129 SC 64 330 34C 813 g6 96 12¢ 71 52
I34-WILMINGTCN) NeCoveveoonsccnnnses 9£ 331 122 £3 &1 378 23c g3 £3 86 11C 1S 57
135-FARGC-MCORHEACy NeDo=VIAN oeeas 111 54C 24% 126 124 5139 533 13¢ 135 155 152 117 118
126-AKRIN, CHIC,seeessssssssacavccss €573 35 211 S1 105 367 396 10¢C 1C0 99 87 101 112
L37-CANTONy CHI{eososcocrcsscsscanas 357 3C1 161 76 RO 371 28¢€ 94 92 96 83 91 101
138~-CINCINMATY, CRIC~KY,~INCaeeeese 19354 365 218 S3 108 4¢C7 4CS 1C2 1C3 97 B8 1c¢ 118
139-CLEVELANDy CHICNeeaeenssonsnsnss 23045 384 232 s7 116 445 445 112 112 105 9cC 12¢ 134
140-CCLUMALUSy CHICesvecscscanascnss 257 321 18C 83 9¢ 34 380 97 cé 99 87 95 1C5
141-DAYTONy 0hIfececccansosscnnosesnas 807 142 19¢ £6& 98 362 385 ge S7? 1¢0C 8¢ se 1ce
142-HAMILTCR-FMICDLETCWN,y (HIfeeeaon 210 336 204 €5 101 317 369 g5 $3 91 78 99 1C7
143-LIMAy, CHICeaaceesonsocscsaunase 173 294 195 14 77 3¢8 369 93 S3 94 83 92 1C4
144-LORAIN=-FLYRIA, (CHIC ceoosessosss 2473 318 188 £C 94 356 1527 qC &9 a7 77 92 1C1
145-MANSFIELD,y (HiCeaceoooenacncsos 129 323 17¢ £l 88 318 3€S 95 S3 1¢C 87 91 1CC
146-SPRINCFIFLDy CHICeeoessoevosnse 156 291 152 73 76 340 34C 26 g6 92 82 8C 89
147-STEUBFNVILLF-eeaay CHIG-W.VAL.. 167 298 133 15 6t 379 364 9é G2 88 9C 103 S4
148-TCLFDOy CHIC~MICHecvosocoevosss £68 347 191 £8 5 4C3 4C6 1C2 1C3 icc 9C 1C4 115
149-YCUNGSTOWA-WARREN, (Hlileeassess 524 31¢ 112 78 g6 312 371 94 S4 93 82 95 1Cé¢
150-LAWTONy DKl Acosesonsersssescesna 109 275 g2 70 46 3Ce 311 T8 19 95 107 61 51
151-CKLAKERMA CITYy CKlAewoosssnsosns 587 427 1832 1C8 g1 458 452 11¢ 114 128 143 102 86
152-TULSAy MKLAveosenssononcseassscsa 441 461 183 116 g1 527 822 133 132 146 162 121 1c3
153-FUGENFy CREcevsovssosacscsseocnss 2¢¢ 431 22¢C 1C9 11¢C 420 416 1C6 1C5 105 107 1C8 1C4
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156-ALLENTERN-wweny Pla=Nodoeccoesnas 522 35¢ 168 €8 B4 367 369 93 G3 96 94 9C 92
157-ALTCONAy PAucocvsnosssnasccsses 132 28¢C 119 71 59 3ce 3C7 78 78 82 84 74 12
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Table G-8 — STATE AND LOCAL GOVERNMENT REVENUE AND REVENUE CAPACITY, FOR METROPOLITAN AREAS:

1966-67 (Cont'd.)

State and local govt. revenue
{excluding Federal aid)

Revenue capacity, estimated (A} at U.S.—average rates for
various sources and {B) with weighting adjusted to reflect

p(’l)gﬁz ! Per capita Relative to particular—State proportions of yield from various sources
SMSA t::)n amounts U.S. per capita Per capita, Relative to U.S. averages per capita
(000} Local Local S-L sources S-L sources State sources Local sources
Total Total
sources sources (A) ug) (A} (B} (A) l 8) (A) T (B)
2CY=PPONC=T RNy UTAlceacsesosanccnnss 127 aC1 125 7€ &2 2ET 284 13 12 7 82 T4 &2
PC2=SALT LAKE CITYy UTAFeeoaoancnne 524 412 169 1C4 24 387 386 98 s 1C1 113 95 82
203=LYNCHULURG ), VAdeesssansssacnsanse 122 3113 123 19 61 318 325 8¢ 82 92 103 1c €2
204=NEWEOPT MoRI-HAMPINAy Yl o ceeeae 211 3C3 132 16 € 3c8 312 78 19 82 92 74 [
2ES-NERFOLK=PLRTS*CUTHy VNaceeoosns €39 341 171 £6 a5 3C7 31s 78 £1 82 92 73 c
206=RICEFMIND Yy V%eaeoosccnnsssssases s11 361 163 39 el 4724 428 107 1C8 110 123 1C4 94
2UT-RUANGKEy VA o deeoasnsasscnsnsas 17¢ 3rs 15¢ G5 19 3e7 356 gg 1CC 1C7 119 89 g2
2C0=STATTLE-CYE2IFTT,y hASHaewaoseasee 139235 572 225 145 112 5% 552 141 129 131 175 1s5¢ 1C5
209-SPCKANE,) WASHeessesssanccesonsns 2864 447 14C 113 70 412 431 104 1C9 112 154 S5 €5
21C-TACOCME, KASKeqeossesvesencancnsse 362 434 16¢& 110 82 422 425 1C7 1¢7 101 135 112 eg¢
211-CHARLI STONy KaVleesoesesasnnssan 241 382 135 57 &9 372 37C G4 S4 10¢C 125 87 €3
212-FLNTINGT NN caney “aVAa=KY=ThIC 253 317 i14 £C 57 341 341 g6 g6 89 108 a3 65
213-WHEFLINGy $ VA —CFI(asesssnnsnsnse 185 32¢ 129 e1 64 321 238 84 5] 89 102 78 1C
2)4-GREFN PAY, bISceeesavesesveccnsas 13¢ 409 15¢€ 1C3 1€ 353 351 8s €9 96 112 813 66
215-KENCSHA) WISenasceceneanscssnane 114 42% 151 1ct 3G 383 362 89 S1 a8 108 9¢C 15
216~FADTISINy WlCesosnoacnosacnnenone 265 46C 192 116 96 43 39¢ 162 1ce 103 119 101 82
21T-MILWAUKFE ) $ISeeesncenssacsssas 15334 53¢ 241 136 12¢ 435 43¢ 11C 11C 104 13¢C 115 SC
218-RACINT y WISseveseoncacssncanana 157 439 176 111 88 372 281 94 S8 94 116 S4 76
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Table G-9 — RELATIVE REVENUE EFFORT (ACTUAL REVENUE AS PERCENT OF REVENUE CAPACITY), FOR METROPOLITAN AREAS:

1965-67

With capacity estimated
at U.S.—average rates
for various sources

With weighting for estimates of revenue capacity adjusted to reflect
particular—State proportions of yield from various sources

Local governments only
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Table G-9 — RELATIVE REVENUE EFFORT (ACTUAL REVENUE AS PERCENT OF REVENUE CAPACITY), FOR METROPOLITAN AREAS:

1965-67 (Cont'd.)

With capacity estimated
at U.S.—average rates
for various sources

With weighting for estimates of revenue capacity adjusted to reflect
particular—State proportions of yield from various sources

Local governments only
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Table G-9 — RELATIVE REVENUE EFFORT (ACTUAL REVENUE AS PERCENT OF REVENUE CAPACITY), FOR METROPOLITAN AREAS:

1965-67 {Cont'd.)

With capacity estimated
at U.S.—average rates
for various sources

With weighting for estimates of revenue capacity adjusted to reflect
particular—State proportions of yield from various sources

Local governments only
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Table G-9 — RELATIVE REVENUE EFFORT (ACTUAL REVENUE AS PERCENT OF REVENUE CAPACITY), FOR METROPOLITAN AREAS:

1965-67 (Cont'd.)

With capacity estimated

at U.S.—average rates
for various sources

With weighting for estimates of revenue capacity adjusted to reflect
particular—State proportions of yield from various sources

Local governments only
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local governments governments revenue property property miscel. general surpluses
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Table G-10 — COMPOSITION OF LOCAL GOVERNMENT REVENUE CAPACITY (ESTIMATED AT U.S.~AVERAGE RATES), FOR METROPOLITAN AREAS:

1966-67

SMSA

Percent of estimated revenue capacity of
local governments (cross-total equals 100.0)

Ratio of particular—area percentage to U.S.
average percentage for the same revenue sources

Property taxation of —

Charges

Property taxation of —

Charges

Other ; Utility Other ) Utility
N‘?"fa"," Business Farm local and miscel. sur- Nr?nfarrT\ Business Farm local and miscel. sur-
residential ropert taxes general pluses residential ropert ropert taxes general pluses
property property property revenue property property | property revenue
1-BIRNMINCHAM, AlAcecescaccasscess 31.4 31.7 23 14.3 17.3 3.0 1C4 12¢% 473 112 7€ 82
2=GADSUFNy ALAcscecnccsncscncncanse 29 ¢ 3Ca8 3.1 12.C 21.0 2+5 98 121 60 1c2 92 617
F=HUNTSVILLFy AlAccsscesnconosscs 2949 14.0 3.0 11.9 25.4 15.9 S9 5% 57 S3 111 43C
4-PCBILFy AlA csesscccssscoscsncnsns 3C.7 253 3.9 14.17 22.4 3.1 1¢2 1CC T4 115 S8 83
5=MCNTGOMFERYy AlLAcecccacsececcsces 4Ce4 21.7 l.4 15.4 18.6 246 134 8¢ 28 120 81 7C
E=TUSCALCUSAy AlLAceuesesnceccncsee 3Ce2 23.9 2.0 12.¢ 28.5 1.8 1co 94 38 1C8 125 417
T=PHOFNIXy ARIZeevosssesscscccans 28 eF 16.0 561 12.7 24.5 1C.C S5 7% 98 99 108 271
B=TUCSOMy ARI7ceesecscscscsccsncse 2€e5 24.C 1.0 159 2843 2.3 G4 95 2C 124 124 61
G~FCRT SPITHy ARKe~(KLAsesoeonsesne 33.3 2249 65 16«17 17.7 2.8 110 ac 125% 131 78 76
10-LITTLF PCCK-N. Le RCCHy ARKaoeo 3446 23.4 24 16,2 18.9 4.4 115 92 46 127 83 12C
11-PINE PLUFFy ARKesassososescscasn 3lef 3C.1 SeC 15.7 13.6 .1 1C5 116 172 122 6C 3
12~ANAHFIVM—cceeey CALcecascccanvesne 417 17.6 4a1 1C.¢€ 21.3 4.6 13¢ €S 19 83 S32 125
13-BAKFRSFIELCy CAlecsossvosccscans 2146 256G 12.C 12.2 27.S 1.2 12 SS 23¢C S5 123 34
14-FRESNCy CALvecocacsconcscscncnse 222 17.7 14.6 12.C 21.5% 2.0 73 7C 281 Q4 138 53
15-LCS AMCLLES-LONG BEFACHy CAleeces 3448 2444 o4 12.5 21.5 €o4 115 G¢ [} o7 S4 172
16-0XNARD=VENTULRAy CAlcescccocsasse 3I5.¢ 15.7 Se3 1C.S 2545 3.1 118 62 178 85 112 84
17-SACRAMFATC ) CALeececosnsccssccs 29453 1545 Sedt 12.1 31.0 6.0 S9 €1 103 S5 136 163
18~SALINAS-MCNTEREYy CAlevecconses 35.2 15.1 1C.2 13.2 2544 o2 1i9 €C 196 1C3 112 é
13~-SAN BFRNACINC-coeey CALcecsosns 3Ce? 16.1 Sel 13.2 25.0 5.1 1¢2 €3 187 1C4 11C 137
20=-SAMN DIFGCOy CAlLsecsasessscsccccas 325 16.3 6.0 12.72 28.4 beb 1ce 64 116 S5 125 125
21-SAN FRANCTISCC-CAKLANDy CAlLeseose 3ta7 24.5 9 1C.¢ 24,6 245 122 97 17 &84 1ce 67
22-SAN J0SEy CALeseeccesavccscncne 35.7 2Ce? 3.7 11.C 2645 2.8 118 8C 71 €6 11¢ 17
73~SANTA RARHARA,) CAlLeceoscocscacs 37.7 17.7 Se3 12.5 23.3 3.5 12% 7C 102 S8 1C2 94
24=STOCKTCNy CAlLeecocecoosscscsone 1844 13.8 S.9 8.5 48.3 1.C €1 54 16¢C &7 212 2§
25-VALLEJC-NAPA, CAlecveosscsccncs 35.%9 14.C 1.6 12.7 27.¢ 2.5 118 5 146 1C0 121 69
26=CCLLCRATLC SPRINGSy CllLeveesvoneen 2044 14.1 4.4 l4.8 23.1 15.3 G4 S5¢ 84 115 1C2 412
ZT-DFNVERy Clleceeecsccoveccoscsens 3Ce5 28e73 765 14,8 21.2 2.7 1C1 112 47 115 93 73
28=PUEELMy CClLecosvosscasscsnscocce 31.1 251 7.9 12.3 18.3 4a4 1C3 SS 152 S6 85 118
29-BRICGIPURT~easey COMNsoooeooons 47.7 23.4 1.2 12.5 15.C «3 158 9 24 S8 6¢€ 7
30-HARTFCRE=-NEW BRITAINy COANNcaeeo 3541 2G5 3 14.80 18.€ 1.5 116 11¢ & 116 82 51
31-NEW HAVEN-ceeey CINAL e enncones 3640 255 .3 14,1 16.8 1.4 126 11¢ 5 110 T4 38
32-NFW LONEDA—saeey) COANGeveooonsene 2%8.7 33.2 3 14.4 12.4 1C.5 97 131 6 112 54 284
33-WILMINGIONy CELe~NaJe=Mlevevans 33.2 34.0 1.3 12.5 17.8 1.2 11C 134 2% S8 78 33
34-HWASHINCGTON,y DoCo-MUa-VAceaaooes 4544 1G5.3 1.5 Ge? 22.5 1.6 150 1¢ 3C 13 9SS 52
35-F0RT LAUDFQTALE~veser FlAseeaan 43.4 14.5 3.6 13.¢ 23.3 le7 144 51 68 1C7 1C2 45
Y6=JACKSONVILLFy FlAceeeoseccncesne 28 et 236 -7 13.S 21.1 12.C S5 G2 13 1Cs g2 32¢
3T-MIAFILy FLAveosenoconssoscanvoncesn 33.6 2661 2.4 13.¢x 21.8 1a7 111 1CS 46 1C8 9é 4¢
3R=0RLANCCy FLAcoeeoccesovoscccncns 36.3 1f.8 5.1 14.9 17.5 T4 12¢ T4 S7 117 11 201
39=-PUNSACCLAy FlAcecoseeevoncsasese 3540 22.1 2.2 13.9 23.S 249 11¢ e1 42 1C9 1C5 7S
40-TALLAHASSFEy FLAvesoeoossncnsans 304 11.3 4.1 14,1 277 11.4 1C2 44 91 110 122 309
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Table G-10 — COMPOSITION OF LOCAL GOVERNMENT REVENUE CAPACITY (ESTIMATED AT U.S.—AVERAGE RATES), FOR METROPOLITAN AREAS:

