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In every city the people are divided into
three sorts; the very rich, the very poor and those
who are between them. . . . The most perfect polici-
cal commnity must be smongst those who are in the
middle rank, and those stactes are best fnsclituted
whereln these are a large and more respectable part,
if possible, than both the other; or, 1f that cannot
be, at least than sither of them separate; so that
being thrown Lnte the balance it may prevent either
gcale from prepondecating.

== Aristotle, Politica, Book IV, Chapter XI,
pp- Ll26-127.

For aale by the Superintendent of DI}I:-'I]J]I!I;I;IH,- US. Government Printing Office
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PREFACE

The Advisory Cosmission on Intergevernmental Relations was estab-
lished by Public Law 380, passed by the first session of the Both Congress
and approved by the President September 24, 1959, Sectionm 2 of the Aet sete
forth the following declaration of purpose and apecific responsibilities for
the Commission:

Sec. 2. Because the complexity of modern life intensifies the need
in a federal form of government for the fullest cooperation and
coordination of activities between the levels of govermment, and
because population growth and scientific developments portend an
increasingly complex soclety in future years, it is essential that
an appropriate agency be established Eo give continuing attemtion
to ilntergovernmental problems.

It is intended that the Commission, in the performance of its
duties, will-=-

(1} bring together represantatives of the Federal, State and local
governments for the consideracion of cosmon problems;

(2} provide a forum for discussing the administratioa and coerdina-
tion of Federal grant and other programs requiring intergovermmental
cooperation;

(1) glve critical attention to the conditions and controls involved
in the administration of Federal grant programs;

{4) make available technical assistance to the executive and legisla-
tive branches of the Faderal Govermment In the review of proposed
legislation to determine its overall effect om the Federal system;

(5} encourage discussion and study at an early stage of emerging
public problems that ave likely to require intergovermmental
coopard Liam;

{6) recommend, within the framework of the Constitution, the most
desirable allocation of governmental functions, responsibilicies and
revenues among the several levels of government; and

{7) recommend methods of coordimating and simplifying tax lawa and
administrative practices to achieve a more orderly and less competi=
tive fiscal relationship between the levels of government and to
reduce che burden of complisnce for taxpayers.

Pursuant to its statutory respomsibilities, the Cosmission from Cime
to time singles ocut for study and recommendation particular problems, the
ameglioration of which, in the Comission's wiew, would enhance cooperation
among the different levels of govermment and chereby improve tChe effectivenass
of the Federal system of govermsent as established by the Constitution. COne

xi



subject so identified by the Comnmizsion comcerns the broad question of fiscal
balarpce in cur Federal syatem.

This report was adopted by the Commlsslon At successive meetings
held ot July 21 and October &-7, 1967,

Farris Bryant
Chairman
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WORKING PROCEDURES OF THE COMMISEION

This statement of the procedures followed by the Advisory Commission
on Intergovernmental Relations is intended to assist the reader's consideration
of this report, The Commission, made wp of busy public officials and private
persong occupying positions of major responsibility, must deal with diverse amd
specialized subjects. It is important, ctherefore, in evaluating reports and
recommendations of the Commission to know the processes of comsultation,
criticism and review to which particular reports aré sobjected.

The duty of the Advisory Commission, under Public Law 86-380, is to
give continoing attemtion Co intergovernmental problems in Federal-5tate,
Federal-local, and Svate-lecal, as well as interstate and interlocal relations.
The Commission's approach te this broad arem of responsibility is to select
gpecifie, diserete intergovermsmental problems for analyveis and policy recom-
mendation. In some cases, matters proposed for study are introduced by indi-
vidual members of the Commission; Iin other cases, public officials, profes-
sional ocrganizations or scholars propese projects. In skill athers, possible
subjects are suggested by the scaff. Frequently, two or more subjects compete
for a sinmgle "slot" on the Commission's work program. In such instances
gglection is by majority wote.

fmce & subject is placed on the work program, a staff member is
asgigned to it. In limited instances the study iz eomtracted for with an experc
in the field or a research organization. The staff"s job is to assemble and
analyze the facts, [dentify the differing pointa of view involved and develop
a range of possible, frequemtly alternative, policy considerations amd recom=
mendations which the Commission might wish to comsider. This is all developed
and set forth in a preliminary draft report containing {a) historigzal and
factual background, (b} analyeis of the lssues, and (c) alternative solutioms.

The preliminary draft is reviewed within the staff of the Commission
and after revision is placed before an informal group of "eritics" for search-
ing review and criticism. In assembling these reviewers, care is baken bo
provide {a) expert knowledge, and (b) a diversity of substantive and philoso-
phical wviewpolints., Additionally, representatives of the Matlonal League aof
Cities, Coumeil of State Govermments, Wational Asgociation of Counties, U.5.
Conference of Mayors, U.5. Bureau of the Budget and any Federal agencles
directly concerned with the subject matter participate, along with the other
"erities" in reviewipng the draft, 1t should be emphasized that participation
h‘}' an individwal ar organization in the review Process does not impl}r inm any
way endorsement of the drafe report. Criticisms and suggestions are presented;
some may be adopted, others rejected by che Commissiom staff.

The draft report is then revised by the staff im light of cricicisms
and comments received and transmiteted to the members of the Commission at least
Lwo weeks in advance of the meeting at which it {8 o be considered.

In ica formal comsideration of the draft report, the Commission
tegisters any general opinion it may have as to further svaff work or other
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congiderations which Lt believes warranted. However, most of the time available
Lg devored to a specific and detafled examination of conclusions and possible
recomnendations. Differences of opinlen are alred, suggested revisions dis-
cusgsed, amendments considered and voted upon, and finally & recommendation
adopted (or modified or diluted as the case may be) with individual dissents
registered. The report is them revised in the light of Commission decisions

gnd gent to Ehe p:'i.'nt'nr, with footnotes of dissent by individual members, iE
any, recorded as appropriate im the copy.
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SCOPE OF THE REPORT

The Commisgion's study of Fiscal Balance in the American Federal System
ig contained in two volumes. In Veluse 1, the Commigsion analyzes the basic
structure of {ilscal federalism, isclates the major shortcomings of the present sys-
tem, ideatilfies the fiscal sources of tension, and prescribes policies designed to
atrengthen the fiscal foundation of our intergovernmental system. In Volume 2,
the Commission concentrates on the critically urgent problems caused by the growth
of fiscal disparities among jurisdictions within metropolitan areas. Specifically,
the Commission probes in depth the "fiscal facts of life" in the 3T largest metro-
polican areas, drawe on special case studies in 12 of these areas, and sets forth
& series of recommendationms deasigned to hring metyopolitan needs and resoutces
inte greater aligoment. The Commission was aided in ite urban fiscal research by
a grant from the Department of Housing and Urban Development.

RECOMMENDATIONS

Volume 1. Basic Structure of Fiscal Federalism

4. Broadened Fiscal Mix and Greater Fiscal Flexibility
iE Federal Aid to States nEd Localities

1. The Commission conclodes that to meel che needs of twentieth cene
cury Ametrica with fts eritical urban problems, che existing in-
cerpovernmental flscal system needs to be significantly improved.
Specifically, the Commiszion recoemends that the Federal Govern-
ment , recopnizing the need for Elexibilicy 1n the type of support
it provides, autherize a combinmation of Federal categorical
grants=in-aid, general functiomal block gramts, and per capita
2eneral support payments. Each of these mechanisms is designed
to, and should be used to, meet specific needs: the categorical
grant=im-aid to stimilate and support programs in specific areas
of natispal imterest and promote experimentationm and demonstra-
tien in such areas; block grants, through the consolidetion of
exigting speclific grants-in=aid, te give States and localities
greater flexibilicy in meeting needs in broad functional areas;
and general support payments on a per capita basis, adjusted for
wvarlations in tax efforc, ro allow States and localities to de=
wise their cun programs and set their own priorities to help
aolve their unigque and most crucial problems. Such general sup=
port payments could be made to either Stace or major local units
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of gowvernment if provision is made for insuring that the pur-
pases for which they are spent nra*nEE &E*cunflint with any
existing comprehensive State plan, * ¢

2. The Commission recommends enactment of legislation by the Cop-
gregs authorizing the President bo submit grant conmsolidation
plans, such consolidations to be Eransmitted to the Congress
and to become effective unlese rejected by either House within
a period of 90 days.

3. The Commission recommends chat Congress and the President
atrive voward a drascie decreage in the numerous separate auth-
grizations for Federal grant&--adepting as a genetal goal a re-
duction by at least half the aumbar; specifically the Commis-
sion recommends as A modest beglnning, the following major con-
solidations: {a) elimination of all categorization and ear-
marking from the vocational educationm program to provide in ef-
fect a single vocational education grant to be usable in speci-
flad fields bot within the State allotment in such amounts
among the fields as determined by the State; and (k) comsoli-
dation of the existing grants for water amd sewer line construcs
tion iato a siagle authorization to be administered by a single
BZEncY.

&, The Commisgion recommends epactment by the Congress of legisla-
tion proposed by the Adninistration to authorize single applica-
tions by State and local govermments for interrelated projects
and for joint funding of projects contalning components derlv-
ing fumds from several Federal sources, in order to encourage
«tates and localities to interrelate various functional pro-
grams and to facilitate effective program administration at the
national leveal. It ig further recommended that States cnacke
gimilar legislation where necessary.

5. The Commlssion recommends to the President that the Bureau of
the Budget inltlate an aggressive program to simplify and sye-
temize the waried matching and apportiomment formulas fer
exiating Federal grant-in-aid programs.

B. GStrengthening State and Local Fiecal and Tex Systems

6. The Commigsion concludes that the development of & more equit-
sble, diversified, and productive State-local tax system is
prerequisite to avoldinmg excessive local property tax burdens ,
proliferation of local aonproperty taxes, interlocal fiscal
disparities and dependence on Federal aid. The Commission
therefore recommends that the States l','l.::l require and enforce
effective local wse of the propercy tax lncluding, in some
States, a more intensive use of this revenue source, (21

* Chairman Bryant dissented.

*%  Secrecary Fowler entered a reservation and dissented in part.

*xdk  Mayor Mafralim did not comeur In che porcion of the last sencence which
deala with comprehensive State plana.
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equip themselves with a productive and broad-based tax sys=

tem capable of underwricting a major portion of the State-local
expanding expenditure requirements, and (3) shield basic family
income from any undue burdens imposed by sales and property
Laxes.

In order to strengthen the productiviey of the sales tax, the
Commission recommends action by the Sctates to protect lew im-
come families from undue tax burdens on food and drugs undet
general sales taxes.

In arder to strengthen the productivity of the local property
tax, the Commission recommends action by the States to help the
localities finance the cost of relieving any undue local prop-
erty tax burden on low inmcome families.

The Commission recommends that the States which have not done
a0, glwve pericus consideration to providing more Flexibility in
their constitutions for lomg-range 5tate financing programs.

C. Improved Federal Coordination and Management

1d.

11.

The Commiseion recommends an elevation of attention om the part
of the President and the Congress to the more general need of
imsuring the conduct anmd ecoordination of Federal grant and
other prograss in such a way as to improve the overall capa-
bility of State and local government and consequently strengthem
the American federal system. Its importance warrants assign-
ment by the President of major responsibility in this area to
an appointee having statue equivalent to that of a member of
the Cabinet. This official should be responsible for general
liajgon with 5tate and local governments and be aceessible Eo
them regarding problems encountered in the administration of
Federal grants-in-aid. Also this official should report at ap-
propriate intervals bto the President, Congress and the public
on the extent to which grant-in-aid programs are achleving
their objectives and the extent to which State and locsl gow-
ermment 1s being strengthened inm the process.

The Commlssion further recommends the strengthening of the
Bureay of the Budget's capability to sustain a vigorous pre-
gram of interagency coordination of Federal grants-in-aid.

The Commission recommends the enunciation by the President of
4 policy of decentralization of Federal decision-making in the
administration of grant programs; among other accions, the Com-
migeion recommends decentralization to directors of Federal
reglonal offices of most of the decisions comnected with the
review and approval of State or local plans developed as &
condition of Federal forsula-type grants and of amendments

to gsuch plans proposed by State and local governments. The
Commission further recommends Presidentcial actiom te effect

a4 mijor reduction in the wide variations in the regional bound-
aries and headgquarters sltes of Federal field offices.
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12.

13.

The Commigalon believes the establishment of & field staff of
the Buresau of the Budget should serve many of the purposes of
field offices, appropriacicns for which have been sought
repeatedly by the Budget Director and the President within the
last few years. In addition to increased coordinative aceivity
in the field by the Bureau, the Commisslon recommends the
strengthening of exieting Federal Executive Boarde by (a) trans-
fer of supervision of the Boards to the Bureau, and (b} pro-
vigsion of at least ome full-time staff member for each of the
major Boards.

The Commission recommends that the President establish within
an appropriate agency of the Executive Branch a computerized
system for storage anmd retrieval of information essential for
the adminlstration of grante-in-aid, formilacion of Federal-
State-local flscal policies and other policy and management
purpeses. The Commisslon further recommends that the Congress
establish a similar system to provide informatiom for review
of grant-in-aid programs amd for cother legislative purposes.
The Commission recommends that tapes and other data rvesulting
from these systems be made available to State and local gowe
ernments.

O, Simplification of Administrative Controls
Under Federal Grants

1k,

15.

la.

The Commission recommends the enactment of general legislation
by the Congress applicable to Federal grants-in-aid te State
governmenks , whereby the Comptroller General of the United
Seates would study and review the accounting and audicing sys-
tems of State governments which receive Federal grants-in-aild
and ascertain the gemeral adequacy and integricy of such State
auditing and accounting systems; the Commission further recom-
mends that for those States certified by the Comptroller Gen-
eral as meeting standards of adequacy and integrity, the re-
aults of State audlts of expenditures of Pederal gramnt funds
be accepted by the administering Federsl agency in lieu of
fiscal audits by agency personnel, such acceptance to cease
when and 1if the Comptroller General finds that the accounting
and auditing system of the particular State no lu-nge:: mesls
the prescribed standards. Finally, the Commission recomsends
that this authorization be extended at the discretion of the
CompEroller General to unite of local government recelving
gizeable grants divectly from Federal agencies.

The Commission recommends the enactment of legislation pend-

ing in the Congress to authorize the modification, at the re=
quast of a State and with approval by the head of the Federal
depertment or agency, of the single State agency regultement

associated with Federal grante=-in-ald to State governmente.

The Comission recommends the snactment of gemeral legisla-
tion by the Coagress, comnsolidating inscfar as possible into
a single Comgresslional enactment a set of plamning require-
ments--both functional and comprehensive--co be applicable
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17.

to Federal grant-in-aid programs, both preseant and future,
espacially those concerned with or affecting urban develop-
ment .

The Commission tecommends that Congress endct legislation which
would effect an overall rather than piecemeal revision of Sec-
tion 701 of the Housing Act of 1454, Sp:tifi:allj, guch IEgiB-
lacfon ghould smploy Federal planning assistance to strengthen
comprehensive planning as an arm of elected chief executives,
at State, areawide and local levels; require a closer inter-
linking of planning, programming and coordinatiom at those
levels; and relate &ll federally aided functiomal plamning to
comprehensive planning at the State, areawilde and local levels.
The Commission further recosmends that provision be made for
State planninmg agencies, eapecially Ln those States with on-
going comprehemsive State planning proprams recelving Federal
financial assistance under Sectiom 701, to review and comment
upon all local and areawide applicacions for urban planning
assistance. The Commission takes no position as to the most
desirable location of responsibility in the Federal Emecutive
Branch for administering asalstance to State and local compre-
hensive planming activities,

Stremgthening the State Execubtive and Legislative Bramches

a5 Effective Fartners in the Federal System

18.

19.

20.

21.

22.

In order to achieve adequate intergovernmental fiscal coordina=
tion and Eo strengthen State government generally, the Commis-
sion tecommends the amendment of many State comstitutions to
reduce greatly the number of separately elected State offi=
cials.

The Commission recomsends that where needed, State conetibu=
tiona be amended to permit the Governor te succeed himself.

The Commission recommends State constltutlomal and statutory
action, where needed, to provide a gubernatorial budget cov-
ering all estimated income and expenditures of the State
govermment to be submitted to each sesslon of the State legis-
lature.

The Commigsion recommends that each State develop a strong
planning capability in the executive branch of its Scate Eovs=
eraoment. The planning function should include: {a) formula=-
tion for the consideracion of the Governor and the legislature
of comprehensive policies and long range plans for the ef-
fective and orderly development of the human and material
resources of the State: {b) provision of a framework for
functional , departmental and regional plans; and (c) as-
sistance to the Governor in his budget-making and program
evaluation roles.

The Commission recommends that State constitutions be amended ,
where ﬂeeded, to authorize the Governor to reorganize the
adminietrative structure of Scate government and te shife



functions emong State departments and agencies with the ex-
ercise of such reorganization powers subject to a veto by
alther house of the S5tate legislature within a specified
time period.

23, In order to improve the fiscal and program coordination of
Federal categorical grants going te State povernment the
Commission recommends that the States themselwves provide
adequate funds and staff for this purpose; the Commission
opposes the use of Federal gramt funds to provide staff or
facilities for the immediate office of the Govermor.

24. In order to help strengthen the position of State govern-
ment generally and to afford adequate time for legislative
congideration of State financial participation im Federal
grant-in-afid programs, the Commizsion recommends State
conscitutional or other appropriate action, where neceasgary,
to remove such restrictions on the length and frequency of
sasalone of the State legislature as may interfere with the
most effective performance of its functlons. Specifically
the Commission recommends that the holding of annual sessions
b given serious consideration in those States now ha]ding
bienmial sessions. Further , in order that legislative
compensation not deter the holding of annual sessions, the
Commission recommends that legislators be pald om an annual
bagig in an amount commensurate with demands upon their
time.,

25, 1Ia ovder that the legislature may keep abreast on & policy
bkasis with Federal and State actions on cooperative progtams,
the Commission recommends that the S5tates provide for wear-
vound professional staffing of major committees of theilr
State legislatures.

26. In order that the State legislative woice may be heatrd in
the formulation, financing and operation of Federal grant
programs and other intergoveromental matters, the Commission
recommends that State legislatures consider seriously the
degirability of charging-=by resolotion or other appropriate
meang=-elective preaiding officers andfor chairmen and ranks-
ing members of those committees having jurisdiction im fields
involving Federal-State relaticns with (1) following the
development of propesed legislation in the Federal Executive
Branch 4nd the Congress, and ({2} after appropriate consultation
with State executive officials, presenting the wiews of legls-
larors to congressiomal committess considering new or modified
BErant programs coming within the concern of State legislatures.
The Commission further recommends that Stace legislatures
provide adequate funding for this actiwity.

*  Governor Dempsey dissented.
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Volume 2. Metropolitan Fiscal Disparities

Greater Involvement of Private Epterprise
in Urban Programs

1.

Stre

The Commigsion recommends that esach of the industrial or
highly urbanized States remove existing constitutional and
statutory barriers to involvement of private enterprise in
efforts directed toward enlarging and revitalizing the eco-
nomic and fiseal base of their major cities, and that after
such action take positive steps to enhance private-public
cepperation in these endeavors.

th cal Govermment Organization

and Heighborhood Initiative

2.

The Commission recommends the enactment of State legislation
empowering & State agency--or a local agency formation com-
mission--to {(a) order the dissolution or conselidation of
local units of government within metropolitan areas, and

(b} enjoin the use of an interleocal comtract within the
metropolitan area when it 18 found to promote fractional-
ization of the cax base without everriding compensating
advantages; these actionz should be taken pursuant to spe-
clfic statutery standards, with adequate £uhli: notice and
hearings, and subject to judicial review.

The Commission further recommends the amendment of formulas
providing State aid to local governments s0 as Co eliminate
or reduce aid allotments eo small unite of local government
not meeting statutory standards of econcmic, gecgraphic and
political viability.”

The Commission recommends Che enactment of State leglslation
autherizing large cltles and county governments in mebro-
politan areas to establish neighberhood subunits of govern-
ment with limited powers of taxation and of local self-
government with regpect bo specified and restricted functions
including che adminfstration of specified portions of Federal,
State and local programs. Such subunits would be dissoluble
by the clty er county governing body at any time.*

In order to improve the fiscal and program coordination of
Federal and State categorical grants going to county and city
governments the Commlssion recommends that the counties and
cities themselves prnvidn adeguate funds and staff for thig
purpese; the Commission opposes the use of Federal and State
grant funds to provide staff or facilities for the immediate
office of the Mayor or county executive.

Governors Hockefeller and Bhodes dissented.
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5. The Commission recommends that Congress amend Title IX of
P. L. B9=-75& to remove the population ceiling on local gaverns-
ments served by State informatiom centers.

6. The Commission recommends the enactment of State enabling
leglslation where necessary and action by city governmenkts
to egtablish and finance neighborhood information centers
and referral services to orient residents and migrante to
the desands and responsiblilitiea of an urban society and te
asalet them in meeting lemedfate soclal and economic needs.
The Commission alse recommends the inelusion in State enabling
legislation of flscal support for such centers. The Commission
further recommends that Federal agencies providing assistance
in city rebuilding and in combating poverty encourage the use
aof grant funds for establishing and manning these centers.
Congress Should pravldc incentlives Eo States dnd communities
to encourage them to de this, not through separate new pro-
grams ;. but by amending pertinent existing grancs to permit
Federal grant funds to be wsed in this manner.

. FBeducing Disparities in Educational Finasncing

Ts The Commission recommends that States add to thelr school
ald formulas appropriate factors reflecting higher costs
per pupil among disadvantaged as compared to advantaged
children, especially in areas of high population density.
The Commission further recommends the amendment of the
Elementary and Secomdary Education Act of 1965 to authorize
the utilization of otherwise available Federal funds for
Llncentive grants to States that make such revisions in their
echool aid formulas.

a. The Commisslon recommends the enactment of State legislation,
preceded by constitutional amendment where necessary, estab-
Lishing or authorizing an apprepriate State agency to mandate
the establishment of county or regional school property taxing
districts; this iz sugpested for those States where schoal
financing has not already been placed om a countbywide or
reglonal basis.™

5. The Commisslon recommenda the ensctment of State legislation,
praceded by constitutional amendment where necessary, asuthoriz-
ing the establishment by the State educational agency of
educational facilities designed ro make available on a multi-
district basis a specialized educacional capabilicy, including
gpecial persennel, to the children of the diasgricce Lavolved.
The Commission further recomsends that State governments pro-
vide appropriate fimancial incentives for the creation of such
malti=digstrict facilities.

10. The Commission fecommends the smendment of the Elementary and
Secondary Education Act of 1965 to authorlze Federal incentive

* Governor Rockefeller dissented.
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grants to State and metropolitan educational agencies for
the establishment of (&) county or regional school taxing
digtricts, (b} specialized multi-discrict facilities as
recommended herein, or {c) other areawlde educatiopnal
grrangements to assist in equalizing fiscal resocurces with
pducational needs throughout the area.”™

Improved Statistics for Metropolitan Aveas

11. The Commission recommends the establishment of a4 national
ayatem for the collection, analysis, and dissemination of
gocial statistics, with full participation by Federal, State,
and local governments, with specisl emphasis wpon the develop-
mant of such data for sub-State gecgraphic areas (major cities,
counties, and SMSA"s) as well az State and national sggregates.

12. The Commission recommends that the Internal Eevenue Searvice
expand lta reporting of income statistics for Standard Metro-
politan Stacistical Areas te provide dakta Eor the unite of
general local government within such areas.

13. The Commission recommends that Federal, State, and local
officilals work toward the establishment of data facilicies
for measuring for mejor urban functions the comparative per-
formance levels of individual local unics of government.
This effort should be undertaken preferably by existing or
new nengovernmental erganizations and should look toward
the establishment of optimal standards, the collection and
analysis of data, and periodic publication of comparative
figures.