1966-67 (Cont'd.)

Percent of estimated revenue capacity of
local governments (cross-total equals 100.0}

Ratio of particular—area percentage to U.S.
average percentage for the same revenue sources

SMSA Property taxation of — Other Charges Utility Property taxation of — Other Charges Utitity
Nonfarm . and miscel. Nonfarm . and miscel. i
. X Business Farm local sur- i X Business Farm local | sur
residential ropert: taxes general pluses residential roperty | property taxes genera pluses
property property property revenue property prop: revenue
41-TAVMPA-ST, PUTERSEURCy FlAweeoss 3646 2C.0 1.5 13,1 264G 1.5 121 1S 3c 1¢2 118 51
42-WFST PALM HIACH, Fllcssencsscsee 42 .4 14.9 449 12.4 22.1 247 140 5¢ G4 S7 10C 13
43-ALBANYy GAaseaveossacncccoosncnee 25.7 17.6 1.6 l4.5 27.7 12.6 5 7C 30 117 122 34C
44=ATLANTAy GAeesossosncoccasanasnan 2841 2CaT 1.2 14.2 22.7 2.C S3 121 24 111 1¢cC 81
45-ALGUSTAy GAe—SeCoesncsascasnnnas 222 2649 267 14.7 31.8 l.6 14 1C¢ 53 115 14C 44
46-CCLLNEUSy Cha~AlAseeescsasccnas 3261 17.7 1.1 15.C 29.4 3.1 1C8 74 22 117 12% 83
4GT7-MACCNy; GAucescossossscsscancscannane 28,7 21.1 3 15«1 1C.7 4.2 g5 83 ] 118 135 112
4B-SAVANNARY GAeesesssnsnscascscns 24,0 3.2 -5 13.2 29.17 2.4 19 116 10 1C3 131 66
49-HONCLULLYy HAWATleeaeecasconanas 39,2 24.0 1.2 15.9 16.9 2.8 13¢C 9% 23 124 14 17
20-BCISE CITYy ICAKECeasenosncncess 257 247 6.3 2C.7 17.0 el 85 111 159 162 15 4
CI-RLOCOMINGTON-NCRNMALy IlLeenssose 28,9 244 11.2 15.2 17.9 2.5 96 9é 214 118 78 65
92-CHAMPATICN-URRANAYy TlbLoeecsovecns 2743 13.3 262 12.C 19.7 1.4 91 5¢ 504 94 87 3s
93-CHICAGC,y Tlleceaesssasossncanse 33,6 2G.9 .9 12.6 2C6.5 2.7 1C9 11¢ 17 1C1 QcC 73
S4-DECATURy Illecseccvasscaasssnne 23.¢ 31.C 12.2 13.32 16.2 1.5 19 13C 234 1C4 11 4C
55~PENRIAy TLLeosscacncesccncnsose 32.3 29.0 €l 14.C 16.7 1.2 107 114 131 109 73 32
H6=-RCCKFURDy Tlleeesensoancncsnsesne 33.5 31.0 3.3 l4.4 16.8 1.1 111 122 63 113 T4 3cC
S5T-SPRINGFIFLTY ) ITlLloescesocsesssnns 25.0 23.3 1C.3 12.5 15.6 8.9 96 92 197 1c1 €S 24C
S8=-ANDERSCAy INDeveocsssccncoscscsns 30.1 24.1 4.0 l4.€ 13.8 12.8 1C0C Se 17 114 6C 34¢
H9-FEVANSVILLFy INCe=¥Yieoovecosone 27.1 33.7 2«5 15.3 17.5 4.C SC 133 48 119 11 108
60=-FCRY WAYNEy INDeeovoevooncenscan 2€.4 AC.€ 3.6 1€6.5 15.6 6.9 28 121 68 132 6S 185
61-GARY~HAMMCNE=-F, CHICAGC, INC.eoos 25.3 43.5 2.2 12.32 15.6 1.2 R4 172 42 56 68 32
E2-INDTANAPCLISy INCowocancoscnses 27.1 256 3.7 14.9 19.3 S5e4 S 117 71 116 85 145
63-LAFAYFTTE-Wwe LAFAYETTE,y IN[aaea 27.9 31.7 Ba7 15.7 14.3 1.7 92 125 167 123 63 4¢
64-MUNCIF,y INDeessnsonssensecnsane 26.9 32.6 €.9 159 17.3 .2 89 13C 132 125 76 S
€5-SCUTH RENDy TNDeeevvnnscoccsaas 2643 29.4 5e4 15.¢ 18.5 4.8 e7 11¢ 103 122 81 128
6E6-TERRE HAUTEy INCoevovoosccacoane 2le% 2G5 7.8 15.C 25.1 l.1 71 11¢ 149 117 11¢C 28
ET-CEDAR RAPILSy TCWAcaeesocccscee 3l.% 3CeS 56 15.¢ 14.8 1.8 1C5 12C 107 122 (3] 4E
CB~DAVFNPLRT =400y liwdA=Tlleewcees 3C.1 27.9 7.3 12.17 205 le4 1CC 11C 14C 99 SC 3g
69-DES MOINESy ICWAcseoacscsacosnsse 3CaC 28a2 2.0 1542 2244 2.3 S8 111 38 119 S8 62
70-DURUQUFy TMhAscecsvascsssacsssns 3C.5 270 13.7 12.1 13.9 1.8 1c1 1C1 262 1c2 .3} 49
T1-SIOWX CITYy IDWA-NFER, . oeesossns 2Z2e% 2¢,.1 15.8 1¢.C 15.9 3.4 1€ 102 303 125 1c 91
T2-WATERLCCy UlWAceecoonnnosenscns 21.0 29.9 €8 13.4 18.5 bob £9 118 130 1C4 81 118
T3-TCOPEKAy KANSceesoessacssoonnsss 274 224 3.1 12.1 32.4 2.6 91 g8 59 S5 142 72
TA4~WICHITA, KANSeeaacanaescscccnsce 26.1 291 6.0 15.5 21.8 1.6 Bge 115 114 121 gé 44
TS5-LEXINGTUMy KYaeeeoenasosooossonnnas 4C.% 298 548 15.1 12.4 .0 135 102 111 118 54 1
T6-LCUTSYILLFy KYe=INDeeaeocsocnoans 29.13 295 1.6 13.¢ 24.1 1.9 97 11¢ 31 1C7 1C¢ 51
TT-BATON RCUGYy LAveeceoonsoaannes 26 .6 28.2 o7 16.3 17.5 .2 88 151 14 128 1S 6
T8=LAFAY TIF, LAcesaoncccssscnsnnnss 2040 34.8 17.4 S.C 13.9 4.9 €6 137 334 70 61 132
19-LAKE CHARLFSy LAcesecsccascncns 18.¢C 4341 244 1Ce2 26.0 o4 €C 17¢ L€ eo 114 1C
FO=MCNRCFy LAceecevocnsooscscsnnese 2545 2745 3.0 1€.2 22.7 5.1 €4 1CS 57 126 1CC 139
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Table G-10 — COMPOSITION OF LOCAL GOVERNMENT REVENUE CAPACITY (ESTIMATED AT US.—AVERAGE

RATES), FOR METROPOLITAN AREAS:

1966-67 {Cont'd.)

Percent of estimated revenue capacity of
local governments (cross-total equals 100.0)

Ratio of particular—area percentage to U.S.
average percentage for the same revenue sources

SMSA Property taxation of — Other Char.ges Utility Property taxation of — Other CharQES Utility
Nonfarm . and miscel. Nonfarm . and miscel.

. . Business Farm local sur- i X Business Farm local sur-
residential property property taxes general pluses residential property property taxes general pluses
property revenue property revenue

121-ALBANY=-SCEFAFCTADY-TREY,y MeYeno 34,0 27.1 1.3 14.C 21.5 242 112 107 24 109 gs 6C
122-BINCHANMTIONS NoeYe=PAcsoseacasose 31,9 22.6 Y 11.5 30.0 2.3 1C€ 8BS 31 90 132 62
123-BUFFALC) NeYessnoanoseessoesonsa AC..% 29.C 1.0 12.7 24.6 2.2 162 114 18 S6 1C8 6C
124=-NFw YR, NoYeoeoovsosovesosces 3Z2.3 25.9 el 1C.5 29.6 1.6 167 102 2 82 13C 44
125-RCCFESTERy A Yeuoeosacososnnsns 3.7 24,2 1.6 12.4 25.2 3.C 111 g5 3C S7 111 81
126=-SYRACUSFy MuYeeaooseavsnssonsna 33.4 21.C 1.3 1246 22.9 2.4 112 106 25 S8 ic1 66
127-UTTCA-RIEMEy NoYaeeovonwwoasessons 31.5 24.C 1.7 12.4 28.1 243 1C4 9% 33 97 124 62
128-ASHEVILLFy AyCavececeascsnnscosnse 36,2 25.4 Se7 13.7 13.¢ 54 12C 1CC 106 1c7 6C 147
129-CHARLETIEy oleescsovcasvosasoaan 2S.7 32.4 3.9 17.4 14. ¢ 2.0 S8 12¢ 14 126 64 53
130-DURFAF, NeCrevesosncoscncossscnse 14,4 2Ge6 1.8 14.7 1€.4 1.5 114 117 73 111 72 41
1351-FAYFTTEVILLFy NoeCeeeooovosnanns ?1l.2 l1e.6 4.0 154 24.6 12.4 70 12 T¢ 151 1C8 234
132-GREFNSPIRC—~he Se=Fe PTey Naloaw 285 3Z2.0 2.9 12.¢ 20.6 2.2 G4 12¢ 16 1CO 91 6C
143-RALEIGCH) NaCenoosnccecsssossons 2242 296 ta2 17.2 23.0 1.8 T4 1117 119 135 1C1 49
134-wILVINGITNy NuCoosovsnocnsnavene 33.7 27.1 2.9 14.5 20.7 1.C 112 1¢1 57 113 91 28
135-FARGC-FCCRBIADy NeLe=NMINNecosss 17.6 12.0 12.7 1842 29.7 3.5 bl 71 245 142 13C 94
136-AKRCNy (HICeseoeosasnncscsvenss 33.2 26a1 1.7 132.1 23.2 2.7 110 1¢c2 32 1C2 1C2 E
137-CANTONy DHICceeaseasesosovscencs 31.5 35.1 3.4 1443 14.2 1.5 1C4 13¢ 64 112 62 4C
138-CINCINNATILy CHIC=KYe=INT qecones 3C.3 2646 -8 11.17 28.4 2.1 1C0 1C¢5 16 91 125 58
139-CLEVELAND, (Hl(eeeeessososenscascse 32.7 28.9 1.0 12.¢ 21le5 3.1 1¢8 114 19 1¢0 94 84
140-CCLUMPUSy CHIMeeesessssnceccans 35.6 263 1.2 13.4 2C.¢& 2«5 118 1C4 22 1¢S5 9 79
141-DAYTONy CHICeesovssocsonccesans 33.7 2€6a1 2.6 13.¢ 20.7 3.4 112 1¢2 49 1C7 91 91
142-HAMILTCN-MIPDLFETCHNy CHICeanoee 33.3 2R 4 1.5 12.2 17.5 T2 110 112 28 Ss kX; 194
143~LINMAy OHICaeeeasoevsossncancnece 27.6 27.1 11.1 13.C 19.3 1.8 91 1C7 214 1C2 as 45
144—LCRAIN-FLYRIAy CHIMNuoeoonoscasne 34.8 21.C 2.5 13,7 18.6 3.4 115 1C¢ 48 167 8z 91
145-MANSFIELDy CHIOwesnseasnanssses 3€6.9 274 Ze5 14.5 15.5 2.9 122 10¢ 48 116 (33 11
146-SPRINGFIELL, CHICceeosoosnosnsse 34.C 2449 3.8 l4.6 21.3 1.5 112 SE 72 114 94 41
147-STELRENVILL =0 aeey CHID-W.VAL.. 29.1 41.5 1.2 1C.¢ 15.7 l.6 Se 164 24 &5 €S HQ4
148~TOLFOCy OHIN-MICHuweeocassosens 29.6 2G.17 4.6 13.¢ 21.0 2e2 95 117 8¢ 108 92 61
149-YCUNGSTCWN=wARRENy (HICeoaoeoswe 2G.1 33.1 2.1 12,8 18.C 3.7 96 131 41 1C8 s 101
150-LAWTCONy CKLAwooescanenccassnosns 35.7 12.6 Eeh 2GS 23.2 1.2 118 5C 123 1€3 1C¢2 33
151 -CKLAHC#A CITYy (KlAceessoasosns 34,.¢ 2546 2.7 1€.2 17.9 20 114 1C1 7C 127 15 55
152-TULSAy CKLAvoesessosovccccaccnse 2745 35.1 3.0 13.2 15.3 1.9 91 154 58 1C€3 €7 51
153-CUGENFy OREcoeesosvsccsccccsasne 3C.7 22.3 €.1 11.4 21.7 1.8 1C2 g 117 89 Ss 21¢
154=PCRILANCy ORFa=WASHeosoanasssse 31.6 724.5 1.9 12.4 258 3.8 1CS 97 36 S7 112 101
155-SALEMy CREweecsosasssosssoncnss 34.8 17.8 1¢.9 12.4 22.1 1.9 115 1C 21C S7 S1? 52
156-ALLENTCUN=-cseey PAc~NeJoesossesos 32.7 34.6 9 13.2 16.7 1.8 1c8 13¢ 17 1C4 74 48
157—ALTCGNAy PAsssosesecsssasacssense 33.7 34,8 1.0 13.7 14.8 1.8 112 137 2C 1¢7 &c 45
158-ERTF, Pleccisocsssoscveascscssense 79.3 32.8 1.2 14.5 20.1 2.1 97 12¢ 23 113 E8 57
159-HARRISRURGy Plosccseescssacnses 35.8 29«0 .9 1446 18.6 1.1 119 114 18 114 81 31
160-JOHASTCWNy) PAcecevcsscsccssvonse 2¢.8 37.6 1.8 13.7 16.5 3.6 59 149 34 1C¢7 72 9¢
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Table G-10 — COMPOSITION OF LOCAL GOVERNMENT REVENUE CAPACITY (ESTIMATED AT U.S.-~AVERAGE RATES), FOR METROPOLITAN AREAS:

1966-67 (Cont'd.)

Percent of estimated revenue capacity of
local governments (cross-total equals 100.0)

Ratio of particular—area percentage to U.S.
average percentage for the same revenue sources

SMSA - Property taxation of — Other Charges Utility Property taxation of — Other | Charges Utility
onfarm X and miscel. Nonfarm . and miscel,

i X Business Farm locat sur- ’ X Business Farm local sur-
residential property property taxes general pluses residential property | property taxes general pluses
property revenue property revenue
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Table G-10 — COMPOSITION OF LOCAL GOVERNMENT REVENUE CAPACITY (ESTIMATED AT U.S.—AVERAGE RATES), FOR METROPOLITAN AREAS: 1966-67 (Cont'd.)

Percent of estimated revenue capacity of Ratio of particular—area percentage to U.S.

local governments (cross-total equals 100.0) average percentage for the same revenue sources
SMSA Property taxation of — Other Charges Utility Property taxation of — Other Charges Utility

Nonfarm R and miscel. Nonfarm R and miscel.
i X Business Farm local sut- . . Business Farm local sur-

residential general residential general
property property property taxes revenue pluses property property | property taxes revenue pluses
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Table G-11 — STATE AND LOCAL GOVERNMENT REVENUE AND REVENUE CAPACITY, FOR SELECTED COUNTIES:

196667 (Contd.)

State and local govt. revenue
{excluding Federal aid)

" Revenue capacity, estimated (A} at U.S.—average rates for
various sources and (B) with weighting adjusted to reflect

1966 Per capita Relative to particular—State proportions of yield from various sources
County p(::):r:a- amounts U.S. per capita Per capita, Relative to U.S. averages per capita
(000) Local Local S-L sources S-L sources State sources Local sources
Total Total
sources sources (A) (B) (A) (8} (A) l (B) (A) (B)
241~EAST RATON ROUGEy Llececcesccone 268 394 157 g9 78 422 365 1C7 ico 124 132 8g 68
242~TRERIAy LAceencsscscsvsccanccone he 44C 97 111 48 421 49¢C 1cé 124 146 192 68 57
243-JEFFERSCNy LAceeseccrcccsccnnecs 2R9 402 122 1C1 61 4€6 449 118 113 133 157 103 71
244-LAFAYITTEy LAcceccecasscescanes 1064 533 125 135 62 58¢ €2C 146 157 173 22% 121 f7
245-LAFCURCHEFy LAcoscacssscccncssscnan €5 431 135 1C9 67 4217 463 1ca 117 130 166 86 70
246~CRLFANSy LAceeccesccsccecccncasns 650 471 166 119 83 516 50% 130 128 151 171 111 ge
247-CUACHTITAy L eceecsecocncccosnese 112 34¢ 122 e7 61 387 375 S8 Sé 11¢€ 126 81 [X3]
248~RAPINFS, LA: (l)leesescosnscesan 119
249-ST. BURNARL ) LAeeeascecncscscecscee 46 250 34 £3 47 320 215 a1 €9 78 8e 84 2
250-STe LANCRY, LAcececessescnccncse 64 284 83 12 41 258 314 15 19 98 113 54 47
2491-STe MARYy LAieeessncnnsosnsncas 59 6C4 153 152 76 6C6 €87 153 176 184 252 123 1¢2
252~STe TANFANYy LAcscecacscsacnces 52 252 9C €4 45 2¢€2 2¢1 71 €6 84 9C 59 42
293~TANGIPAHNA, L heeeeovsoasoscnsnne 67 223 5€ 56 28 2€0 251 €6 €3 87 94 4% 33
254~TIURRFPCNNEy LPecesesnsvcceconnes 73 531 13¢ 134 68 525 589 133 149 163 221 103 78
255-VERNCNy LAe (l)aceccescccccenee o9
276=-ANDROSCCGGIN, MAIANFceeocasoccsse 79 309 119 18 59 317 315 80 1] 97 96 €4 &4
257~ARCCSTCCKy MAINE (lleesccesccee 9¥
298~CUMPTRLAND, MAINEcesocvcencccss 194 3813 177 57 88 3i1¢ 370 S4 G4 104 104 83 84
259~KENNEBFCy MAINE (l)ecescecsceaca 91
260-PENCBSCCTy MAINEeeoseecocscncen 126 332 134 84 &7 341 343 8¢ e7 100 10C 13 T4
261-YCRKy VMAINF (l)eccecceccsscecces 1C6
262-ALLFGANYy FMleasecencscosccnncsnse 3¢ 401 193 1C1 96 3r1 381 S6 g6 100 104 92 es
2¢63~ANNF ARUNDELy Mlecocenaceccsees 260 307 122 78 61 341 341 8¢ g6 9C 93 82 19
264=RALTIMOEE ) Mlosessesccosssancens 565 383 203 S7 101 3€9 373 93 S4 87 91 9S S7
265-BALTIFCRE CITY, Mleesoenvoecene g23 484 235 122 117 435 43¢ 110 110 121 125 S99 9¢
266~CARRCLLy Mlesesvososscscscsnccane €3 25C 89 63 44 257 26¢ 15 15 79 81 71 €9
267-CTCTLy PDecocsocnsccoscoanescnn 53 255 89 €5 44 2817 28S 12 15 19 84 67 67
268-FRECERICKy FDoeonssssscecncccasce a2 321 133 &1 66 322 322 81 €1 91 95 71 €9
269~-HARFORDy Mluneessesccsscoscncnss 1c3 2853 106 72 53 3C4 313 17 19 85 9C €9 (234
270-HCWARDy Ml oaeesesseseosescsscnsse 49 408 258 1C3 129 426 424 108 1c7 72 75 142 138
2T1-MONTGIOMERYy Mleosoosevesosacssasn 440 474 246 12C 123 476 467 119 118 112 114 126 121
272=-PRINCE CECRGFSy Mlecosaesoeoesnn H5% 355 17¢ sc 88 3170 367 93 53 87 89 1CC S6
273-WASFINGIUNy Mlesesvoscecosccnne 101 406 186 103 93 3EC 382 9¢ S6 1ce 112 84 e2
274-WICCPICCy Mlesensoeeecscssensacse 34 359 133 S1 6¢€ 3179 375 g6 S5 111 112 81 77
275-BARNSTARLF, PASSs (1)ececocscns a2
276-RFRKSHIRF, MASSe (1)ececescneacs 145
277-BRISTCLy MASSe (l)eseecssscccnse 416
278-FESSFXys MASSe {(l)ecesccccnnscece 61
279-FRANKLINy MASSeeeeevssocacsasnee 57 365 19¢C 92 25 3c2 289 76 13 87 8C Y3 (33
280-HAMPOEN, MASS, (1)eseecccccasss 442

See footnotes at end of table.
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Table G-11 — STATE AND LOCAL GOVERNMENT REVENUE AND REVENUE CAPACITY, FOR SELECTED COUNTIES:

1966-67 (Cont'd.)

State and local govt. revenue
{excluding Federal aid)

Revenue capacity, estimated (A} at U.S.—average rates for
various sources and (B) with weighting adjusted to reflect

1966 Per capita Relative to particular—State proportions of yield from various sources
County pci?:r:& amounts U.S. per capith Per capita, Relative to U.S. averages per capita
{000} Local Local S-L sources S-L sources State sources Local sources
Total Total
sources sources | (A) | (B) w [ ® (A) ) w | ®
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See footnotes at end of table.
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Table G-11 — STATE AND LOCAL GOVERNMENT REVENUE AND REVENUE CAPACITY, FOR SELECTED COUNTIES:

1966-67 (Cont'd.)

State and local govt. revenue

{excluding Federal aid)

Revenue capacity, estimated (A) at U.S.—average rates for
various sources and (B) with weighting adjusted to reflect

1966 Per capita Relative 10 particular—State proportions of yiefd from various sources
County pts):r:a- amounts U.S. per capita Per capita, Relative to U.S. averages per capita
{000) Local Local S-L sources S-L sources State sources Local sources
Total Total
sources sources | (A) | (B) w_ | . (A) (8) (A) (8)
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See footnotes at end of table.
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Table G-11 — STATE AND LOCAL GOVERNMENT REVENUE AND REVENUE CAPACITY, FOR SELECTED COUNTIES:

1966-67 (Cont'd.)

State and local govt. revenue
{exctuding Federal aid)

Revenue capacity, estimated (A) at U.S.—average rates for
various sources and {B) with weighting adjusted to reflect

1966 Per capita Relative to particular—State proportions of yield from various sources
County p(::):r:a- amounts U.S. per capita Per capita, Relative to U.S. averages per capita
(000} Local Local S-L sources S-L sources State sources Local sources
Total Total
sources sources (A) 1 (8) (A} (8) (A} T (B) (A) T (8)
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Table G-11 — STATE AND LOCAL GOVERNMENT REVENUE AND REVENUE CAPACITY, FOR SELECTED COUNTIES:

1966-67 (Cont'd.)