Congresgman Fountain dissented.






Chipter 1
INTRODUCTION

The Americen federal system==-in which the primary responsibilicy for
providing domestic governmental servicea 18 consigned to 50 sovereign Stakes,
where "keeping government close to the people” ias a watchword and "local home
rule” is a precept--fosters diversity In the philosophical, political and organi-
zational character of State and local government across the land, Liberty and
frecdom of actiom are at the very roots of our govermmental philosophy, and under
such a philosophy no twe State-local governmental structures, tax systems or gove
ermmental service "mixes" will be alike. Few, if any, restrictions are placed
upon State legislators in shaping the structures and functions of their States
local governmental systems, in developing their State economies or in tapping
their economic resources Bo carcy out the public will.

This fostering of diversity poses a dilemma: When does diversity be-
come disparity? Are some kinds of diversity "good" and do other Kinds begin to
take on che earmarks of injustice?

We have noted earlier the considercable interstate and intercegional vari-
ations in scclo-economic characteriscics, in governmental structure, and in the
level of governmental services.* Some of these differences are a matter of pref-
erence; others reflect indigencus human and geographic ateributes. The mecro-
politan areas in different parts of the country vary just as distinctively as do
the States and the regions, in many respects tsking on the aoclal, economic and
governmental characteristics of the S5tates im which they are located. And when
we look at the Individual components comprising & metropolitan area-=the central
city on the one hand and its surrounding urban and rural communities ("outside
central city")--we find similar variety.

Diversity between the central city and its neighboring commemities im &
metropolitan area is oor necessarily undesirable per se. Indeed, some kinds of
intercompunity differences are desirable. Among them are the diversities arising
Erom varistions in castes and preferences of the local inhabitants: Hot all com-
munities prefer modern architecture; not all Like university environments; some
like parks while others prefer te replace them with buildings; not all want m-
geums and other cultural institutions.

Other kinds of diversity, however, are generally considered to be unde-
sirable: the clustering of low income families in cemtral eity (or rural) slums
in such & manner as o deprive them of the possibility of breaking out of a pove
erty environment; the resultant "building up" of certain costs and deficiencies

* Volume L, Chapeter 4.



or gaps in the provision of services which impinge om local governmemts; and the
uneven distribution of taxable resources and tax burdenms which further compoung
the govermmental problem. When these "undesirable" differences are critical,
with differential cffects wpom the ability of neighboring commmities to finance
governmental services, they become "fiscal disparities.”

& disparity must always be viewed in terms of the relative advantage of
one community over another. This can be illustrated by classifying commumities
within & metropolitan area on the basis of the manmer in which they bridge the
gap between revenue Tesources and expenditure requirementa. Using this response
test, all communities can be placed in one of five categories:

1. Highly disadvantaged--A commaumity that falls far short om

the public service side even though Lt makes an extraordi-
nary tax effart.

2. Disadvantaged--=A communicy that must make an extraordinary
tax effort to break even or provide an average level of
public service,

3. Balanced--A community that can bridge the gap between re=
gources and needs by providing an average or adequate lev=
el of service with an sversge tax rate effort.

4, Adventaged--A community that can provide & superior level
of service with an average tax burden.

5. Hi vantaged--A comminity that can provide = superior
level of service with a minimal tax efforc.

If most or all of the communities within metropolitan areas fell im the
"balanced" category there would be no cause for concern or need for State or
Hatiomal Government remedial or equalfzation actiom.

However, the analyses conducted by the Commission during 1966-67, in-
cluding in-depth case studies of 12 metropolitan areas, underscore the fact that
there are indeed fiscal disparities as betwegn the central ecity and its suburban
commmities, that meny of the largest central cities are im the "highl

wantaged" category, and that the extent of some of these disparities is growing.
In general we £ind:

# Much greater population growth in the suburbs than in the
central cities

® Many inscances of actual declipe in central city popula-
Llomn

® Increasing concentratfion of "high fiscal cost" citizens in
the central ciefes, reflecting:

- lower incomes in the central city relative to suburbs
® poor housing in the central city relative to suburbs

#® higher unemployment Iinm the central city relative to
suburbs



e A lower level of educational expenditure and a higher level
of noneducational expenditure in the central city=-i.e., the
"mmicipal oaverburden"

# Huch larger growth of per capita taxable resources in the
guburbs than in the central cities

- Indeed, many imstances of abasolute decline In ta=able Te-
sources in the cemtral cities

#  Much higher per caplta tax burdens relative to personal
income in the central cities than in the suburbs.

Looking to the future, the prospect in at least 10 of the 12 large
setropelitan centers subjected to intensive anelysis is for central clty expendi-
ture demands to exceed ylelds from existing revenue sources. As this develops,
continued steep increases im the local property tax and more intensive wtilizatiom
of nonproperty taxes will be required, aggravating the exodus of capital and upper
income tesidents from the central city to the suburba. Safeguarding the tradi-
tional role of the city as the cultural and commerciasl center of urban America
poses a formidable challenge at all levels of govermment, Omnly a forthright and
imaginative response by both public and private enterprise can meet this chal-
lenge.



Chapter 2

TOWARD CITY-SUBURBAN PARITY-FINDINGS
AND RECOMMENDATIONS

Uppermost in the mind and conscience of America today im the poverty and
social unrest in the large cities, The "crisis in the cities" is the most import=
ant domestic izsue of ouwr time. Tt is being discussed the lemgth and breadth of
our Hation--at the grass roots and in the halls of Congress. Proposed solutions
are coming from all directions; from private industry, from citizens' groups and
from goverameantal task Forces.

Thia study takes an analytic lock at one aspect of the wrban problem--
the flscal disparicies between central cities and their surrounding suburban com=
munities in the metropolitan areas. It has involved a detailed analyvais of the
Einapces of the central city government and the other local governments that serve
it in each of the 37 largest Standard Metropolitan Statistical Areas (5MSA'a).
These central city local finance aggregates were compared with their counterparts
in the remainder of the SMB5A. More detalled anelysis was applied in & dozen se-
lected metropolitan areas inm which local investigators conducted in-depth
studies.®

In the two decades since the end of World War II, we have witnessed a
transformation ia our urban way of life. In place of economically and socially
balamced cities, we now find in many of our metropolitan areas a set of lopsided
commnities. These consist of one or more "central cities" to which have migrated
an inordinate number of high cost citizens, surrounded by high, medium and low
lncome bedroom communities, plus industrial and commercial enclaves all with tax
bages that cannot be used effectively by the metropolitan community. Particular-
I¥ in the older metropolitan areas of the industrial Wortheast and Midwest, we
are confronted with a fiscal crisis not only in the major central city, but also
in some of its smaller neighboring commnities. The suburbs of 25 years ago are
now becoming satellite core cities with the characteristics of the large central
city., Suburbia continues to grow, leaving behind it a whole set of new problems
in deteriorating groups of "ceatral cities.”

The aggravation of fiscal disparities asong local governmental juriadie-
tione in metropolitan areas has ominous implications for the future economic and
soclal base of Americanm society and lts cities, It 1s apparent to the Commission
that many of the current 111s of our large cities are rooted in the increasing
eeonomic and fiscal disparities between central cities and suburba. The gap
between the have and have-mot Jurisdictions in the metropolitan areas is great

% See Appendix B for & detailled description of the methodology. The individual
case studies appear in Appendix D.



and widening rapidly. Each new economic or soclal set-back triggers increased
migration of higher income residents into more affluent and protected areas.
Fayrolls diminish, businesses move, tax rolls shrink and property values decline,
Foverty begets poverty, and economic and social losses climb.

MAJOR FINDINGS

The Commission's detailed analysis of the social, economfic and fiscal
disparities between the metropolitan central cities and their surrounding suburb-
an communities reveals that:

1. Regardless of the lewel of the analysis, national totals or individ-
ual area, there is & growing concentration of the "high cost" citizen in the cen-
tral city. There is every reascn to believe this trend will contioue. The con-
centration of high cost citizens in the central city {8 dramatically underscored
by public welfare statistics. For example, 27 percent of Maryland's population
i5 located in Baltimors, vet 71 percent of Maryland's AFDC case load is to be
found in that city. By the same token, Boston, with 14 percent of Massachusetts'
population, asccounts for 38 percent of that State's AFDC case load.

2, ‘The paradox of the poverty im the midst of plenty emerges moat strik-
ingly in the central cities of the large metropolitan aress--and especially in the
older central cities of the industrial Mortheast and Midwest, The decline in ab-
golute powerty and increase in absolute affluence s overshadowed by the economic
disparities between the large central cities and their suburba,

3., The large central cities are in the throes of a deepening fiscal
crigis. On the one hand, they are confronted with the need to satisfy rapidly
growing expenditure requirements triggered by the rising number of "high cost™
cltizens. On the other hand, thelr tax resources are growing at a decreasing
rate {and in some cases actually declining), & reflection of the exodus of middle
and high income families and business firms from the central city to suburbia.

4. A clear disparity in tax burden 13 evident betwesn central city and
outside central city. Local taxes in the central cities average 7.0 percent of
the personal income of thelr residents; cutside the central cities they equal onl
5.8 petcent of income. Higher central city taxes are reinforcing the other fac-
tors that are pushing upper income Eamilies and busipess firms out of the central
clity into suburbia,

5. The central cities increased their relative tax effort during & pe-
tiod when their property tax base either showed a deceleration in the rate of
Erowth, or an absolute decline. The observed changes reflected either increases
in property tax rates, introduction of local nomproperty taxes (especially io the
case of municipal governments), or, most generally, a combination of the twoe. The
central city tax development contrasts sharply with treads on the cutside where

high ilncome and 8 continpuwation of the growth of the property tax base mitigated
tax pressures.

G. On the educatiomal or "developmweatal" front, the central cltles are
falling farther behind their suburban neighbors with each passing year. In 1957
the per pupll expenditures in the 37 metropolitan areas favored the central city




8lightly-=53312 to $303 for the suburbanm jurisdictions. By 1965, the suburban
jurisdictions had forged far ahead==§574 to 5449 for the central cities, This
growing disparity between the central cicy and suburban school districts takea on
8 more ominous character in light of the fact that the central city school dis-
tricts must carry & disproporticnately heavy share of the educational burden--the
task of educating an increaeing oumber of "high cost" underprivileged children.
Children who need educatisn the most are receiving the least !

7. To make matters worse, State aid to school districts actually aggra-
vates this situation by favoring the rural and suburban districts.

B. On the ounicipal service or custodial front, the presence of "high
copt" citizena, greater population density and the need to service commuters
force central citiee to spend far more than most of their suburbam meighbars far
police and fire protection and sapitation services. The 37 largest central eities
bad & moneducational (municipal) outlay of $232 per capita im 1965--5100 greater
than their suburban counterparts,

9. 0Of growing significapnce are the fiscal disparities smong rich and
poor suburban commuinities in many of the metvopoliten areas--disparities that of-
ten are even moreé dramatic than those observed between central cities sod suburbia
in general. Many of the older suburban communities are taking om the physical,
social and economic characteristics of the central city. This type of community
ls especially vulnerable to fiscal distress because 1t lacks the diversified tax
base that has enabled the central clity to absork some of the impast of extracc-
dinary expenditore demands.

It is true, indeed, that America’s great urban areas contaln both most
of the country's wealth and most of its social and economic problems. The 228
Standard Metropolitan Areas in the United States account for:

s 65 percent of the population

# At least three-gquarters of Federal personal income tax
cellections

e 70 percent of taxable assessed valuation
e 80 percent of bank checking acecounts
ALSD acesunt for:
® Most of the Nation's poverty:
& Most of the Wation's crime snd delinguency!