State and local govt. revenue
{excluding Federal aid)

Revenue capacity, estimated (A) at U.S.—average rates for
various sources and {B) with weighting adjusted to reflect

1966 Per capita Relative to particular—State proportions of yield from various sources
County pt:?:r:ar amounts U.S. per capita Per capita, Relative to U.S. averages per capita
(000) Local Local S$-L sources S-L sources State sources Local sources
Total Total
sources sources (A} [ {B) (A)i {B) (A) (B) (A) (B)
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Table G-11 — STATE AND LOCAL GOVERNMENT REVENUE AND REVENUE CAPACITY, FOR SELECTED COUNTIES:

1966-67 (Cont'd.)

State and local govt. revenue
{excluding Federal aid)

Revenue capacity, estimated (A) at U.S.—average rates for
various sources and (B) with weighting adjusted to reflect

1966 Per capita Relative to particular—State proportions of yield from various sources
County p?unla' amounts U.S. per capita Per capita, Relative to U.S. averages per capita
((;80) Local Local S-L sources S-L sources State sources Local sources
Total Total
sources sources (A) l (B) (A) (8} (A) ] (B) (A) (B)

601-HURRYy SeCencscescscsonsenssnns T4 243 €C &1 306 250 261 13 (1) 7S 94 67 39
6C02-LAURENSy SelCos (l)ecesscscnconsce 5%

G6C3-LEXINGTINy SeCenevccccnsccanssnse 72 244 12 &2 3é 2136 233 6C 59 T4 88 46 31
6C4~CRANGFEURG) SeCeacscsescssscnsnas 12 258 97 (23] 4R 256 2€7 65 £7 69 83 61 52
6CH5-PICKERSy Selasenacecacsssccnnsse 52 243 63 63 34 223 25C 56 €3 T4 92 44 a5
H6UE—RICHELAND ) SeCooscnscesnccccscnse 23¢ 121 101 1 50 342 32¢ 8¢ E? 3G 113 14 53
60T~SPARTANMBURGy Selosesvoscnsssacses 173 3123 116 £2 58 255 3C7 15 78 87 107 62 49
6CB-SUMTER)y Selevvtsscsersnosscsencs 17 217 54 55 21 217 216 5 55 71 83 4C 2%
6HLUI-YTRKy Seleceeasvsenccscsccscccnnns £e 28 114 11 51 244 263 62 €6 7C a5 53 48
S10-MINNEEAEA,) Selssssscsssesssossss G2 433 2073 1C9 104 442 445 112 112 131 109 93 116
ELYI-PENRINGTONy Sele {(1)eenonssnses Y

ELZ2-ANDERSCNy TENN c e nsesasesevcsnes &7 26C 10¢ 23 53 JEZ 3€1 97 <1 82 88 11¢C G4
6513-BLOUNT ) TENN s eeosnoscesssssscss &6¢ 22¢C 82 55 41 265 2R T4 13 ¢ 15 78 67
514=~DAVIDSCNy TFMNesesesososncnssse 441 3RQ 191 Ge 95 426 424 1ce 1C7 1C3 114 112 1C1
615~GIBSONy TENNG (1)eeeecoconnonsce a0

L616-HAMILTONy, TFNMNeososeenrosoanssnesa 247 4G8 2C4 1C3 1C2 453 448 114 113 105 117 124 11C
617T-KN(OXy TFNNesesesococsacacssocnnsnse 2712 345 171 ge 85 3ES 262 92 Sl g2 102 g2 g1
618-MADISIINg TENNcewossososvencsnss &4 341 18¢C £e 9C 39 277 91 S5 g1 92 1CC 99
GELG-MONTGUMFRYy TFRN e e eeeccansnsosa &0 215 132 70 66 262 3C2 T4 16 14 82 T4 11
620-RUTHERFLRLy TENNesosoessvassnesse 64 162 & 4R 34 232 233 59 €9 €3 71 54 48
621-SHEELBYy TENNeeooeosoonansosanansas €GP 383 206G s 1G4 403 4GC3 102 1C2 91 100 112 1C4
622=SULLIVANy TiNNoaeoeosasoncaancses 12¢ 33 136 78 68 3ES e 93 sC 91 99 S5 a2
6723-SUMNERy TENNeeueosossaccsnsssone 417 z2le 1¢2 93 21 2137 242 6C &1 56 62 64 EC
624-WASFTINGTICONy TFNNecesoossasscaes 1C 251 102 &4 51 321 32¢ g1 21 15 85 87 1¢
E25-WILSONy TENMceoceeoveoannancosss 33 22C Se hé 48 2€1 262 [-3) €6 64 T 68 €1
626~ARCEER Yy TEXesoosaaovevsccncssesn [ 489G 225 124 112 S1i¢ 541 129 127 152 162 1Cé 112
62T-BFELLy TFiXeososseaososoncocsonnsns 115 183 7 46 38 2138 226 £C 57 7€ 65 45 45
628~BFXARy TEXeesesoasoesevocssonsces 795 265 14C &7 70 311 227 19 73 ag 76 66 g8
6729-BCWIE)y TFXveooosseoesecscsnassnns €6 2273 3E 5é 42 346G 333 88 g4 96 85 78 84
630-BRAZOPTAy TFXesseoosssssaancsance G4 41C 24¢ 1C4 124 477 465 121 117 109 99 122 135
E31-PRAZ0Sy TEXe (1)eeoesasecacssss 51

E12-CANERCN ) ThEXeaeoeeseonsevcsacsasne 151 229 13C 58 65 287 2€1 &5 &6 7C 61 &C 71
£33-CrLLINy TEXaneosacosesasasanasns 573 247 147 €2 13 323 223 g2 €2 7C 61 93 101
634-CALLAS) TFXeeoonsnsovnsssasannse 143160 39¢C z02 ca 100 474 465 12C 117 134 115 1Cé 119
635-DENTONyY TFXueoeocosnscsscosencese 67 223 113 s 57 304 312 17 1S T& 66 78 91
636~FCTCRy TEXesooonosacsnonosonans 93 5G9 246 1217 123 504 548 127 128 156 159 S9 115
63T=FLLISy TFXeeesoovseocsanssosscnss 45 21C 9p 53 49 2€7 257 &2 £5 8C 69 b 61
638-EL PASDy TiXeeeesanssssssccasese 346 241 123 &1 61 26C 2813 13 71 85 T2 €2 71
619-FCRT “EXNDy TEXeosossnsssasesanss 43 27¢€ 151 1C 1% 263 285 T4 12 82 17 66 €8
640~GALVESTONy TEXeevooeoocanancnseaes 160 263 239 92 119 42¢C 447 1C¢é 112 ge 76 124 14¢

See footnotes at end of table.



'8/qe} Jo pua 1e Sa)0U100/ 538

48 Z31 L8 6L 8 16 6€€ 6% Gb &8 43¢ 16¢ Loy sresceseeneenet(e) *yA ‘Xvd¥Ivd-0a9
3 . SEEELC) WA SALLD HDENHDY S1IVI-6L9
85 (X3 39 LS €9 53 L 24 952 14 gL EO1 322 211 SesseceseresreoyA f2T414521534D-849
A LL 66 98 L8 13 6€€ 22¢ 36 45 E51 plE 336 CPlE) CUA CALID ANVIAVSIHDI-LLY
oL 3L 81T L 20D} 76 16 (02 13¢ 43 15 591 29t wo seecsetrtL) YA 41T .ddWVI-9L9
(A8 EET 8yl 43 S U eel z1s &Zs S0l zZ1 112 vey  Léz eeceerec(T) VA CNILONITUV-SLY
Ix4 ceeesteret{T) WA f1SUIHAV-YLO9
2 YA CALLD VIVINVXATV-E£L3
43 . (1) *LA *NITNSLLIHD-CLY
cL 58 ¢t 86 15 15 193¢ 03¢ k23 8BS gl B3¢ €2l o soeesccte YL fudyIM-TLY
3 7L Z8 1L 2L €L Y82 L3z 29 9L cel 10¢ Lel seesssesterecer st UYL fHVIN-0L9
Ls 66 121 60T ¥31 1 a1y Oty 96 1 18t 094 Wy Soeteses ettt VLY fIAVT LIVS-629
6% (43 Sl €9 LI 89 692 63¢ 9g £ [A R ble L3 * ceeteHY LN 4S1IAVI-899
£8 €L S0l 11 %5 £5 £ELE oLe g EL 891 L 4% 9¢1 - Tt x3l VLII4DIM-L29
LS 19 SL 658 99 3t 193¢ Lee IY 4 6 qie 9l ¢ ettt eX3l fg3M-999
(X% * T) °XaL *VINOLDIA-599
811 06 6L 26 65 15 16t 13¢ 111 63 gee 16¢ [ 474 * Sretexdl fSIAVNI-b29
oL L9 18 6 QL 28 558¢ 382 85 £33 311 il 7l * cexdL ANFdY9 WIL-£99
9L 89 €01 1t 63 5 £qt S5t 29 YL 621 €52 eul Seessecccscctesev Xl *UGTIAVLI-Z9I9
656 68 ¢ol 611 0o1 402} 8¢ 454 68 G2 121 Leg 155 ceoRescccec s vesXil fluvyHvVLI-T199
68 18 €01l 111 95 35 8LE 13¢ 89 LL LET y0g 76 ¢ eerceteXidl *HLIANS-059
28 sL 69 7 A qL SL 562 Lse £9 07 [RA 5¢¢ us M X3l *3121dLvd NVS-649
s9 59 1s LG 84 19 iec £y (24 EE Iy J¢1 (49 . CeCtrXIL TTIVINVY-8GY
111 95 811 9¢1 S1t 311 a8y b5y Zel 11 392 (34 121 * ettt XAL *43110d4-149
1% 18 9L Le €3 (2] JEE [43 13 141 £91 98¢ v Seeessc st etexXAl f2ONVYO-9G9
SIT B6 y01 011 o1l v01 hey o1y €01 G5 LO¢ Lit 9t ceSevsecesecesssererXdl *S3DINN-GSY
y8 LL J8 €8 28 28 [ X49 Lig 58 9L VA1 10¢€ 1% cSestesesscece v eIl CAUAANIDLINIAN-YEY
L1 Je1 JLe 6€2 832 381 €28 621 [A¢ €1 20¢ SH9 L9 * ceetesescct 3L SONVIAIN-£69
€L 59 o8 86 LL 23 %J¢e k743 €9 67 321 Lsc 561 . SUCXIL CHVNNITIWN-ZHS
28 1L 8 001 €3 98 174 bEE 1 2L [ £He 061 . et eXHl fM2034NT-16Y
LL 99 311 STl 95 25 18¢ 85¢ (2} a8 641 5¢ € i€ b e* *eCx4l *ALMIFITN-069
L3 29 Y9 L 57 39 34 oLe (4 LYy 73 881 1¢ et SereXAL PNVA4NUA-6%9
13 LL 88 96 18 98 | §4% 1141 LS Q9 511 862 e TeeeSEcet st ee XL CSANIM-GHY
1L 29 1L £8 1L €L [4: X4 63¢ 29 09 0Z1 3ee o Feetcctc st eecreteXAl SNISNHIM-LY9
61 Lel a6 301 321 [ ¥4] 104 38y %11 85 32¢ 38¢ i ceeesscceneere XL *NISHAA4Ir-9Y9
16 Gh .34 29 1 49 7S 312 [4 ¥4 6% 143 311 4 ¥4 702 A ***%X31 ¢D9TVALH~-GH9
0¢el AN 221 T1€1 (A 721 6% 35% €6 Ls #81 (4333 CEGET == St Xal *SIEMVH-H%9
L9 LS 29 89 %3 £ 14 6492 €S 4% L01 La¢ 143 ce *X4L *3d4NIVUVND-£H9
4 c8 [ XA 2el L1 Lot L 244 €zy 76 36 681 s8¢ L 25 bl cTecexdl *99389-2%9
o8 el 28 143 33 4] 91¢c 92¢ L9 L3 yET y9¢ [ b *eexIL NISAVES-1H9
(8) (v @ [ W () () (a) (v} soounos [ somos |
$324N0S 2207 $324N0S 3)LIS $304N0s - Jr— 12207 L {e007] {000}
e11deo Jad sabesane 'S’ 01 aAnejay ‘eyide sayg eydes sad 'g'n Siunowe .mﬂmﬂa Aunop
S304N0S SNOLIBA WO} PJalA Jo suoniodoad sleig—isejnanJed 01 sAneaY eudes Jag 9961
109421 03 parsnipe BunnyBlam Yum (g) pue sadinos snoLea (pte jesapay Buipn)oxa)
104 sayes abeiane—'gN 1. (y) pazewnsa ‘Auoseded anuaaay anuanal "1A06 |e20) pue ale1g

('P3u0)) £9-9961 :SILLNNOD Q3133713S HOS ‘ALIOVAVI INNIAIY ANV INNIAIH LNIWNHIAOD V20T GNV 3LVIS — LI-D 2jqes

168



691

Table G-11 — STATE AND LOCAL GOVERNMENT REVENUE AND REVENUE CAPACITY, FOR SELECTED COUNTIES: 1966-67 (Contd.)