& Most of the Hation's current dissatisfaccion, disarrvay and
civil disorder:

One get of jurisdictions (usually the central city) has the problems and
the other set of jurisdictions [usually the suburbs) has the resources. But it
is 1 ssible in most areas, due to State laws and political boundaries, to apply
nreuuiEE FESOUTCES Lo ATEAWLOE EEuElema. We are challenged to develop ways to
deploy resources Lrom where they are to where the problems exist,




The studies of the tax rescurces sad public expenditure requirements of
Metropolitan America just finished by the Commission all point to the same imes-
capable conclusion:

Bepardless of actions taken by the public sector to comtrol riots, re-
gardless of actions taken by the private sector to protect or lncrease economic

investment and opportunity and regardless of efforts by private and public enter-
prise together in combating poverty and disease among low income residente of

central cities or depressed suburban areas, State, local and Federal legielative
dction 15 necessary and urgent to Erinﬁ_fiacal needs and TesoUTCes of ouf urban
Eovernments into EELter Ealan:e.

RECOMMENDATIONS

One key to the solution of mamy of the fiscal disparity problems in the
metpopolitan aress lies im & recognition and assumption of proper responsibility
by the governments of the several States. The States have broad taxing jurisdie-
tion, would they but use it, to begin to correct the maldistribution of fiscal
resoutces in the metropolitan areas and to provide for an approprimte "mix" of
public services in accordance with the needs that are generated by the social and
economie disparities between the central city and the suburbs. Indeed, some
States are taking some highly courageous steps in this direction.

From its very inception, thie Commission bas emphasized the indiespensable
tole of State goveroment in our federal aystem as the balance-wheel between the
Wational Goveroment and the local governments in the provision of domestic govw-
erpmental services, We have emphasized that only through State legislative and
congstlitutional action can local govermments be made wiable. Only the States can
provide the necessary organizational framewsrk and the statutery mandate te
strengthen the property tax so that L& ecan be used most effectively as a produc-
tive and equitable revenue source. Only the States can authorize the localities
to levy nonproperty [axes.

Without question, the States recognize the statewide and the nationwide
concern with the "metropolitan problem."” Without question, the States recognize
that their responsibility extends far beyond that of sending in the National
Cuard to quell riots. Statements by Governors, individually and collectively, at-
test to this. Legislative debate, both im the State capitals and in Congress add
further testament. But when these debates turn te the question of fiscal solu-
tions, they lead almost invariably to the U.3. Treasucy,

Yet, many States have unused tax potential they can apply toward amélio-
rating the metropolitan disparities within their owm borders, How far the States
can go in thies direction, and what the National Government can do to bolster their
efforts, have been examined in Volume 1, Here the focus of our attention ia the
metropolitan ares per se--what can be done with the rescurces within the metro-
palitan area borders

Some of the proposals we now examine are controveregial. They might be
sajld to have omly modest political feasibllity under hitherto prevalling clrocum-
stances and attitudes. However,; the time for palliatives is fast fading and the
time for resolute action is here. The Unived Seaves simply can no longer afford




the economic and social erosionm now destroying the very foundations of our urban
gociety. =

The first four propesals deal with financing and other ar-
rangements relating to public education in metropolitan
areas. Commission concern with an areawide approach to the
financing of urban educaticon atems from the fact that con-
timiied figcal support of this eritical Function on an in-
dividualized jurisdictions]l basis can only produce further
deterioration of educational opportunity in most core cities
and some euburba,

# Jnother five proposals are directed toward a reduction of
fragmentation of the local and metropolitan tax base, the
establishment of neighborhood povermmental and setwice im-
stitutions and the strengthening of local government capa-
bility te deal with Federal and State grant programs,

% {One proposal wurges the removal of constitutional and statu-
tory barriers that prevent State and local governments from
joining with private enterprise in mounting efforts to meet
the urban economic and fiscal crisis.

® The final three recommendations deal with ways of improving
urban income and social statistics and of developing com-
parative performance standarde for wrban governmental
funcrions.

In _the Commission's wiew, these measures are urgent and vitally necessary
if restoration of our metropolltan arteas to Fiacal EEuTtE is to hciin and if a
Elimmer of hope is to penetrate the deep dihgair and discouragement afflicting
the officialdom and the citizenry of America's great sunicipalities,

Broadening the Metropolitan Area Tax and Service
Base for Major Public Functions

Fragmentation of the property tax base im the metropolitan areas results
in 4 gross maldistribution of this primary source of local government revenue.
Our detailed analysis of the metropolictan tax base indicates a deceleration of
growth, and in sose instances an absolute decline, of taxable wvalues in the cen-
tral city at the same time chat such values grow apace in the suburbap communi-
ties. 1In some central cities tax burdens have become intolerable as their gow-
eroments struggle to finance the additional service needs generated by the "high
cost citizency" they have attracted., Surrounded by opulence in thelr suburbs,
the central cities have no way to tap these resources, which often lie fallow in
commercial and [ndustrial enclsves and in high income bedroom communicies.

Broadeaing the spatial dimensicns of the tax base makes possible an ex-
pangion of the pubklic service ares to assure more effective utilization of re-
gources, This can be particularly effective in the f£ield of education but is ap-
plicable ae well to air and water pollution, mase transit and simd lar public needs
with abvious areawide implications. Previously this Commission has recosmended



the establishment of metropolitsm service corperations with authority to levy
taxes and service charges In order to provide such areswide services. The fol-
lowing recommendations go beyond this and call for areswide financing of certain
services to help the central city meet the extraordinary demands on its deterio-
rating resources. In other respects the following proposals are modest; they do
not suggest areawide administration--rather, they preserve local and neighborhood
control of the operation of public services,

Establishing an Areawide Bchool Tax Base—
Recommendation No. 1

The Commission recomends rhe engcement of State legjﬁiatinn!

preceded by constitutional smendment where necessary, estab-

ltahiuﬁ or authorizing an appropriate State agency to mandate

the establishment of county or regional school property tax-

ing districts; this is suggested for those States whers school

financing has not already been placed on a countywide or Te-

gional basis.®%

Dwverwhe lming evidence in this report points to an accelerating erosion
of school finances and school facilities in major parts of many of our metropoli=-
tan arcas, The gap between per pupil expenditures in the suburbs and the central
cities is widening rapidly. Most observers of today's urban America agree that
inadequate and deteriorating education i3 a paramount problem im the central city
ghetto, To halt and reverse this process we must begin finamcing our schools
from a tax base broader than that of the individual political jurisdiction. State
ald can and should be increased and equalization features improwved; Federal aid
should and no doubt will be increased. MHowewver, Lf the fabric of the American
federal system of government is to be preserved, our metropolitan communities,
which are becoming increasingly intérdependent economically, must sdjust to more
of an areawide approach to the financing of public services, especially education
which trainsg much of the future manpower supply of the srea as a whole,

1f the exodus of high and middle income people fcom the central cities
is to be slowed, then the schools in these cities must become places to be proud
of rather than places to flee from. The Cosmission appreciates the emotional
attachments and attractlions surrounding the "meighborhood school." Opinion varies
on the extent to which actual mergera or consolidations of school disteicta or
physical transfers of pupils should be attespted in order to secure raclal mizing.
That fssue is not basic, however, to our comcern in this report with drascie

*  Governor Rockefeller dissents from this vecommendation and staces that: "The
recommendatlon fails to give sufficient recognition to the fact that, in some
States, a State mandate might mot be the most practical samd effective means of ac-
complishing the objective of reducing disparities in educaticonal financing."



improvements in intergovermmental fiscal arrangements, While not necessarily em=
bracing all the connotations that surround the “neighborhood school,” the fore-
going recommendation can accomplish much in the way of increased fiscal support
of the schools in greatest need while keeping school policy and school adminis-
tration oriented to individual units of loeal general government or {ndependent
school distriects. TIts objective ia to place school financing on an areawide basis
by tapping the wealth and rescources of the whole metropolitan area to epable Ei-
nancial resources available for public schonls to be concentrated in the areas
with the greatest educational needs,

We limit this recommendatisn to the property tax to retsin in general
the present primary reliance of local school fipancing on this source. An area-
wide property tax presents fewer compliance problems than sales or income taxes
and since it would be levied and collected by an areawide agency=-and to be ef-
fective it must be based uwpon a State-equalized assessmente-=most of the interlo-
cal disparities in assessment and rates would be peutralized., Furthermore, in
most States 4 considerable portion of school revenues is provided by State aid,
which originates almost eotirely in nonproperty taxes,

The organizational details, such as the composition of the board of di-
rectors or the manner of selecting board members, would have to be spelled out im
the enabling State legislation., In general, board members showld be representa-
tive of the areawlde population. Members could be either appointed by the indiv-
idual school boards or elected from districts with substantially equal popula-
ticns, or a4 combination of these methods.

In Herth Carolina the State gpovermment finances wirtually the full cost
of gperating elementary and secondary achools, and capital cutlay is financed
lecally. In such cases, the State can teke direct actiom to help meet the higher
cost of educating disadvantaged children by channeling additional Funds to the
localities where they live via the State formula for allpcating school monies.

Authorizing and Encouraging Areawide Use of Specialized
Educational Facilities—Recommendation No. 2

The En:-mi;[_i-bﬂ reciomnends E]'u: enactmenk af EE:EE Iﬂi.]!atiunl

TR T itukional smendment where necegs uthor-

iging the cstablishment by the State educational agency of edu-

cational facilities designed to make available on a sulci-

district basis a spgeialized educational :.E.Eabiliig. !.'nl.‘_lm:li.'ng
special personnel, to the children of the districts involwed.

The Commission further recomsends that State povernments pro=

yide appropriate flmancial incentives for the cr ion of such

led-d rict facilities
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The quality of education is often directly commensurate with specializa-
tion of teaching and asepciated perseapmel. Specialization of both persopnel and
curriculum, in turn, ace directly related to the economies of scale attainable by
the school system. A system or distriet servinmg a small populatiom will not have
a sufficient number of puplls entolled in any one vocationsl tralning or college
preparatory program to justify the cost of providing speclalized teachers or sep-
arate classes for them, When the unit costs of specialized education are prohi-
bitive the small district can offer only general common-denominstor programs that
do not adequately prepare its graduates for employment or further education; the
physically and mentally handicapped are virtually abandoned.

The use of multi=district Eacilities or "educational parks" enables a
group of school districts to give their children access to speclalized educational
equipment and personnel at reasonable cost. IE restricted teo the finsncial capa-
bilities of individual districts, such facilities are overly expensive for the
wealthier districts and totally out of the reach of the poorer districts.

Here again the Commission 1is eaware of racial and other social aapects of
gchool consolidation in the uee of educational packs. We believe it necessary at
the very minisum that school districts in metropolitan areas be provided with suf-
ficient flexibility to permit voluntary artangements for the construction and
utilization of specialized educational facilities, because such arvangements will

tend to lessen the educational gap between the advantaged and disadvantaged
childeen,

It ia desirable that State governments assist in the provision of spe-
cialized facilities through finapcial incentive grants thereby helping to bring
these facilities within the teach of a greater oumber of childeen from the poorer
digtrices.

Federal Govemment Encouragement and Assistance for
Metropolitan Educational Arrangements—
Recommendation No. 3

The E;ﬂmisuinn IEME! l:.hE gmen-h.:‘nl: af the Elementary and
Eecondary Educacion Ace of 1% authorize Federal incenbive

grants to State and metropolitan educational agencies for the

esCablishment of (a) coun or regional school xi districts

(b} specialized wmulti-district facilities as recommended herein

or (e)] orher areawide sducationsl arrangements o sssist in

egualizing fiscal resources with educational meeds throughout

the area.”

*  Congressman Fountailn does not concur in this recommendation.
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Current Federal policy governing financial aesistance to States and lo-
calities in the field of elementary and secondary education is based upon the
utilization of such aid to the greatest extent possible in improwing the quality
of education for economically and calturally disadvantaged children. However,
current Federal progrems conducted pursuant to the Elementary and Secondary Edu-
cation Act have no impact or influence upon actions which States and localities
may take in narrowing or widening disparicvies in the local tax bases supporting
public education. The Commigsion believes that the education of low income chil-
dren would be further improved and the objectives of Federal educational aid leg-
islation enhanced if incentive grants were provided in those cases where the
State or local educational agencies join in expanding the geographical jurisdie-
tion of the school system 50 as to make scarce educational capabilities acces-
gible to lacger oumbers of children from lower income families.

We have considered the objections toe this proposal on the grounds that
innovative metropolitan educational arrangements must be worked out within the
context of varying State-local administrative and fiscal relationships and there-
fore should not be complicated by Federal incentive grants. However, we believe
that since the purpose of ESEA grants is to improve the guality of education for
disadvantaged children, the primary focus should be on fully funding the Elemen-
tary and Secondary School Act and on developing State ald formulas that refleet
the higher cost of educating such youngatera.

Changes in State School Aid Formulas To Reduce
Eduacational Disparities-=Recommendation No. 4

The Commlssion recommends that States add to theilr school aid

formulas appropriate factors reflecting higher costs per pupil

among disadventaged as compared to advantaged children, espe=
elally in areas of high population density. The Commizaion
furcther recommends the amendment of rhe Elementaty and Secomdary

tiom Act of 1 to authorize the upilizaci of othervise

availghl deral Fundas for ine ive grantd Lo ates that make

511 rTevisions i heir school aid formalas.

We are agreed that the economic well being of the individual is coday
largely shaped by the level of his educational attaimment. The intensity of this
direct relationship increases commensurtdately with the ioncreasing complexity of
our technologies snd our sceiery. It s critically important, therefore, te ia-
sure that the State financial contribution 15 geared to equalizing educational
opportunity by bringing fiscal capabilities and needs into close alignment.

It f& widely recognized asnd documented that the per pupil cost of provid-
ing “adequate” education te children in slum areas is considerably higher than
the cost of providing an equally "adeguate” education to the children of middle
or higher income families. Several factors centribute to these higher costs:

12



(a8} a need for smaller classes in order to give more personalized attention; (b)
a need for more remedial classes and (e) the desirability of keeping schools open
evenings, weekends and summers to provide both "eateh up" snd enrfchment instruc-
tion. In short, the school must provide additional atténtion to compensate paE-
tially for serious inadequacies in the home envirooment.

While many State aid formilas recognizme differences in the fiscal capac-
ities of school districts (usually measured by assessed valuwation of property)
and their relative tax efforts (usually measured by the effective property rax
tate), few States, if any, take adequate account of the "third part of the egua-
tion"--pamely, the higher cost of educating the disadvantaged child.

Im & previous repurtlf* the Commission has suggested a thoroughgeing re-
ewaluarion of State educational sid formulas in order te veduge educational dis-
parities between central cities and suburban jurisdictions. In draft legislation
to carry out this recommendation, the Commdssion has suggested that as a precondi-
tion for their aid the States require the "basic" school tax rate to be applied
against all property throughout the metropoliten area with any excess of collec-
tions per pupil over & designated eamount to be redistributed among the poorer
districts within the metropolitan area. Each school district would be free to
supplement the "basic" school rate if it elected to augment the Einancial re-
sources provided for its own school program.l

The underlying purpose of the Elementsry and Secondary Education Act is
to provide additicnal support for educating disadvantaged children. The Commis-
sion believea that the amendment of that legislation to provide incentive payments
to those States adepting such equalization formulas, would clearly enlarge the
total amount of funds consigned to equalization purpeses and stimulate more prompt
State actlion im this critical area.

Lo¢al Governmental Stnaclire and Functions

The structure and financing of local government im the Unilted States
today i3 characterized by a bewildering array of local govermment units and tax-
ing jurisdietions, especially in the metropolitan areas. Tnnumerable studies, in-
cluding those of this Commisgion beginning in 1961, have deplored this muletiplic-
ity and fragmentation. Some recent studies, lncluding that of the Cosmittes for
Economic Development entitled "Modernizing Local Government,” have called for a
drastic reduction in the aumber of local jurisdictions particularly in and around
the large metropolitan centers. Two points merit emphasis, however. First, mul-
tiplieity of local government is a price American citizens and taxpayers are pay-
ing for the privilege of "local home rule." Secondly, it is much easier to de-
plore "fragmentation of local government™ than to propose specific meaningful,
equitable and feasible remediee. In an earlier report, this Commission has sug-

gested increased State control over new incorporations and increased State and
local control over the formation of speeial diseriets.3/

*  Sge Appendixz C for numbered textual footnote references.
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A modest number of State statutory enactments along the lines of these
Commiss fon recommendations can be veported. Their intent, however, is Lo prevent
further detericration, whereas our present findings leave no doubt that unlesas
the mecropolitan tax base is consolidated at least to some degree and further
fragmentacion ie prevented, it is but a question of time before some of our great
central cities detericrate inte ecomnomie graveyards.

Control Over Further Fragmentation of the Metropolitan
Tax Bage-Recommendation No. 5

The Commigsion recommends the enactment of State legislatiom

empowering a State agency--or a local agency formation commis-

gion--to (a) order the dissolution or comsolidation of local

units of government within metropolitan areas and (b) enjoin

the use of an interlocal contract within the metropolitan area

when it is found to promote fractiopalization of the tax base

without overriding compensating advantages; these actions should

be taken purswant to specific statutory stapdards, with sdequate
= & s
public notice and hearings, and subfect to judicigl rewiew.

The Commission further recommends the amendment of formulas pro-

viding State aid to lﬂ:aIAEPvurqggntu 86 a8 to eliminate or re-

duce aid allotments to small units of local goverament not meet-

ing statutory standards of economic, geographic and political

viability.® yRe

The Commission believes that the States can and must come to grips im &
realistic courageous fashion with problems of local government organization and
gtructure in the setropolitan areas. Either of two principal approaches prowides
the State with machinery to exercise surveillance gver local government boundary
adjustments, incorporation and annexations--the State boundary review commission

% Governor Bhodes does not concwTr im this recommendation.

e  Covernor Rockefeller dissents from this recommendation and states that:

"While agreeing with the intent of the reccemendatiom, it does not give sufficient
recognition to the variocus types of steps that can be taken by a State which has

& atrong home rule tradition to accomplish the chjective.™
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approach as it operates in Minnesota and the local agency formation commission ap-
proach in California. The Commlsslon proposes to each of the urban States that

it move through either of these channels to effect a reasonable reduction in the
number of fragments into which the metropolitan tax base is now carved. This re-
gquires the State legislature to establish standards of economic, gecgraphic and
political viability for local governments. This Commission identified some of

the fackore to be considered in evalusting viability im 1962: 4/

® Local govermments should have broad encugh jurisdiction to
cope pdegquately with the forces that create the problems
which the eitizens expect them to handlej

# Local governments should be able to raise adeguate revenues
and do Lt equitably;

# There should be flexibility to adjust governmental boundaries;

# Local govermments should be organized as general-purpose rath=
er than single-purpose governments;

¢ Local govermment arcas should be adequate to permic them to
take advantage of the economies of scale; and

# Local goverrments should be accesgible po and controllable by
the people.

After the State leglislature has established appropriate standards, the
State or local regulatory agency should examine closely those units of local gows-
ernment that appear to be least viable under the terms of the statute. After ade-
quate public hearings apd discussions, the 3tate or local review agency should be
empowered to mandate the dissolution of some of the least justified units by con-
solidation of otherwise, This procedure would expose the more obvicus enclaves
and tax havens to public scrutiny and provide a basis for meaningful action.

Although this Commission has urged consistently the authorization and
use of the interlocal contracting device as & means of effectively providing pub-
lic spervices in metropolitan and rural areas, we recognize that under certain
conditions such contracts can only further fragment unhnecessarily the metropolitan
tax bage, The presence of nonviable "paper" communities, incofporated under high-
ly permissive State legislation and sustaimed by interlocal centracting arrange-
ments, undoubtedly creates additionasl extremes of figcal capacity of incapacity
within certain urban areas. The 5tate or local agencies referred to in the fores
going proposal shouwld hewve authority, in the absence of overriding compensating
advantages, to enjoln the execution of an interlocal contract that fragments the
tax base or otherwise is prejudicial to the publie interest.

During the past 25 years, many States have encouraged che consolidation
of school districte by various means, often using State ald as a persuvasive lever
to this end. Differemt States have followed different techniques, but in general
State school aid policies have provided financial incentives for comsolidation
and have exdcted [inancial penalties for retention of districts too small to per=
form the educational function effectively. These State policies have reduced the
mumber of achool diserices by aa percent-=from 109,000 to EE*DﬂD in 2% years.

In light of this spectacular progresa, it is fronic that State aid poli-
cles have often operated in the opposite direction with respect to units of
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general local govermment and noneducational special districts., They have encour=
sged the multiplication of local govermment wnlts in and around the large metro=-
politsn areas. States, for example, share income tax revenuwe with local govern-
ments of authorize locsl governments to fmpose income taxes solely on the basis
of residence. Higher income citizems In such cases are given a tax incentive to
leave the central city and o lmeorporate a suburban enclave to qualify for a
ghare of the income tax collections. Where local supplements to State sales
taxes are distributed on the basis of collections, there is a tendency to stimu-
late new Incorporations whether of not the resulting wnit hinders effective gow-
ermment in general and handicaps the equitable financeing of governmental services
im the metropolliean areas.

The Commission believes that State aid formulas should carry disincen-
tives for the creation or continuation of small units of local government inm
métropolitan areas, We recognize the adverse impact on the buresucracies of the
governmental units affected, Howewer, if the jurisdicticnal morass characteristic
of many of the Wation's large metropolitan areas is to be improved and prevented
from growing worse, the States will have to exercise & degres of leadership and
coutrage compatable to that exhibited with regard to the school district problem.
The genetal public and local school officials have responded, albeit with some
teluctance, to State leadership respecting the achools. We bBelleve that fivm but
considerate State actlon would &licit & comparable response from officials of
general local government.

Establishing Neighborhood Bubunits of Govemment
in Large Central Cities—Recommendation No. &

The Commission recommends the enactment of State legislation

aiithorizing large cities and county governsments in setropolitan

areds to establish neiﬁhhul;hnnd subunits of government with

limited powers of taxation and of local self-government with re-

Spect to specified and reastricted functions including the ad-

mipiegtratlion of apecified portione of Federal, State and local

programs. Such subymits wonld be dissoluble by the city or

counky gowverning body at any time. ¥ **

* Governoy Bhodes does not eonéur in this recommendation.

W&  Governor Kogkefeller dissents from this recommendacion and states: "'While
agreeing with the goals of encouraging neighborhood indtiacdwve, I dissent from
the recommendation because of the speclific mechanisms included which do not ap-
pear to be necessarily the most effective way te achieve the objective."
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As the Nation has debated the "crisis in the cities," a growing body of
opinion has pointed to the need for a greater "involvesent” of the neighborhood
within the large city. The complaint is frequently voiced that the distance be-
tween the neighborhood and the city hall or the county building has leagthened
continually until the distance is figuratively one of light-years rather than
blocks or miles.

The "maximum feasible participatiocn of the poor” or the establishment of
"neighborhood centers"” may not be a panacea for all the social ills of our large,
impersonal elties, but they can be constructively uwseful under certain clrcums
stances. The Commission consistently has favored maximum flexibllity in State
lagislation governing the organization, structure and financing of local govern-
ment, In 1961 we urged the States to provide "an arsenal of weapons" to enable
local governments and citiZene in metropoliten areas to exerclse some options in
arranging and paylng for desired and required public services.3

Much can be said for the need to stimulate individual neighborhoods inta
programs of neighborhood improvement and self-improvement. City governments
should be authorized--pot required--to create neighborhood subunits of government
with election of the local leadership and limited powers of taxation such as a
fractional millage on the property tax to be collected by the city or county as a
part of the property tax bill and returned to the meighborhood for use as its
governing body determines. Per capita taxatiom or periodic neighborhood assocla=
tion "dues" might be suthorized.