State and local govt. revenue Revenue capacity, estimated (A) at U.S.—average rates for
(excluding Federal aid) various sources and (B) with weighting adjusted to reflect
1966 Per capita Relative to particular—State proportions of yield from various sources
County po!)ula— amounts U.S. per capita Per capita, Relative to U.S. averages per capita
(ggg) Total Local Total Local §-L sources S-L sources State sources Local sources
sources sources (A) (8) (A) (8) (A) (B} (A) (8)
6U1-FAIRFAX CITYy VA. {2)acncesasaa ¢
6EF2-HAMPTCN CITY, VA: (2)aeascenasne w
61 3-HANCVFRy VAiasensossescsasssscse 34 291 63 74 31 3£C 345 91 €8 111 124 72 54
GEG=HENRICT y VAL (3)ecacessccnseses 361 4573 192 114 S6 484 494 122 124 127 140 117 108
685=LOULCCUN, VAsseevsescasssencsncns 34 253 i37 &g £ 8 353 362 89 Sg 102 116 1¢ a2
6R6=LYNCEILRG CITYy Vie (2)ecesesss G
GET-NEWPORT NFRWS CTITYy VAL (2)ueaes M
6EB8-NCRFOLK CITYy Vie (2)enssscnses C
EEG-PTITISYLVAATSy V2, (1)eeesvasnes c
6SC~PCRTSKHILTH CITYy VAe (2)esonens i
O091=-PRINCF LTILLIAN, VAscesaaoconnes g3 <56 11# 65 59 254 254 64 &4 67 74 62 54
6S2-RICHMUNG CITYy VA: [2)eeccenses ¢
6G3-RCANOKEy VAL (3)ecccccvccsccsns 178 378 158 55 15 3E7 396 9t 100 107 118 89 82
694~RCANCKE CITYy, YAs (Z)seesssccss G
695=NVIRGINTIA BEACH CITY,y Vdevesoonn 13% 222 ¢ 5 45 243 244 €4 €2 && 72z el 52
5G6-YORKy VA: (2)eececcasccscacsasns 271 3032 132 1€ 66 3C8 312 1€ 78 82 93 T4 66
6ST-BENTONy WASHFeoeaoasnveesesscnces &4 446 zZ1¢ 113 105 486 448 123 113 100 119 145 1C7
6G58-CLARKy WASHeseoosessnsscsscccss 11c 403 177 1Cc2 a8 441 417 111 1C5 9¢C 114 132 97
699-COnWLITZy WASHecoeseesesscsssesns 63 579 216 146 137 €11 €l4a 154 155 11¢ 152 191 158
TO00=-GRAYS HARZCRy WASFaeaesessasasse 56 452 182 114 91 463 487 125 123 104 135 145 111
TC1-KIMGy ®ASHeessessesssseesssssae 14025 604 23¢ 152 117 586 582 148 147 139 185 157 11C
TC2-KITSAP, WASHeeeoesoonasscscnsee 92 319 99 8C 49 327 32¢ 83 82 a5 111 8C 55
TC3~PIEPCFy WASHeweeosesssnasoescsne 362 434 16¢ 11C 82 4z2 425 1C7 1c7 101 135 112 8cC
TO4—SNCHFOYTSHy VASHeoeesesoeeoscsccesnse 209 41¢€ 171 1C6 2] 414 4C5 165 1C2 93 124 11¢ 81
TC5-SPOKANFE; WASHeeeaasassscessenes 26¢ 447 140 113 70 412 431 1C4 1Cs 113 154 95 &5
TC6~THURSTCAy WASHeseaseeseanssansse [3) 4C1 132 icl 66 363 4% 95 1C2 10C 135 g8 ¢
TOT=WHEATCCNMy hASHeosonessscsssensnns 76 41¢ 144 1¢5 T2 362 4C7 59 1C3 10C 137 99 &9
TOB-YAKTMA,y WASheassevecssoscanaasne 151 372 113 G4 56 353 372 a8s G4 97 131 82 58
TCI-BROCKE Yy WeVAdesonooaossnoscsonns 2% 282 110 71 55 262 214 74 €9 73 8g 14 %C
T10~CABELLy WeVAuusesaososasnssonsans 1Cs 405 133 1c2 6¢ 353 405 9% 1C2 109 14C 9C 66
TLLI-FAYFTTE; WeVAsosassssssancnsnss 5¢ 211 €3 53 31 2CS z2C9 53 3 53 16 432 3C
T12-HANCUOCKy WeVAciesaoososasscosssess 4G 414 143 1¢S5 71 5138 487 136 123 116 14C 15¢ 1C7
TLI-HARRISOAN) WoVAuceoesansssssssacs 16 315 87 8c 43 338 338 86 ES 95 119 16 53
TLA-KANAWHA, WeVAcessoossossscossaccns 241 382 13 S7 €S 372 37C 94 S4 10¢C 125 27 €3
T15-LCGANy weVAieoensooscssennccsnnscse 53 209 53 53 27 228 217 S8 55 12 8¢ 44 3¢
T1I6MCOCHILLy heVAueosnsosncnssnnne 35 205 77 s2 38 165 182 49 46 62 66 EY 217
T1T-MARICA Yy WeVAecasasesssnssascosne [533] 312 1132 79 56 34Q 34C 86 26 38 103 84 1C
T18-MPAREHALLy Y%WoVAsessossnssssecssnsne 37 281 107 71 53 297 2717 15 ic 717 qC 72 51
T1G-FERCER ) WeVlessooassonossensses A 293 9c T4 45 276 281 7C 13 81 105 59 41
T20-MONCNGALTA) WeVAeeeoosnsossanns 56 L 112 18 56 32 312 7¢ 19 81 101 72 57

See footnotes at end of table.
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Table G-11 — STATE AND LOCAL GOVERNMENT REVENUE AND REVENUE CAPACITY, FOR SELECTED COUNTIES:

1966-67 (Cont'd.)

State and local govt. revenue Revenue capacity, estimated (A) at U.S.~average rates for
{excluding Federal aid) various sources and {B) with weighting adjusted to reflect
1966 Per capita Relative to particular—State proportions of yield from various sources
County pl:::;ui& amounts U.S. per capita Per capita, Relative to U.S. averages per capita
(000) Local Local S-L sources S-L sources State sources Local sources
Total Total
sources sources | (A) | (8) w | ® w [ ® w [ e
721-0FICy WeVAiceoosososnosessconcans i3 473 156 12¢C 79 423 455 1c7 115 123 162 92 ]
T22-RALETIGH, WeVAcesaonsacssnsonans T2 247 71 63 35 234 242 59 €1 T4 91 44 32
T23-WAYNE, beVAeseosososasssosnvesns 33 17¢ ] 44 37 1i9 1€8 45 42 45 53 4¢ 32
T24-wC0Cly WeVAeceosevecoosanscssonscns a1 377 144 S5 71 3g1 35C Sé S8 34 12¢ 98 17
T25-BROEN, WlSceeavosvosonsscansnesns 137 409 15¢ 1C3 78 353 351 89 &89 96 112 82 €6
T26-DANEy WIlCeeeeaooosasscosacscnce 265 460 192 116 g¢ 4C3 366 1c2 1C0O 103 119 101 ez
727-DCOGFy ¥1Seeenceccnsscccsconncs &5 333 13¢ €4 &9 52 362 8% 52 73 86 1C5 96
T28~DCUCLASy hISecenccscscocnsvones 43 375 147 S5 73 338 33C a5 83 84 10C 86 &7
729-FAU CLAIRF, ¥lSesaernscncnssnasae s 461 16¢ 117 83 425 421 167 1C6 111 131 1C4 g3
T30-FCNL DU LAC, WlSececncossconnse fe 425 18C 1¢7 3c 34 21¢ 82 El 93 1ce 71 54
T31-JEFFERSCNy kIS.iaceecsncscansnss 549 416 163 1CH Gé 34C 331 86 E4 82 99 83 &9
T32-KENCSHPy ¥TZeeuesssraseacesvcnnse 114 425 181 1C7 gC 353 3€2 89 S1 88 108 9cC 5
T33-LACROSSFys WlSueeesosesnccocnena 17 3194 135 1CC 67 3¢2 2&C 91 c1 98 115 85 (=35
734-MANITOWICy kIS ceeaecccencccnane 19 4C4 182 1C2 51 342 335 8¢ E5 79 g8 93 72
735-MARATP(Ny WISecavencacconcoances G2 356 133 s 66 333 332 846 24 84 10C 84 €8
T36~MILWAUKEEy ¥ISeeccnvocccseccosne 1,041 STE 262 145 131 454 456 115 115 11¢C 139 119 92
737-CUTAGANMIE, WISe (1)eececccncnse &
T38-CZAUKFFy; %1Seeeescccecsscscnascse 45 157 177 1CcC e 3&0 34 96 97 78 97 113 97
T39-RACINFy WISeeeeeeoessanccsncanne 157 439 17¢ 111 88 372 81 94 ce 94 116 94 76
T40~-RCCKy WiSe (1)liececconasscnsnses C
T41-SHEPGYGAN,y %ISe (1)eccacacsnnaa [#
T42~WALRCRTE, WIS: (1)escevcescccse [&
T43-WASFINGICNy WISeaoeossossconnas 54 433 177 1¢C ae 3¢€6 36C g2 S1 gé 114 89 (3]
T44~WAUKESHA, WlSeieescacesesonsnses 164 385 1e2 37 21 3¢7 166 513 s2 85 99 1C1 g6
T45-WINRFPAGDy $ISceescncccsssassease 11# 437 148 11¢ T4 365 EET: 10C 1C1 104 12¢ 9¢é T4
T46-WCOEy hlSeesannacccascsssscnnss 64 418 15¢ 1C6 18 3¢l 2&2 GE g2 97 116 SS 68
T4T-LARAFTEY hYseeoesasssacccocssses 60 397 175 1C1 87 459 480 11¢ 121 128 134 103 1¢9

1
Data not available; see text.

Combined with another area for presentation; see footnote 3.

Includes data for two or more areas.

Arlington County, Virginia: includes Alexandria City;
Campbell County, Virginia: includes Lynchburg City;
Chesapeake City, Virginia: includes Norfolk and Portsmouth Cities;
Fairfax County, Virginia: includes Falls Church and Fairfax Cities;
Henrico County, Virginia: includes Richmond City;
Roanoke County, Virginia: includes Roanoke City;
4 York County, Virginia: includes Hampton and Newport News Cities,
Because of the unique nature of the District of Columbia, certain items called for by the tabulation are not relevant to it.

Such combinations are as follows:
Fulton County, Georgia: includes DeKalb County;
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Table G-12 — RELATIVE REVENUE EFFORT (ACTUAL REVENUE AS PERCENT OF REVENUE CAPACITY), FOR SELECTED COUNTIES:

1966-67 (Cont'd.)