The enabling State legislation should make it ¢lear that such subunits
ag may ke ecreated by the city or county may be digsslved by them at will, The
purpose here is to permit the creation of subunits of existing local governments--
oot the creation of new local units., It is not our intention to suggest a further
fragmentation in local government structure in metropolitan areas but rather to
make 1tiﬁnﬂlihle for existing large wnits of local goverpment to harpess, through
the neighborhood subgovernment process, some of the ressurces and sspirations of
its inner communities. The Commission i aware that this proposal will not draw
high marks from purists in the fields of political science or public finance.
However, in this time of crisis, change and challenge in our congested urban
areas, political lesdership at the State and local levels should net shrionk from
exparimentation but be ever ready to seek more effective institutional arrange-
mentd to encourage the sctive participation of citizene in the affairs of their
nelghborhood and their local units of government,
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Establishing Neighborhood Information Centers
and Refertal Services—Recommendation No. T

The Commission recommends the enactment of State enabling lepis-

lation where necessary and action by city governments to estab-

lish apd finance nz{EhEurhaud information centers and referral

services to orient residents and migrants to the demands and

responeibilities of an urbap society and to assist them in meet-

ing immediate social and cconomic Aeeds. The Commdssion also

recommends the inclusion in State enabling legislation of fis-

cal support for such centers. The Commiesion further recommends

that Federal agencies providing assistsnce in city rebullding

snd in combating poverty encourage the use of grant fumds for
Eﬂtﬂbllﬂ:hiﬂg and manning these centérs. Congress should pro-
wide incentives to States and communities to encourage them o

do this, not throu EEpacate new programs, but by amending

pertinent existing grants to permit Federsl grant funds co be

used im thls manner.

The problems of coplng with wrban life may be wnmanageable for the mi-
grant from a cotton farm or Appalachia, or Puerto Rleo, or for one who i native
to a ghetto., He may need employment, or health services, or shoes for the chil-
dren, or all of these and more. These and other services may well be available
to him if he only knew where. Ewven Iif he s aware that a social service agency
will help him or that there is some government office he can go to, he miy not
know which one to seek owt, Or, he may be told that he lives in the wrong arvea,
ot he doesn't meet the qualificetions for help, or the agency he calls doesn't
offer that service, and he gives up. These roadblocks, particularly to one who
i& uwnaccustomed to complicated wrbap life, may be overwhe lming.

An imformation and veferral service, located in the neighborhocd and
gtafled with people who are acguainted with the whole range of public and private
programs avai lable ko digadvantaged and bewi ldered citizeng; can help orient them
to the demands and responsibilities of urban living, while at the seme time help-
ing them to meet their imediste economic needs. Experience with existing nelgh-
borhood centers in certain cities has demonstrated their wtllity.
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Local Coordination of Grant Programs—
Recommendation No. 8

In order to improve the fiacal and program coordination of Fed-

eral and State categorical grants going to county and city gov-

ernments the Comtission recommends that the counties and clties

themse lves provide adequate funds and seaff for this purpose;

the Commigsion opposes the uee of Federal and State grant funds

to provide ataff or facilities for the immediate office of the

Mayor or county executive.

Since World War IT, the growth of dirvect relations between the Federal
Government and cities, eounties and ather unics of local governments has been of
increasing concern to State governors, legislators and administrators. The ten-
dency of Federal agencies and local governments to "by-pass" the States, it is
argued, weakens State responsibility [or coordinating areawide programs. On the
cther hand, the Coogress and local governments, especially the larger cicies, have
contended that State insction should not deprive a local goveroment of Federal
afd, Lf the loecal grant applliecation meeta all Federal requirements.

In order for the States to assume their proper responsibilities for as-
sisting and faciltitating urban development, the Commission recommended 1o 19645
that Federal grants-in-aid to local governments for urban development be channeled
through the States in cases where & State (a) provides appropriate administrative
machinery to carry out relevant responsibilities, and (b) provides significant
financial contributions, and when appropriate, techaical asaistance ta the local
governments concerned.

Fortunmately, at both the State and Federal levels, considerable agree-
ment has been deve loping to the effect that if a Stete goverament desires to as-
sert fully its responsibilities in & federally aided local activity with funds
and administrative machinery, then the relationship should be primarily Federal-
State in character. A consensus is beginning to emerge among State officials
that {f the State chooses to remain aloof from problems toward which the Federal
ald is directed, then local units should be free to participate in the Federal
program and to deal directly with Federal agencies copcermed,

Wholesale invelvement and participation by most of the States im the
functions of urban government continues to be the exception rather than the rule,
At present, 37 States are assisting financially im the Federal airport construc-
tion program, aond 20 ate participating financially in building local sewage
treatment facilities. However, only 11 are assisting financially in prfograms of
urban renewal; 10 im wrban maes transporcation; and & inm local hospital and medi-
cal facilities construction. One of the crucial questlons regarding the crisis
in the cities--indesd in American federalism--is whether the States will forfeit
their responsibllity for financing major urban services to the Hational
Goveroment.
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State and Federal fundas have been made available to local government
agencies both for the provision of specified urban services to the public and for
agency overhead costs. Thus, many local functional departments and agencies have
grown in sige, expertise and independence.

In all of this, however, little attention oF money has been devoted at
any level of government to the support or improvement of the central mschipnery of
local gowvernment. The capacity of the responsible local chief executives to deal
with the increasing multiplicity of Federal and other programs has been almost
totally neglectad. Mayors and county officials are today faced with a prolifera-
tion and growth in the activities of their governments, tapid changes in services
and responsibilities, & burgeoning of some of their orgenizational units and
grudging recognitiom by local legislative bodies of the problems they face in
putting all the pieces together,

The Commission believes it i3 urgent and necessary that mayors' and
county executives' offices be provided wich faeilities and staff to effectuate
fiescal and program coordination. The Commission 18 of the opinion, further, that
the financial support for these activities should come from local sources. Such
a prograse--if widely adopted and adequately funded--would be another effective
way for the localities to demonstrate genuwine commitment and concern for putting
their own administrative house in order,

Changes in Federal Financial Assistance for Urban
Information Centers—Recommendation No. 8

The Commission recommends that Congress amend Title IX of F,L,

89-734 to remove the population celling on local goveraments

gerved by State information centers.

In its comnslderation of the Demonstration Cltles and Hetropolitan Devel-
opment Act of 1966, the Congress had before 1t the propesal that the Pederal Gow-
ernment assist the States and metropolitan avea sgencies in establishing and ep-
erating urban information and technical assistance programs. The Congress voted
to authorize assistance to the States to make avallable informaticn and data en
urban needs and programs, and to provide technical assistance to their small com-
munities. A small commnity was defined as one with a population of less than
100,000, This State program is getting off to a satisfactory start but the Com-
miggion believes that simllar aséistance should be provided to all communities
regardless of population.

The maze of categorical assistance programs, offered by Federal depatrt-
menta and agencfes with differing purposes and methoeds of cperatien, has often
proved baffling to panstrate. A mere catalog of the programs is of wery limited
assistance because of the complexity of matching needs to specific programs.
This information gap--as well as the need for technical assistance--are hurdles
that all logcal governments must surmount.
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State Constitational and Statutory Action To Encourage the
Use of Private Enterprise in Coping with Urban Problems—
Recommendation No. 10

The Comnission recommends that each of the industrial or highly

urbanized States remove existing constitutional and statutory

barriers to involvement of private enterprise in efforts direct-

ed toward enlarging and revitalizing the econouic 4nd figcal

base of their major cities, and that after such action take

positive steps to eshance private-public cogperation in these

endeavors.

During the past few years greatly increased attention has been directed,
both in Congress and in the Federsl Executive Branch, to waye by which the Fader-
al Goverament and private enterprise might more effectively cooperate in meeting
the erises im the Mation's cities, This attention has been prompted by the grow-
ing realizatisn that mo one level of government--nor even all segments of the
public sector working in concerc--can cope with manifold problems confronting
local govermments Ln our metropolitan areas,

In appreciation of this situation, this Commission was amopg the first
to urge the use of rent supplements as an additional device for meeting the prob=
lems of adequate shelter for low-income fami 1ies, 6/ Currently, many proposals
are being discussed and others are in the meking for new types of business-Federal
Government partnership arrangements £or the rebullding of the cities.

The Commission deems it necessary to depart at this point from the pri-
marily filscal nature of this report to urge State Governors and legislators to
search for ways im which private enterprise might be drawn motre effectively into
State-local efforts to ameliorate urban problems, The Commission makes this de-
pacture because its State- logal membership places it in & position to recommend
to and communicate freely and continupusly with the States and the localities,
and because most of the proposals now before the public dnvolve private-Federal
cooperation but ignore comparable opportunities open to 3tate and local
Eovernments.

The Commission hae no specific proposals for State-private ceooperation
that might be authorized by constitutional or statutory chaage but is confideat
that many potentialities exist. & nusmber of State constitutions, for example,
contain provisions prohibiting the use of the State's credit in private under-
takings, The Wew York State Constitutional Convention proposed new language in
this regard that would have enabled the State to participate with the private sec-
tor im urban rebuilding, had the proposed Constitution been adopted,

Some Stage and local tax policies may affect the incentive to replace
obsolete structures, maintain living quarters and generally rehabilitate and up-
grade mighbﬂrhmda. State and local tax policies may also affect land use and
subdivision development in urbam areas. Moresver, cooperative efforts between
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State and local agencies and private enterprise can assist in providing training
for wmskilled peﬂplc and 5uBSEQunnL1y affﬂrding them employment opportunities.

To put it another way, with the increasing responsibility that govern-
ment at all levelzs s having to face In combating poverty, crime, delinguency and
inadequate education in the metropolitan areas, State constitutioms and statutes
need to be reexamined te (a) identify barriers to public-private cooperacfiom; (b)
evaluate the reasons for the barviers; and (c) unless compelling reasoms to the
contrary are found, remove or lower them.

Improvements in Ecomomic and Social Data

Time and agalin in the couree of ite wvarious studies of the fiscal and
structural interrelationships among Wetlomal, State and local govermments, this
Commisslion has encountered data gaps and has recommended that something be done
about them. Together with othera, we have pointed up the urgent need for more
up=to-date detailed informatlon on population and howsing than is afforded by the
Decennial Census. Our present study of metropolitan central city-suburban com-
munity disparities is especlally handicapped by the fact that even the most basic
demographic Informacion essentlal to our avalysis of fiscal disparities is now
{(in 1967} seven or eight wvears old., We are encouraged by the fact that Congress
took the First step toward provision of a full-s¢ale Censue every five years when
the House of Representatives passed legislarion to that effect on August 10. We

urge the Sepats o follow sulr,

Much progress has been made in the collectlion and analysis of economic
data. The Pffice of Business Economics in the Department of Commerce works con-
tinwally te refine fte Gross Mational Product and Wational Tncome series, and is
now beginning to produce county and metropolitan area income data on a8 continuing
bagis. These efforts should be reinforced and supported.

Eaphagis inm the Employment Act of 1946 uwpon continuwous compd lation and
analyele of economic data has provided a set of powerful tools for economic plan=
ning. The annual Economic Reports of the President and the detailed reports of
the Council of Economic Advisers have become an integral part of the President's
aceountiog to Coagrese and the public as to the economic health of the Hatioan.
The ssphistication of the present state of economie aceounting and reporting has
cauged some scholars to note the lack of a system of "secial accounts" that would
parallel the "economic accounts." Hecent upheavals im our urban centers point up
this need.

Expansion of [RS locome Statistics for Standard
Metropolitan Etatistical Areas-Recommendation No. 11

The Commigsion recofmmends rhat the Internal Bevenus Service aj=

Ennd i;: repnrtlﬂﬂ aof income th;isrigj for &tnﬂ&!rd H:trnEnlitln
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statistigal Areas to provide data for the units of general

local govermment within such areas.

The 70 million personal income tax returns filed annuwally with the In-
ternal Revenue Service provide an unparalleled opportunity for accurate reporting
of personal income for small geographic areas. 1IR3 now publishes statiscicas of
income for Standard Metropolitan Statistical Areas every twoe years. The use of
zip codes and the requirement that they be entered on the returns with the home
address will facilitate the compilation of ifncome data for wrban places. City
income data in conjunctiom with the SMSA statistics now being provided will en-
hanee the usefulness of the IRS statiscice of income series,

Establishment of & System of Social Accounts—
Recommendation No. 12

The Commission recommends the establishment of a national sys-

tem for the collection, analysis and dissemination of soccial

gtatistica, with full pareicipation by Federal, State and local

governments, with special emphasic upon the development of such

data for sub-State gecgraphic areas (majer cities, counties and

SMEA'8), as well as State and national aggregates.