County

With capacity estimated
at U.S,—average rates
for various sources

With weighting for estimates of revenue capacity adjusted to refiect
particular —State proportions of yield from various sources

State and

Local governments only

State and Local (ocal All local Local Local non- Changes and -
focal governments oca revenue property property miscel. general Utility
government only governments sources tax taxes revenue surpluses

41-WASFINGTON, ARKesecossescsnseae 973 15 89 a9 120 10 99 17
42-ALAFECAy CAlsccesessacesesccese 104 111 105 1¢5 111 ¢ 103 29
43-BUTTEy CALswsccsosencssssscnesns 1086 120 1CS 111 121 Q4 91 96
44-CCONTRA COSTAy CAleeeevsecscnsnasne 117 132 11¢ 123 128 94 11e a7
45-FRESNOy CAlLcececovsanvccssansoe 114 129 113 119 131 1¢c0 98 135
46—HUMPCLEDTy CALecceccccnesonssans 121 143 122 13¢ 158 1C7 95 Q4
4T7-TMPERTALy CALe (1leneescncesnnsnse

48-KFERNy CALeevococsecscsesasccccesns 104 122 1C8 109 113 S7 103 53
49-KINGSy CAleecesesconscoscecscsscs 117 139 11¢ 127 158 83 8¢ 222
“0=LCS ANGFLFESy CALsevescoceasaaces 1¢2 108 1¢2 1CC S8 117 9% 1C3
51-MARINy CAlcescecsscocnvoscsccncnes 106 111 1C7 1¢7 11C a5 10¢ 156
H2-MENLNCINGy CAlLccoscenveoscsssane 94 91 9C g1 18 1CC ge 15
53-MFRCFy CAlesosccecscssesonsnsese 129 156 13¢C 14¢ 178 e3 11¢ 229
54—MONTFPREYy Cllecescovcvossessanaan 16 1¢S5 1C1 e7 95 8é 11¢C 1C4
S5=NAPL; CAlLeescssesocssavecsscnsnsns 99 102 SS S4 S3 93 92 166
S6=0RANGEy CAleeecccssccosncescnnesne 102 107 1C2 1C0O 1c2 91 98 80
S5T-PLACERy CAlececesscasscscoscscces 123 142 118 128 SS 275 167 14}
SB-RIVERSIUE, CAlecocesocssescsses 191 1c6 1CC 98 Sé 97 119 53
539~SACRAMENTG,y CAlececeasveocscscncesn 107 115 1C1 109 119 84 102 84
60-SAN BERMARCINCy CAlLeewnsasovosce 113 128 113 12¢C 128 101 101 158
61-GAN DIFGOy CALecessscvesscccnns 1Ca 110 1C% 1¢5 1C6 92 108 96
62-SAN FRANCISCCy CALe (1)econcees

63—SAN JOAQUINy CAleeccvcscscvoncen 1C4 1c8 1C4 1C4 127 93 83 160
E4-SAN LUTS CBISPCy CALeeecsscccne 121 144 127 135 157 121 78 249
65-SAN MATIOy CAlecececsesceccncons 1C0 1C4 g9 Sé 91 91 117 &2
66=SANTA PARPARA, CAlLeeeccesasesans 161 166 1¢2 SS 1C2 83 99 96
6T7-SANTA CLARA; CALcecsacssencneen 119 118 ice 111 113 91 105 160
68-SAMTA CRUZy CALeveasoccsccsncas 108 117 1Ce 1Cs 1C9 39 113 142
9=SHFASTAy CAlavassecscccsscsncoce 1356 1¢8 133 154 129 288 18¢ S7
TJO=-SCLANCy .CAlcevesvovossscasncaas Lo6 116 1¢s 113 12C 78 106 217
T1-SCNCMAy CALececovcacssccsncenns 109 119 11cC 114 118 91 111 114
T2-STANISLAUSy CAleveccencscsnsces 126 152 124 141 136 81 161 213
T73-TULARFy CAlLesccccccvosccsscsncs 119 137 11§ 129 143 52 116 80
T4-VENTUPA, CAleseevescsesccccncnes 113 131 11¢ 123 135 88 101 84
T75-YCLCy CAlLeccsveosoccascencscnnee 105 112 1C4 1C4 109 1c0 82 3¢5
T6=ADANMS, CllLeecessnvessnossscnssscs 109 116 1Cs 111 120 25 115 72
T7-ARAPAFCEy Cllecescsssssccccnsss 125 145 122 136 151 12¢ 123 217
7¢-BCULDFPy Cllecscssovccssonsnonse 111 11 1Cs 110 103 114 112 224
T9-DENVERy Cll eencscsccesccscccnase 1C3 1c7? 1C4 1C1 £8 194 9 2C1
FO=FEL PASTy Cllessesoscacscscsccnas 0% 113 1C7 1C6 117 34 111 7

See footnotes at end of table.
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Table G-12 — RELATIVE REVENUE EFFORT (ACTUAL REVENUE AS PERCENT OF REVENUE CAPACITY), FOR SELECTED COUNTIES:

1966-67 (Cont'd.)

With capacity estimated
at U.S.—average rates
for various sources

With weighting for estimates of revenue capacity adjusted to reflect
particular—State proportions of yield from various sources

Local governments only

County State and Locat State and All local Local Local non- Changes and Utili
locat governments local revenue property property miscel. general Hlity
governments surpluses
government only Sources tax taxes revenue

L21-PIBVy Glaceescsesccsansanancsncena 101 85 S5 1cce 118 £5 96 88
122-CHATHAM, CAeesesccscnscscsavesnae g% c2 98 S8 123 46 82 150
123-CHATTARECOCHEE, CAe (l)esseannss

124~CLARKTy GA. (1)eeenccsesassnosne

125~CLAYTOCNy) GAeeeeosvonasssnsavnsne 5¢C 78 $5 51 123 25 8¢ 0
26=CCPPy GAsvessvscssasansssancnsse 31 79 G2 ag a0 29 121 85
127-DF KBALRy GAe (2)accovcscsanvens

128=-DCUCHERTYy CAecocsesacsscsvusne 1¢0 55 GE G5 124 2¢ 100 g8
129-FLCYDy GAevoocossccssscososscnas 101 Se 1CcC 1C3 115 48 111 €8
130-FULTONy GAs (3)ececcecncsnssnnse 98 93 100 102 123 46 100 103
131-GLYANN, GAs (lleveveccecnasnannses

132-GWINNETTy Glesevecssncnsssnonsnse 117 128 111 125 165 15 106 a5
133-HALLy GAecesocssascossossncnane SE 85 Sé S4 90 33 112 123
134-HCUSTCNy GAeuennsesevssccsccnnses I £0 52 €5 113 &C 83 52
135-LOWNDFSy GAw (l)esessccnsasnsss

136-MUSCCGEFy GAeeoosescocsccnansense ER S0 SF Sq 1Cc1 72 112 59
13T7-RICEMONG ) Gleevescacsnocnveccnss 98 S0 GE S3 121 33 83 304
138-~WALKFRy GAseceevascsscsccnnsens 94 79 G3 87 127 13 77 39
139-WHITFIFLD,y GCAecessesonssasssssses il1¢ 115 1C3 1Cs 142 32 122 92
140-HAWAITy HAWAIlceonoceaneossvosnae 113 €1 12¢ 111 78 158 158 124
141-HCNCLULUy HOWATIlueeoenovosonnen 122 12 125 128 137 118 113 130
142-A0A, IDAHC s eesssesacssccovsancsse 112 1C1 114 127 129 104 122 182
143-BCNKNEVILLEy IDAKECseesosvccecnns 110 eg 1C8 1C2 G2 1C4 T4 166
144-CANYONy ICAEC . esensssccssscsnse 110 94 111 117 1C1 10C 151 234
145~ACANSy Illeeeeswocscocccesncens 86 GR R4 t4 96 3cC 78 87
146-BCCNEy ILlseceevsocsccncancosenonns 22 79 71 €1 70 12 106 1C2
16T-CHANMPAIONY TLicoceconceveccncans ee ice a3 R2 79 48 115 87
148~CCCKy Tlleeveosvossosscncncennna a2 Q1 83 £3 ee T4 72 85
149-DE KALP, Jlleeecccscssnsosasccans 92 1c9 S1 S5 99 48 93 154
150-DU PAGFy TLLesecvecasesscoscnnan 9GS 111 g2 91 102 54 102 84
151-HFENRYy Tllceesecsvscscvvncsnnnnse Q2 1C1 84 €3 78 47 134 58
192-JACKSONy IlLe (1)eseceovacsnasne

153~-KANFy IllLecocavecccnsoscoccnoncens "G 1C3 £ G2 G9 45 85 146
154~KANKAKEEy Tlleecoeosvecnssccnens 89 11 8¢ 27 1CC 28 102 €1
155=KNCXy Illeeocescvcassccocensoane 29 1C5 8& s2 S5 57 9C 154
156=LAKEy IlLlsecesceeccscocscncscnss 27 a9 8¢ 86 S0 5¢ 9C 91
1597-LA SALLEy Thlessesccescocacsnnsne 37 S0 g1 117 17 39 115 80
15P=-MCHENRY, TLLesesacsescncnsancee oC 1C3 87 29 92 50 97 Lk ]
1959-MCLEANy TlLLceescoavenevasscncane 9% 114 ScC Sé 113 33 98 28
160-FACTNy TLLseacsccccscovsosasansses ce a8 ec 17 &0 36 9C 139

See footnotes at end of table.
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Table G-12 — RELATIVE REVENUE EFFORT (ACTUAL REVENUE AS PERCENT OF REVENUE CAPACITY), FOR SELECTED COUNTIES:

1966-67 (Cont'd.)

With capacity estimated
at U.S.—average rates
for various sources

With weighting for estimates of revenue capacity adjusted to reflect
particular—State proportions of yield from various sources

Local governments only

County State and Local Ste;te a:nd All local Local Local non- Changes and Utilit
local governments gove?:;ents revenue property property miscel. general surpl;sis
government only sources tax taxes revenue
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See footnotes at end of table.
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Table G-12 — RELATIVE REVENUE EFFORT (ACTUAL REVENUE AS PERCENT OF REVENUE CAPACITY), FOR SELECTED COUNTIES:

1966-67 (Cont'd.)

County

With capacity estimated
at U.S.—average rates
for various sources

With weighting for estimates of revenue capacity adjusted to reflect
particular—State proportions of yield from various sources

State and

Local governments only

State and Local local All local Local Local non- Changes and Utility
focal governments revenue property property miscel. general
governments surpluses
government only sources tax taxes revenue
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Table G-12 — RELATIVE REVENUE EFFORT (ACTUAL REVENUE AS PERCENT OF REVENUE CAPACITY), FOR SELECTED COUNTIES:

1966-67 (Cont'd.)

County

With capacity estimated
at U.5.—average rates
for various sources

With weighting for estimates of revenue capacity adjusted to reflect
particular—State proportions of yield from various sources

State and

Local governments only

State and Local tocal All local Local Local non- Changes and Utility
local governments revenue property property miscel. general
governments surpluses
government only sQurces tax taxes revenue
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Table G-12 — RELATIVE REVENUE EFFORT (ACTUAL REVENUE AS PERCENT OF REVENUE CAPACITY), FOR SELECTED COUNTIES:

1966-67 (Cont'd.)

With capacity estimated
at U).5.—average rates
for various sources

With weighting for estimates of revenue capacity adjusted to reflect
particular—State proportions of yield from various sources

State and

Local governments only

State and Local tocal All local Local Local non- Changes and Utility
local governments governments revenue property property miscel. general surpluses
government only sources tax taxes revenue
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Table G-12 ~ RELATIVE REVENUE EFFORT {ACTUAL REVENUE AS PERCENT OF REVENUE CAPACITY), FOR SELECTED COUNTIES:

1966-67 (Cont'd.)

With capaeity estimated
at U.S.—average rates
for various sources

With weighting for estimates of revenue capacity adjusted to reflect
particular—State proportions of yield from various sources

Local governments only
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Table G-12 — RELATIVE REVENUE EFFORT (ACTUAL REVENUE AS PERCENT OF REVENUE CAPACITY), FOR SELECTED COUNTIES:

1966-67 (Cont'd.)

With capacity estimated
at U.S.—average rates
for various sources

With weighting for estimates of revenue capacity adjusted to reflect
particular—State proportions of yield from various sources

Local governments only

State and Local St?:)iaalnd All local Local Local non- Changes and Utility
local governments revenue property property miscel. general
governments surpluses
government only sources tax taxes revenue
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Table G-12 — RELATIVE REVENUE EFFORT (ACTUAL REVENUE AS PERCENT OF REVENUE CAPACITY), FOR SELECTED COUNTIES:

1966-67 (Cont'd.}

With capacity estimated
at U.S.—average rates
for various sources

With weighting for estimates of revenue capacity adjusted to reflect
particular—State proportions of yield from various sources
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Local governments only
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Table G-12 — RELATIVE REVENUE EFFORT (ACTUAL REVENUE AS-PERCENT OF REVENUE CAPACITY), FOR SELECTED COUNTIES:

1966-67 (Cont'd.)

County

With capacity estimated
at U.S.—average rates
for various sources

With weighting for estimates of revenue capacity adjusted to reflect
particular—State proportions of yield from various sources

State and

Local governments only

State and Local local All focal Local Local non- (;hanges and Utility
tocal governmerits revenue property property miscel. general surpluses
government only governments sources tax taxes fevenue

T21-CEICy) heVAceeneansssasncnsannns 112 fE 104 114 126 €5 17 51
T22-RALET Sty FaVAueanaoasessessscens 1Ce “C 1C2 11 14C 37 116 49
IZ23=WAYRE ) YeVAsuussaseancenccosennsna G o icH 113 139 1 1ie 53
Te4-wl0hy ¥ VA uaueaeonanonossnnosne G i3 S $3 £4 55 114 £5
T25=BROWN,y LS s eeeesscssssccannsess 11s C4 117 1ig i1é 14 132 SQ
T76-DANEy %l1Ceansnsvecsaancsoncanssns 114 55 ite 117 111 1€2 14C 73
I12T-CCCCFy vISeaessescccncnsssncsne GL [ S7 1t &6 115 175 50
T20-DCULLASy BT feeesesnsanccnsanscsnse il £h 114 1i¢ 1e¢2 248 108 0
T29=UAU CLATRE Yy WlSeaesoasescassssas 10¥¢ v C 11¢ 1CC GE 112 117 11
T30-FCNL TU LACy “I1Seeenvenassnsene 141 126 122 1£6 178 ge 13C 345
TIL-JFFFERSONY kISeensavaveansossas e 1c7 12% 139 153 128 113 58
T52-KENCSHEA) Wl eeeeeanaccascsssacnes 121 1CC 117 12¢ 122 91 121 21
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T395~FARATHEN ) ¥ISiceaecomsveasnnens 1ce s 1CF S S9 136 95 12
T36-VILWAUKEEy %I1Seaeeaccaccanssenn 127 109 12¢ 142 153 117 108 221
T3T-CUTAGAMTE, %1% (1)eesosenccnnsne

T33-CZALKEY ) Wl eeasesonesccosnnnsne 155 18 1C32 51 £g 27 101 130
T39-RACINT,) ¥15 seavessesoscssasoscosa (o G3 11% 114 113 95 121 G5
T4C-ROCKy #I1Se (lleseessssncsscncnca
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1Data not available; see text,

Combined with another area for presentation; see footnote 3.