A% the spotlight of public concermn focuses more and more ahnrply upon
pur Wation's social problems the need becomes increasingly apparent for current
and more detailed information on population charvacteristics and trends, employ-
ment and unemployment, income, housing conditions, health and the myriad of other
bits and pleces of data that bear uwpen the interaction of people and instltutlons
upon one ancther and with their physical envirooment. We have made great strides
in the messurement and analyais of our Nation's economic well-Being; we have oaly
begun to scratch the surface in our efforts to gauge our Mation's social well
being.

The Watlonal Commissicn on Technology, Automation and Economie Frogress
stated the problem in the following terms:

We have learned in recent years how to chart economic growth and
identily the kinds of policies which may be necessary to stimu=
Late growth, We have begun to perfect an economic reporting
eystem and to establish economiec indicators that measure nation=
al performance. But we do aot have, as yet, a continuous chatrt-
ing of social changes, and we have been Lll-prepared (in such
matters as housing, educaticon, or the status of the Hegro) to
determine our needs, earablish geals and messure ocur perlormance.
Lacking any systematic assessment, we have few criteria which
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allow us to test the effectivencss of present policles or weigh
alternatives regarding future programs.

* & &

A system of social accounts, 1f 1t could be escablished, would
give us a broader and more balanced reckoning of the meaning
of social and economic progress and would move us toward mea-
gurement of the utilization of buman resources in our socieky
in four arcas:

1. The measurement of social costs and net returns of economic
innovations;

2. The measurément of social ills (e.g., crime, family
diaruption);

3. The creation of "pecformance budgets" in sreas of defined
social needs (e.g., houwsing, education);

4, TIndicators of economic opportunity and social mobility.

Eventually, this might provide a "balance sheet" which could be
useful in clarifying policy choices. It would allow ws to re-
cord not only the gains of ecomomic and social change but the
costs as well, and to see how these costs are discributed and
borne. !

Much of the information mneeded for such a system of social accounts is
now being collected and disseminated; by the Bureau of the Census; by the De-
partment of Labor; by the Justice Department; and by other Federal agencies, The
Department of Health, Education, and Welfare has been disseminating s large array
of data, some the by-product of its operating programs, some obtained from other
soutces, in 1ts monthly and annual publications. But there has been no central-
ized responsibility for culling out the most significant data, for lookimg at
interrelationships, or for following trends and forecasting developments on a
systematic basis, A system of social indicators that would emable policymakers
to take account of national, reglensl, State and local trends in discharging
their responsibilities for shaping the domestic future of our Wation is long
overdue .

A major deficiency of the economic accounts has beén their global nature.
Gross Wational Product data are developed gquarterly and annually only for nation-
al aggregates, and wntil very recently perscnal income figures were available
anly for national, regional and State aggregates, NWow, as has been noted, the
Office of Business Economics is beginning to make annual estimates of personal
income for counties and for metropolitan areas. Only onee in ten yeats have in-
come Figures been available for cities and other subcounty areas {(but on a dif-
ferent basis from the national income acecunts). As a resalt, such economle im-
dicators as fiscal capacity and tax effort or burden are difficult to apply below
the State level {say, in the allocation of Federal grants-in-aid}.

The importance of disaggregating social indicaters cannct be overempha-
sized. Public policymakers need detailed information, even to the neighborhood
level, on & continuoue, current basis, if meaningful policy decisions are to be
made. Daniel P, Moyoiham motes im & recent article that such social indicators
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for small areas as mobility, employment and income, antisocial behavior, health
and participation rates {oumber in school, voting participation, union member-
ship, etc.) would be particularly useful in dealing with the urban problem,3/

There are a number of possibilities for lodging respomsibility for the
development and maintemance of a system of socifal accounts. The Hational Commdis-
sion on Technology, Automation, and Economlc Progress suggested the Council of
Economic Advisers. Legislation introduced in Congress early this year (5. 843,
90th Comgress, lst Seasion) proposes the creatlon of a "Council of Social Advis=
ers” in che Execotive Office of the President; organized along the linesof the
Council of Economic Advisers. A Task Force on Intergovernmental Information
Systems, operatinmg under auspices of the Bureau of the Budget, 18 now considering
a proposal for the epstablishment of an "Intergovernmental Informatiom Systems Ex-
change" to facilitate the flow of informatfon amomg all lewvela of government.
Such an agency would be concerned with the data needs of all govermments, and
might serve s & vehicle for developing a syste=m of social accounts.

Establishing Comparative Standards for Performance
af Urban Functioas—Recommendation No. 13

The Commission recommands that Federal, State and local officials

work toward the establishment of data facilities for measuring

for major urban functions the comparative performance levels of

individual local wnits of government. This effort should be

undertaken preferably by existing or new nongovernmental organs=

lzations and should look toward the establishwent of optimal

standards, the collection and analysis of data, and periodic

publication of comparative figures,

In the course of studies underlying this report, our investigators have
been confronted time and again with the lack of any meaningful measures of the
quality of urban govermmental services. 1If the Hation is concerned about what is
happening to the "quality of urban life,;" then the Hation needs to be equally
copncerned with the inabjility of public or private agencies to measure this "qual-
ity and to deaw meaningful intercomsmunity comparisons with any reasonable degree
of objectivity.

Clities arve rated by the insurance industry as to their fire prevention
capabllities, Data and techniques have been assembled over the years for the
measutrement of the "fiscal health"™ of lecal government; this i{s attempted through
the municipal security rating services. One city may be rated AAA, another BB
and so on. But we have not progressed far in measuring the "social health," the
"educational health,” or even the "economic health" of our local governments.

The crigis in the cities i= apparent ly destined to QECUpy & large share
of patlonal attention for several years to come., Hany billions of tax dollars
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from Federal, State and local sources will be collected and deploved to shore up
the guality of governmental services in cwr metropoliten areas. Private funds of
much greater magnitude will be invested in the urban centers. Private investor,
governmental legislator and execobive alike need to be able to find out how one
unit of govermment compares with another in the adequacy and cost of services be-
ing provided.

The Commission visuallzes a system that ultimately would provide indices
of both quality and cosat for each of the principal urban services as performed by
the major municipalicies and counties in the United States. Consulting these
eua!uuthus, a private investor might find that in Ciety A education is of high
quality amd moderately high cost, while in City B it is of moderately high quality
and high cosat, and while in County C it Is of low quality and moderate cost, but
that with regard to library services City A was of low quality and moderate cost;
City B moderare guality and high cost; and County © high quality and moderate
cost., While conscious of Che difficulties of establishing such a svatem, the
Commission is convinced that the availability of comparative data of this kind
would constitute an increased stimulus to wnits of government im striving toward
the highest pos=sible quqlit? of service at the lowest possible cost.

The Commission believes that one or more instrumentalities of a nongowv=
ernmental nature, but with encoursgement from govermment at various levels, could
begin to provide the same kind of dnfoermation and evaluation on govermmental
services that is provided to the bond market regardimg flscal wiakility of com-
munities. The Commlssion would hope that one or more of che private foundations
could provide infitfarive and support bto this enmd.
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Chaptar 3

SOCIAL AND ECONOMIC PATTERNS IN METROPOLITAN AREAS

The changing nature of the population in the central cities of metropoli-
tan areas has a profound effect upon the social and economic characteristics of
these areas. The shift in the raclal, sge and income distribution of central
city populations significantly affects both the character of public service de-
mande placed upon the local governments and the reveowe resources svailable to
these jurisdictions. These changing soclal and economic charactervistics provide
a backdrop for explaining the fiscal disparities among communities in the metro-
pelitan areas.

S0CIAL AND ECONOMIC CHARACTERISTICS

Population Growth

The HWational picture.--The population explosion in metropolitan America
15 a striking and well-documented fact of tweatieth-ceatury 1ife. There has been
enormous growth in metropolitan areas (uwaing 1960 definiticns) in every decade of
this century except the 1930's. Metropolitan pepulation growth has also exceeded
nonmetropo litan growth in every decade. As shown fn Table 1, projections for
1975 indicate that this growth will continue at a rate approaching 25 percent per
decade while the population growth outside the metropolitan areas is projected at
4 percent., In 1900 the metrepolitan areas had 42% of the U.5. population. They
now have over 64% and are expected to account for at least BEL by 1975 (Fig. 1).

During the first twoe decades of the twentieth century, central cities
grew sore rapidly then their surrounding areas (Table 4-1; Fig. 2).%* This rela-
tive prowth reflected the large immigration from both rural areas and foreign
ghores. Population in central cities continmued to grow by larger absolute amounts
than the cutside cemtral city regions wntil 1930, when the restrictions upon im-
migration and the spread of sutomobile cwnership began to be £elt. The Thirties
foreshadowed the post World War 1I pattern of larger absolute and relative growth
outside the central cities. As shown in Table 4-2, ceatral city groweh fell to
aboue ewo-thirds the asmount of the outside central city growth between 1930 and

* Bee Appendix A for tables with the prefiz "a."
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TABLE I.--FOFULATION OF THE IMITED STATES, INSIDE AWD OUTSIDE
HETROFOLITAN ABEAS, 1900-1975

—Ugited Stotes Io SMEA's Outside SEA's
Parcant Percent Percent SMEA Population
Increase Irceaase Inccease As a Parcamt of
Ieac Popplation by Degade Fopglation by Decsde FPopulation by Decade Iotal Populsticn
{thousamnds) {thousands) {thousands}
1900 75,995 - 31,8% - 8k, 159 - 51,97
1910 91,972 21.0% 42,012 32.0% 49 960 13.1% 45.7
1920 106,711 1.9 52,508 5.4 53,200 6.5 49,7
1930 122,775 16.1 66, T2 27.1 56,083 5.4 54,3
1540 131 G5 7.2 72,576 B.5 59,093 5.4 55.1
1950 150,687 14,5 BE 964 22.6 &1 ,733 &5 59,0
1960 178,464 1B. 4 112,385 6.3 66,079 7.0 63,0
1965 192,185 . 123 18 10.2Lf 68,372 3.4 6.4
1975 ?5 28 i7.2 m.,zub:-" L 70,9998 1.8 68,5
eEt. )

1/ Five-year growth,

2/ Mot strietly comparable with figures for prier perlods because 1975 cowers 224 SHSA"s and
pricr years cover 211 SHSA"s (conterminous U.5.).

Source: WU.§. Buresi of the Census, [.5. Census of Popalation: L9640, Selected Ares Beporier
Stapdacd Metropolicen Fratisticel Aress, Fisal Report FC(3)-ID; Maticsal Flasoing

Assoclation, Eoconom nd [emo 5 . 3 Py Faend 4 and X =

y ! L - anE Eo ol 8
Hetropaliten Areaz, Wal. TEI; and Metropoelitan Studies Center, Sycacuse University.
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Figure 1,

THE GROWTH OF U.S. POPULATION, 1900 - 1975
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Figure 2,

TREND IN DISTRIBUTION OF SMS5A POPULATION BETWEEN
CENTRAL CITIES AND OUTSIDE, 1900-1975
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1950, to about one-thivd between 1950 and 1960, and it is projected to fall to

about one-sixth the amount from 1965 te 1975, Figure 2 shows that SMSA popula-
tion in the outskirts probably pulled sabreast of the central city in mid-1962.

By 1975, 58.2 percent of the population of SMSA's is expected to reside inm the

outer portion.

Aetually, had it not been for considerable annexation activity, the cen-
tral city's position in relation to suburbias would have been Far worse than that
depicted im Fig. 2. Annexation, which is more common than 15 generally real-
ized,l/ is responsible for mnearly all central oity population growth since 1950,
Inside their 1950 boundaries the central cities in all size categories experienced
a relatively small population increase or an actual decline between 1950 and 1960
(Table 2}, Without annexation, the 10,3 percent increase in central city popula-
tion would drop to 1.5 percent, and the cutside central city growth would increase
from 48.5 percent to 61,7 percent.