Includes data for two or more areas.

Fulton County, Georgia: includes DeKalb County;
Arlington County, Virginia: includes Alexandria City;
Campbell County, Virginia: includes Lynchburg City;

Chesapeake City, Virginia: includes Norfolk and Portsmouth Cities;
Fairfax County, Virginia: includes Falls Church and Fairfax Cities;
Henrico County, Virginia: includes Richmond City;
Roanoke County, Virginia: includes Roanoke City;

4 York County, Virginia: includes Hampton and Newport New Cities,
Because of the unique nature of the District of Columbia, certain items called for by

Such combinations are as follows:

the tabulation are not relevant to it.
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Table G-13 — COMPOSITION OF LOCAL GOVERNMENT REVENUE CAPACITY (ESTIMATED AT U.S.—AVERAGE RATES), FOR SELECTED COUNTIES: 196667 (Cont'd.}

Percent of estimated revenue capacity of
local governments (cross-total equals 100.0)

Ratio of particular—area percentage to U.S.
average percentage for the same revenue sources

Property taxation of —

County other | CM%S | sitity Property taxation of — Other | CM9S | ity
Nonfarm . and miscel, Nonfarm . and miscel.

y N Business Farm local sur- _ ) Business Farm local sur-
residential property property taxes general pluses residential property | property 1axes general pluses
property revenue property revenue
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23C~HAREINy XYe [1l)osesoccscsssnacas

231-HENMDERSINY KYeeasoosasosasnscace 2Te4 25.1 7.C Se€ 15.8 15.2 51 S5 134 15 6S 411
232+~JEFFERSCNy KYooasoonsoanssonacs 28.7 26,48 9 13.96 2345 2.1 S9 118 18 1C9 103 56
233-KFNTONy KYaoeeonoossvesosvannaeas 437 279 9 13.4 16.2 2.8 145 SC 17 1C4 71 1€
234-FCCRACKEN,y, KYusuweosesenossascenas 25.1 25.C 2.6 1446 16,1 12.7 g3 114 5C 114 71 343
235-PIKFy KYoeoeoososoasosassansosanse 25.1 ARG 567 174 12.7 «3 g3 153 109 136 56 1
236-WARRENY KYeonovoooosnsenossvssonse 23,5 1645 7.1 1Ce5 32.3 FeB 78 &€ 135 B2 142 266
237-ACACTAy L2: (1)eseesccsssnsassean

P?3B-BCSSTFRy LAcucosasesvonnersssens 2G4 23e8 £eS 14.5 24.1 2.8 97 33 106 113 1Cé 75
239-CADCN, LAcssencssccssensacnassssn 259 FELO 3.0 14.5% 18.1 Z2e1 26 142 57 117 79 56
24C-CALCASIFUy LAcececsossvansvonsves 1.0 43,0 Z2at 1Ce2 2€.C o4 6C 17¢C 4€ 80 114 1C

See footnotes at end of table.
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Table G-13 — COMPOSITION OF LOCAL GOVERNMENT REVENUE CAPACITY (ESTIMATED AT U.S.—~AVERAGE RATES), FOR SELECTED COUNTIES:

1966-67 (Cont'd.)

Percent of estimated revenue capacity of
tocal governments {cross-total equals 100.0)

Ratio of particular—area percentage to U.S.
average percentage for the same revenue sources

County Property taxation of — Other Char'ges Utility Property taxation of — Other Char?es Utility
Nonfarm i and miscel. Nonfarm . and miscel.

. . Business Farm local sur- X X Business Farm locat sur-
residential ¢ taxes general pluses residential . taxes general use
property property property revenue property property | property revenue pluses

241-FAST PRATCN RCUGEy Llbeeeesossese 26.F 3.2 7 167 17.9 -2 ag 151 14 128 1S €
242=-TRERIA,y LAceieneescssssosnssssnccse 1541 4C5 7.3 12.% 23.7 o4 52 1¢éC 14C 98 104 11
243-JEFFFEPSNN) lAceconsensscsonccnas 31.4 3C.¢ b l4.6 20.C 2e6 1C5 121 12 114 8¢ 71
2A4-LAFDYCETIF, LAccesceevsosscsonccsces 2C .0 4.7 17.4 Gel 13.6 4.5 €6 137 334 70 €1 132
245-LAFCURCHF ) LAseesccencascvocncsa 121 35.4 12.9 Eatl 25.3 Hath 4G 14C 248 69 111 147
PH46=CRLFANS) LAcecdessnnscnnsscnssns Z4.7 3.1 ] 14.2 21.9 26 79 l4¢ e 111 9¢ 71
26T-CUACHITA) LAceessssoncancsncnnese el 271.% 3.0 16.1 Z2.E Se1 24 1Cs 57 126 1CC 135
248-RAPIDFS, LAg (l)lacecsvonsascnnas

269-STo PYRAMARD,y LAcsvaonasccsvasans 3Te4 33.6 1.9 GG 14.9 3.4 124 132 36 70 €5 93
250~-ST. LANDRYy LAcesescnnccvccaces 2Ce7 o3 £.5 12.C 2T.4 Seh £P 1C32 144 G4 12C 146
251=STe MURY, LPessseosessnnsonsosne 13.9 46,1 242 Ts1 27.3 Ze8 4€ 182 42 60 12C 77
752-5Te TAFNARYy LAcswsssaccconnaes 273 1he4 4Lo4 14.2 28.1 b 123 61 39 112 122 15
253=TANCIPAH Ay LAceeesooscscaonnesnse 28 1741 11.3 17.¢ 22.C 1.9 3] Tz 218 139 Gé 52
254~TERKRECTANE y LAcececsssncssscons 17.2 41le4 1¢.C fa7 17.5 4.7 5 164 193 68 7S 1217
295~VERNGNy LAe (])eecccvacscnconsns

256~ANDROSCEGOTINy MAINCeuenoevsmosns 4C b 267 o7 18.C 12.2 1.9 124 1cs 14 141 52 51
25T~ARCCSTCOKy MAINE (lloececncosnes

29R—CUMBERLANCy PAIMEcevscnonescces 35.4 2€.% .6 152 15.9 240 131 10¢ 12 119 1C 54
259~KUNKFRFEC, MATAL (1)eeeeascncnss

250~PFNCRSCOTy MAINFaoeosonanvonasne 37.3 2teh o4 164 15,8 1.5 123 112 8 128 €S 4C
261-YCRKy MAINF {1)esesescccsconene

2862-ALLIGANYy Mloeevocnevenssccnane 7200 32.2 1.1 2.1 29.¢ 2e4 £8 131 21 1C3 12¢ 64
203=ANNE ARINET Ly Mleweoonassooncsen 4e.7 17473 2.9 13.7 18.5 1.3 185 (33 55 1C4 81 36
204=BALTICERFy Pl eaeesssnvassenccss 3R 2% 1.3 1Cel 23.7 -C 129 1C2 25 19 1C4 C
2¢5+BALTIMERE CTTYy Mlesecoasscscses 2Cab 37.73 - C 155 24.4 2.0 (33 148 C 122 1C7 54
266=CARRCLLy Mleseescssosscccncanas D00 15.2 [ ) 122 11.¢ -5 1€¢€ 1¢ 124 S6 5] 1=
2¢T=CECTLy Mo esecesnssssasencoscens Ce? 2265 3.0 151 17.7 .9 134 S1 58 118 78 24
20F~FRFCERICKy “Uloeosccenencsncsmcne 2R3 1569 tel 1547 17.73 25 127 7t 131 119 7¢ &r
209-HARFNAL ) Plavssosceacvennoscccens 43,5 154% 3.8 17.¢ 13.3 1.1 145 €z 14 133 81 3C
2I0-HLWAPL,y, Ml uvssnsssnssnscsosnsens 35a1 Ge? 2.4 1.1 416 3.1 11¢ 2¢ £5 £C 182 B84
ZTI-MONTGUNT R Yy Ml i neeenvsesennrcesse N 4.7 242 12.5 13.1 .G 187 56 43 98 £7 25
272-PRINCT GEMPGESy Floeesscoscosnse 472 46 12.7 245 11.7 28.5 Ze1 141 4LE 48 89 127 72
273-WASFINCTGONY Mleosnaovssacensesns 1.7 3Ce1 l.¢ el 16.0 5049 1¢5 116 ELS 120 7C 1495
2T4-WICTMIC ) Mleeessossensssssnsas 22.1 27.6 1.7 1845 16.C 1.4 1Cce 1Cs 12 145 1C 3f
2I5=BARASTAPLTy MASSe (1lecogovoones

2T67EFREKSEIRT,y “ASSe (l)ececnccncns

SIT-PRISTOLy ¥ASSe (1)aeevsasescsee

278=FSSFXy tASSe (1)evecosscannnase

279=-FRAMKLIYy MASSeeaesesancseacsnses €A 2.6 1.0 1éa1 24 .4 3.5 7 112 1¢ 126 1C7 94

ZEC-HANEDINy MASS, {1)evecnceasenses

See footnotes at end of table.
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Table G-13 — COMPOSITION OF LOCAL GOVERNMENT REVENUE CAPACITY (ESTIMATED AT U.S.—~AVERAGE RATES), FOR SELECTED COUNTIES:

196667 (Cont'd.}

Percent of estimated revenue capacity of
local governments (cross-total equals 100.0)

Ratio of particular—area percentage to U.S.
average percentage for the same revenue sources

County Property taxation of — Other Char_ges Utility Property taxation of — Other c(;jhar?esl Utility
Nonfarm i and miscel. Nonfarm . and miscel. r-
L Business Farm local sur- o Business Farm local general su
residential property | property | taxes genaral pluses residential property | property |  taxes pluses
property revenue property revenue
361-RCCKINGEAM, NuHe (1)ecaceconnns
362-STRAFFCRDy Nelesessesannescaonse 41.0 2C.3 o4 1é.1 2C.3 2.0 136 8C 7 126 89 54
363-ATLANTICY Nedesesonssasnnsencncee 3Ce3 2643 L5 1€.3 24.3 1.3 1¢C 1C4 3C 127 167 34
3E4~BERCENy Nedevesssasassscnssonses 4€ a9 24.C o4 12.5 15.3 1.0 155 95 1 98 €7 2¢
365-BURLINGTONy Nuodeeeoesvonseossnse 3.7 2443 1.0 15.¢ 21.8 lat 119 S¢& ig 124 S€ 37
366=CAMLENy Nedeassessocssscssensse 28at 2¢a0) -1 l4.C 2741 3.2 S5 1€2 2 110 122 87
3ET-CAPE MAYs NuJeesssesssencnencas 45 .4 13.,# .2 11.1 23.9 1.7 1£3 54 3 87 105 45
368-CUNMBERLANDy NeJoosoeosoescnnens 22.6 32.8 2.2 1€.5 18.2 T.7 15 13¢ 43 129 8c 208
369~FSSFXy faJeeesecccenccnnnancnas 2743 3C.3 ol 13.5 26.5 2.3 S1 11¢ 2 1C6 116 63
370-GLOUCTSTERy Nedoscesosssenssnns 3¢.n 37.4 1.9 1C.8 17.4 1.6 1C2 148 37 85 1€ 44
371-HUDSONy NeJeovsessesvansacansaa 18.2 37.% «C l14.C 28.5 1.8 €0 14¢ [ 1C9 125 48
372-HURNTERDIN, NoJeeasoescccsoscnene 365 2242 51 15.6 16.4 .2 132 ge 1C¢s 122 12 5
373~MFRLERy NeJesessosonsssscacascns 32.7 27.2 -7 154 22.1 1.9 1G8 1C¢7 14 121 S7 5¢C
374-MICLLESEXy MaJevessovcscascasee 317 32.3 -8 12.71 20.2 2.3 105 122 15 1C0 89 63
3T5-MONNMCUTHy Nedeessesesnssccsnses 44.8 18.2 1.0 13.¢ 21.3 1.2 148 12 2C 1€6 94 32
376-MCRRISy Madeeoaneosnsonssssesas 44,7 2242 1.C 12.C 17.17 2.9 147 8g 19 94 18 11
37T-0CCEANy NeJeosscesccnacesscoccnsce H2W0 13.78 b 13.7 18.7 1.2 172 54 12 1¢7 82 32
B318-PASSAICy) NaeJeosessssescacncosns 35.6 3C.4 -3 l4.4 16,.C 3.2 118 12¢ 7 113 1C 87
379-SALEM) NoJosesesssnsocacsosnsace 1€e7 47.% 1.6 1443 19.4 5 55 187 31 112 85 14
360-SCMIRSETy Medeseesosvsscannsnes 43.6 2442 24 14.2 15.0Q ob 144 Ge 46 112 1] 11
381-SUSSFXy NeJeevesssosnssssasvene 4846 15.0 3.C 11.¢ 20.4 1.1 1£1 56 56 S2 SC 31
J92-UNICNy Nedeeesnsessvssscvscccnas 3.2 379 -1 12.9 16.3 o7 123 13C 1 1Cl1 712 19
383-WARRFENy) NoJowessosessescsssanses 39.0 31.0 2. 1Z2.4 15.¢€ .1 129 122 38 sS7 68 2
B84-BERNALTLLC) NoPMessaeesesacasnsa 2845 2146 5.0 1E47 23.C 2.1 S4 as S¢ 147 101 85
3A5-CHAVESy Nalasesosnseecossnssnes 2403 2C.9 15.0 15.7 20.5 3.2 a1 82 288 123 g2 86
386=0DCNA "ANAy NoMeeeooasonsconssnss 16.4 12.1 27.¢8 13.7 23.4 3.5 &4 4F 534 107 102 95
FET=LEAy NeMeeesensoosansssncsnvsonss 17.3 45.0 g.3 5e5 18.3 1.7 57 17¢€ 159 14 8c 47
388-SANTA FFy NeMesewsososssssossns 32.¢ 2C.7 1.4 16417 Z22.1 «C 1c8 82 141 131 16C %
389-ALBANY )y NeYeesoooossvocnasosesnes 32.9 29.6 le% 14.4 18.9 2.5 1CS 117 29 113 a3 65
3G0-PROCME Yy NeYesosevesessesensnnces 31.1 279 .S 11.2 31.1 2.7 1C3 sC 17 a9 137 73
391-CATTARALGUS y NaYseooososvennoess 23.9 26.3 2.1 12.5 31.3 3.6 79 1C4 4C 58 137 104
392-CAYUGAy MeYooeosesnosssocsnnenes 275 210 3.7 13.1 2l1.8 2.6 g2 82 71 1c2 14C 6S
393-CRALTALCUAs NueYeaeoasevssacnsasn 28.4 21.1 5.0 11.7 25.8 g.C G54 a3 9& S1 112 2117
394-CHENUNGy NeYoonsooanssassncnsese 31.1 2540 1.1 13.1 23.4 243 1¢3 115 21 103 1C3 61
IG5-CLINTON) NoeYeoeosossansasaanrens 254t 16.7 2.6 12.1 28.9 1C.2 85 78 68 S5 127 271¢
3G6=CULLMEIA, MY, (1)ecacecnsccons
397-DUTCHESSy NeYaaeeoessescecoanns 38.9 2£.9 2.3 11.4 19.0 1.5 129 10¢ 45 89 832 41
3G98-ERIFy NeYosnseesossscensceccnons 21.0 29.3 & 12.5 24,2 2.1 1€¢3 118 11 1C1 1C€ 56
3G9-FULTONy NuVeseaausonoonnacanane 20,8 2t.1 2 14,2 25.9 2.8 1€1 1¢2 5 112 114 7€
4G0-GENESTEFy NaYaoseoesesasasesrasea 31l.4 2545 €.0 12.C 23.C 2el 1C4 1c1 11é 94 1Cc1 5€

See footnotes at end of table,
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Table G-13 — COMPOSITION OF LOCAL GOVERNMENT REVENUE CAPACITY (ESTIMATED AT U.S.—~AVERAGE RATES), FOR SELECTED COUNTIES:

196667 (Cont'd.)

Percent of estimated revenue capacity of
local governments {cross-total equals 100.0)

Ratio of particular—area percentage to U.S.
average percentage for the same revenue sources

County Property taxation of Other Char.ges Utility Property taxation of Other Char'ges Utitity
Nonfarm . and miscel. Nonfarm . and miscel.

. . Business Farm local sur- - . Business Farm local sur-
residential property property taxes general pluses residential property | property taxes general pluses
property revenue property revenue

LC1-HERKIMERy N oYeaeossososessansesen 2543 2C.1 2.9 17.2 35.C 3.5 84 ac 76 96 154 94
412-JFFFERSCNY NaYeoooeosasconannee 2€e0 227 3.2 12.€ 31.3 3.2 £6 G4 62 98 137 817
H(3-LIVINCETONy NoYeeonseonsanseonas 3Ca1 22.8 7.1 12.7 24.¢ 2.8 1CC qC 136 S9 1Ce T¢
4L4-MADTSING MuYoeueoesconsasconsoen 36,0 12.7 3.9 1.1 3l.4 245 129 5C 75 79 138 11
4G(CH=MUNRCTy NeYeeesoonaseoscnsosnen 34,7 2446 ot 1l.6 255 3.C 115 97 12 90 112 81
4UB=PUNTEUNFRYy NeYeooosososescsceas 277 255 3.0 13.6 26.9 3.3 G2 1C1 57 1C6 118 89
LUT-NASSAUy NeYosoocseosseonseacseannonse 475 1532 -0 11.6 20.0C 1.3 158 7€ c 93 g8 34
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Table G-13 — COMPOSITION OF LOCAL GOVERNMENT REVENUE CAPACITY (ESTIMATED AT U.S.—AVERAGE RATES), FOR SELECTED COUNTIES:

196667 (Cont'd.)

Percent of estimated revenue capacity of Ratio of particular—area percentage to U.S.
local governments {cross-total equals 100.0) average percentage for the same revenue sources
County Property taxation of — i
po— 44 Other an%h::ig:; ' Utility Property taxation of — Other Char‘ges Utilty
o Business Farm local 1 sur- Nonfarm Busi and miscel.
residential neral . . usiness Farm local sur-
property | property | taxes genera pluses residential general

property revenue property property | property taxes revenue Pluses
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1Data not available; see text.

Combined with another area for presentation; see footnote 3.

Includes data for two or more areas. Such combinations are as follows:
Fulton County, Georgia: includes DeKalb County;
Arlington County, Virginia: includes Alexandria City;
Campbell County, Virginia: includes Lynchburg City;
Chesapeake City, Virginia: includes Norfolk and Portsmouth Cities;
Fairfax County, Virginia: includes Falls Church and Fairfax Cities;
Heprico County, Virginias includes Richmond City;
Roanoke County, Virginia: includes Roanoke City;
York County, Virginia: includes Hampton and Newport News Cities,

4 .
Because of the unique nature of the District of Columbia, certain items called for by the tabulation are

not relevant to it.



Table G-14.—MEASURES OF STATE-LOCAL TAX CAPACITY AND TAX EFFORT FOR STATES: 1968-69

Per capita amounts

Index measures {per capita

amounts as per cent of

U.S. averages)

Per cent change

1966-67 to 1968-69"

Per
Per- Per- Rela- Per Per capita Rela-
sonal sonal tive capita capita per- tive
Tax Tax income Tax Tax income tax tax tax sonal tax
State capacity revenue (1968} capacity revenue (1968) effort?2 capacity revenue income effort
UsS. ... ... 386 386 3421 100 100 100 100 233 23.3 14.8 —
Alabama . ... ... ..... .. 270 227 2,337 70 59 68 84 23.3 17.0 13.7 - 5.1
Alaska . ... ... ... ...... 403 399 4,146 104 103 121 29 29.6 23.1 194 — 50
Arizona ... ... ... ..., 381 393 3,027 99 102 88 103 279 209 18.2 - 58
Arkansas . . ... ... a0 e 299 222 2,322 77 58 68 74 24.1 11.0 140 -105
California . . ............ 472 547 3,968 122 142 116 116 220 31.2 13.7 75
Colorado . ............. 398 392 3,340 103 102 a8 98 22.1 13.6 15.1 — 6.8
Connecticut . . . ... ...... 451 397 4,256 117 103 124 88 23.2 16.8 14.7 — 54
Delaware . ............. 465 377 3,795 120 98 111 81 211 9.3 10.0 -10.0
Dist. of Columbia ... ...... 465 426 4,464 120 110 130 92 230 249 15.8 1.4
Florida . .............. 419 338 3,191 109 88 a3 81 289 234 202 — 47
Georgia . .............. 314 273 2,781 81 71 81 87 26.1 18.7 17.3 - 5.7
Hawaii . ... ............ 381 492 3,613 99 127 103 129 229 18.0 13.7 — 41
ldaho .. .............. 338 340 2,668 88 88 78 100 18.2 13.7 108 — 4.1
Winois . . .. ... ......... 431 376 3,981 112 97 116 87 20.7 249 12.0 34
Indiana . .............. 375 338 3,412 97 88 100 90 20.6 14.2 116 — 55
fowa .. ............... 385 395 3,265 100 102 95 103 18.5 17.2 84 - 9
Kansas . . .............. 405 351 3,303 105 91 97 87 235 1.4 141 - 9.7
Kentucky . ............. 312 278 2,645 81 72 77 89 25.3 31.1 17.2 5.1
Louisiana . . .. .......... 364 301 2,634 94 78 77 83 23.4 13.6 159 — 8.0
Maine . ............... 316 321 2,824 82 83 83 102 244 20.2 138 — 3.2
Maryland . . ... ......... 398 416 3,742 103 108 109 105 25.6 27.6 15.7 1.9
Massachusetts . . . ... ..... 382 455 3,835 99 118 112 119 25.2 22.6 1656 — 2.0
Michigan . ... .......... 404 439 3,675 105 114 107 109 239 35.1 12.8 9.0
Minnesota . . ... ... ...... 367 413 3,341 95 107 98 112 23.6 16.7 153 - 5.6
Mississippi = . . . . ... ... ... 252 245 2,081 65 63 61 98 254 24 .4 17.9 —
Missouri . . . ............ 373 304 3,257 97 79 95 81 22.7 15.6 157 — 5.8
Montana . ............. 391 356 2,942 101 92 86 91 18.5 15.6 103 - 26
Nebraska . ............. 416 361 3,239 108 94 95 87 209 33.7 10.1 10.7
Nevada . .............. 669 475 3,957 173 123 116 71 24.8 243 138 -~ 6
New Hampshire . ......... 422 325 3,259 109 84 95 77 230 16.9 150 -— 4.8
New Jersey . ............ 410 411 3,954 106 106 116 100 22.4 26.9 143 35
New Mexico . ........... 355 324 2,651 92 84 77 91 21.2 20.4 123 — 9
New York . ... .......... 418 580 4,151 108 150 121 139 23.3 23.7 16.7 4
North Carolina . . ... ...... 308 267 2,664 80 69 78 87 25.7 16.1 166 — 79
North Dakota .. ......... 352 333 2,730 91 86 80 95 22.6 19.8 118 - 24
Ohio . ................ 387 318 3,509 100 82 103 82 23.2 23.7 13.6 6
Oklahoma . .. ... ........ 392 290 2,880 102 75 84 74 229 14.2 16.1 — 7.2
Oregon . .. .. .......... 401 406 3,317 104 105 97 101 211 21.6 12.6 A4
Pennsylvania . ........... 350 346 3,419 9 a0 100 99 228 22.7 146 - 4
Rhode Island . . ... ....... 355 380 3,549 92 98 104 107 250 27.9 15.9 2.1
South Carolina . .. ........ 254 227 2,380 66 59 70 89 25.7 15.8 16.3 — 8.0
South Dakota . .......... 349 353 2,876 20 91 84 101 229 16.5 164 — 5.2
Tennessee . . . .. ... ...... 302 254 2,579 78 66 75 84 24.3 19.8 154 — 3.2
Texas . ............... 388 280 3,029 101 73 89 72 26.4 21.2 175 - 40
Utah . ... ............. 326 337 2,790 84 87 82 104 20.3 11.6 120 — 7.1
Vermont . ... .. ... ..... 339 394 3,072 88 102 90 116 233 20.1 153 — 26
Virginia . . ... .......... 337 323 3,068 87 84 90 96 248 329 17.6 6.7
Washington . . .. ... ...... 424 434 3,688 110 12 108 102 20.8 17.3 143 - 29
West Virginia . . ... ....... 284 269 2,470 74 70 72 95 21.4 19.0 135 — 1.7
Wisconsin . . .. .......... 358 441 3,363 93 114 98 123 21.8 21.5 130 — 2
Wyoming . ............. 530 413 3,190 137 107 93 78 20.2 19.0 147 — 8
1For related 1966-67 data, see table G-1.
2Tax revenue as a percent of tax capacity.
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