Annexation dlso explaing some populdtion growth i earlier decades.
Where cities have grown without annexation, they had considerable undeve loped
land within their own borders--the product of earlier annexations. These cicvies
are primarily located in the South and Wese.

Differences betweon lnrﬁg and small SMSA"e.--There are dramatic differ-
ences in the distribution o growth, according to size. Generally, most of
the growth takes place in the central city of the small 5M5A and in the suburbs
of the large metropolitan areas. The outside central city regions of the large
metropolitan areas have aot enly grows move thasn the outlying regions in smaller
areas, but at a faster rate, and there is & sharp contrast now between the size
of the central city and the much more populous outside cemtral ¢ity region in the
latge SHMSA's.

The general pattern of population decline in the large central cities of
the industrial moctheast and midwest is also evident in many of the older cities
of the smaller SMSA's. WNew Haven, Trenton, Harrisburg, Akron, Gary, Peoria,
Flint, Wilmington, Charleston and Bakersfield are pxomples. Other central cities
in small SMSA's were b:ginning to show a similar pattern hy 1960 apnd have prubahly
now {1967} joined the above-mentioned group. Among these are Syracuse, Grand
Rapid&, Fort Wayne, Umala and SacTamenco.

The Commission's analysis of the four-county Cleveland SMSA shows that
it had a 3&.6 percent increase in population between 1950 and 1960. Yet this
growth was so concentrated fn the outside-central-city area that the city Lftself
declined 4 percent in population. The city's portion of the total EMSA population
declined from well owver 30 percent to less than &0 pereent.

The 37 largest SMSA's.--Similarities in central city and outside central
eity growth rates in the 37 latgest SMEA"e appear only in the South and West,
where annexations obscured the basic growth patterns.®* The ability to annex

1/ Sea Appendix C for bibliographic notes,

* According to the Commission’s case study of the Houston SMSA, that city has
been able to raise its social and economic status through selective annexation.
Thua, it has not annéxed Acres Homes or McMair,; both of which border on the city,
and have become suburban slum aress. But the city has alse incurred additional
public costs not entirely offset by the addition to 1ts CAX TeSOUTCES. A
(comtinued)
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TABLE 2.--POFULATION GROWTH IN METROFOLITAN AREAS WITH AND WITHOUT

CENTRAL CITY ANNEXATIONS, BY SIZE OF AREA, 1950-1960

Size of Avea As of 1960

A1l SMSA's
Central citles
Cakside central cities
Toeal

EMSA"s population of:
3,000,000 or more
Central cities
Outside central cities
Total

1,000,000 to 3,000,000
Central clcies
futside central cities
Total

500,000 eo 1,000,000
Central civies
Titside central cities
Total

250,000 go 500,000
Central cities
fuceide central cities
Total

100,000 to 250,000
Central cities
furteide central cities
Total

Under 100,000
Central cities
Outeide central citieas
Total

Total Change

{percent)

+10.8%
+48 .5
+26.3

+1.0
+71.1
+23.12

+21.4
+37 .5
+36.0

+16.2
+36.2
+2I5.6

245 .4
+27 .6
+25.8

+29.2
+10.9
+14 .4

Change Without

Amnexations

{percent)

+1.5%
+H1.7
+26.3

+0.
12
23

+ +

Source: U.5. Bureau of the Census, U.S5. Census of Population, 1960, Vel. 1,
Characteriastics of the Fopulation, Part A, Humber of Inhabitants.
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affects, of course, the fiscal situation of the central city. The land annexed
may be less densely settled; the residents may have higher income and the land
may be more wvaluable.

Ability to annex unincorporated territory and the role of the State gow-
ernment in controlling mew incorporations varies greatly from State to State.
For example, in the report covering the Commission’s Atlanta study the following
comment 18 made:

The State of Georgia 15 a "non-urban policy” stace. Legisla-
tion regarding consolidation of communities is strictly ad hoe,
and matters dealing with apnexation and other goveromental af-
fairs are usually treated through special {class) legislative
act,

The patterns described above deal with population growth betweem 1950
and 1960 without regard to any changes aince 1960, To overcome this limitation,
the analysis relies upon population estimates for 1957 anmd 1964, the terminal
years of the basic fiscal analysis. The specific population data for individual
meteopolitan areas and the distribution between central eity and outside central
city are reported in Table 3. They generally confirm the growth patterns estab-
lished between 1950 and 1%60 as modified by annexation.

The rural component of the outside central city area blurs all "central
city=outside central city" comparisoms. For all SMSA's in the United States inm
1260, 2&£.3 percent of the population outside the central city resided in rural
areas; yet there are enormous variations in the individual areas., These are sum-
marized for the largest metropolitan areas in Table 4, The rural portion af the
outside central city population ranged in 1960 from 1.2 percent in Paterson-
Clifton-FPassaic to 45.5 percent in San Antonio, although this involved a small
absolute number of people in the latter case, In the San Bernardino-Rivereside-
Ontarlos metropolitan area, the rural portion is absolutely, as well as relatively,
large. However, in all central city-outside central city compariscns certain
factors must be kept in wmind: (1) the proportion of the central city population
which is nonwhite; (2} the nature of the area to which the central city 1s being
compared--urban, suburban or rural; and {3) the degree to which the central city
contains sections withinm its corporate limits that resemble suburban communities.

Racial Distribution

Although the Hegro population grew in all areas, it was the smaller
growth and, in fact, the decline of the white population in the central cities of
the largest metropolitan areas that made the fmpact of the Negro growth there most
deamatic (Table 5}, For all SM5A"e the white population im the central clitiea
tose only 4.7 percent between 1950 and 1960 while the Negro population grew 50
percent. In the five largest SM5A's white population declined almost 7 percent;
Hegro population rose by 56 percent.

{Continued) particulacly large annexation im 1956 included & number of water dis-
tricts and private utilities for which the city paid %10 million and assumed 539
million of debt. This, according to the city téx department, meant an annual
deficit of $1.5 million, in addition to the cost of some lmprovements needed to
bring the facilities up to acceptable standards,
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TABLE 3..-ESTIMATED POPULATION, IWSIDE (GC) AMD OUTSIDE CENTRAL CITY (0O0C),

17 LARGEST STANDARD METEOPOLITAN STATISTICAL ABEAS,

1957 AND 1964
[Thousands)
1964 1957
Arsa GHEA [+ [5[=H BMEA [ES [
Los Angeles=Long Beach; Califoraia 75 3,063 4,652 6,031 2,643 3,588
Ean Bernardino-Riverafide-Ontario, California S8 2% B9 703 196 507
Fan IMego, California 1,131 g6 45 %1 g Li 3 a9
Sapm Francisco=Ouklond, California 2,892 1,109  1,7B3 2,618 1,123 1,495
Denver, Colorads 1,082 495 87 B34 £70 {119
Washimgton,; D-C. 2,323 Ta5 1,528 1,741 176 5
Migmi, Florids 1,051 325 T26 803 279 524
Tampu-5t, Ferarsbueg, Flerlida R s 155 GhS &l 255
Atlanta, Geocrgla 1,161 335 F L 931 Wyl 490
Chicags, Illimnis 6,591 3,520 3,071 5,908 3,572 I,337
Indianspolis, Indiansl’ m 530 201 696 462 192
Louiswille, Kentucky-Indisna T 92 T8 &B0 EE ] 296
Hew Orleans, Loutsianal 1,001 ] 353 a8 610 238
Baltimore, Maryland 1,829 PL3 BBG 1,631 053 688
Baftan, Marsachusetta 3,177 Gy 2,307 3,034 L R
Detroic, Michigan 3,914 1,660 2,254 3,539 1,724 1,815
HMimpoapalis-5t. Paul, Mimnesota 1,584 T3 05 1,382 B0 575
Kansas City, Missouri-Kansasla?/ 1,161 30 631 1,018 L41 578
&t Looin, Misscuri-T1linoisl 2,203 TOO 1,303 2,000 182 1,218
Hewark, New Jersey 1, E08 35 1,413 1,623 &15 1,208
Faterson-Clifton-Fasaaic, Hew Jarasy 1,271 Fa. B8 1,043 274 419
Buffalo, Hew YTork 1,318 505 g3 1,242 547 ha5
Hew York, Hew Yaork 11,265 7,987 3,278 10,333 7,813 2,338
Rochastar, Now York 8] i X149 557 313 234
Cimcinnati, Ohic-Keotucky-Indianal’ 1,313 495 B14 1,193 503 6932
Cleveland, Chio 1,834 2Ll 1,023 1,698 BE8 BLD
Columinga, Ohi T 1 204 629 47 186
bayton, fhicl Tal o 501 672 257 415
Pariland, Dregen-Washington BTG B0 596 787 T3 414
Fhiladelphia, Peonsylvanla-Hew Jeesay 4,617 2,047 2,570 4,161 X023 2,118
Fittsburgh, Fennsylvania 2,368 hh 1,808 Z,3%98 426 1,772
Peovidencs, Rheds Talamd Ti5 190 545 L] 220 488
Dallos, Texasd 1,256 Tol L1 oEl 506 375
HBoustom, Texas I*-LE:B 1,]EH1 1 1,1.'2 arz2 240
San Antomio, Texas 755 [ 110 631 553 k-
Senttle-Everett, Hulﬁu.gt-uu 1,178 3 GL3 1,025 330 48
Hilwaukas, Wisconsins 1,221 ThHS 56 1,123 T &14

1/
|

pefinition changed betwesn 1937 and 1964 .
significant annexatliosns durlng the pericd.

Spurce: Metropoliten Studies Ceacer, Syracuse Univeraity.



TABLE 4.--URBAN AMD RUOBAL CHARACTERISTICE OF OUTSIDE CENTBAL CITY (DCC) AREAS, 37 LARGEST
ETANDARD METROFOLITAN STATISTICAL AREAS IN THE UNWITED STATES, 1960

Area

& Percent of

Total SHEA Total SMSA

Los Angeles=Lomg Beach, Californda

San Barnardina-Riverside-Ontario, Califoroias

San Ddego, Californis
San Francisco-Dokland, Califormis
Derver, Colorads

Washington, D.C.

Miami, Florids

Tampa- 3¢, Petecaburg, Florida
ALlanta, Georgla

Chicago, Illimpis

Indiapnapolis, Indiana
Laalaville , Eentucky=-Indiana
Bew Orleans, Loufsiana
Baltimore, HMaryland

Bagtan, Missaichusetts

Detroit, Michipgan
Mipneapolis-5St. Faul, Mipnesota
Fansas City, Misscuri-Eansas
St. Louis, Misgouri=I11inais
Hewark, Hew Jersay

Taterson=Clifton-Passaic , New Jersey
Buffalo, Hew York

Hew York, Hew York

Rocheater, Hew York

Clnocinmati, Ohie=Kentuehy-Indiana

Cleveland, Ohio

Colwmbug, Ohia

Iayton, Dhio

Fortland, Oregen-Washington
Philadalphia, Penney lvania-Hew Jersey

Pirtsburgh, Pennsylvania
Frovidence, Rhode Tsland
Dallas, Toxas

Houston, Texas

Sin Antonlo, Texas

Ecattle, Washlngten
Hilwaukas, Wisconsin

0.5, average

Gource: 0.5, Bufadu of the Census, U.5. Censusd of Population:

i
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4
=

0 HEural Density
OCC Uebhan As OO0 Hural A= As a Percent aof OCC
a Percent of of Total OCC Fer
FPopulation Sg. Mi.
[§3] [+ Tz
1.5% 2. 6% 0%
.2 38,9 b
11.1 5.0 113
4.8 7.8 522
6.7 14,3 1Z1
8.4 13.6 EG9
§.5 B.& J1B
1%.7 35.9 239
177 ECRE 332
6.0 11.& 7685
5.8 7.8 =150
14,3 ER 3%3
2.7 3.7 62
15.0 a2.9 456
9,4 12.3 1,417
5.3 4.5 1,158
5.7 12.3 33
B.7 15.0 T3
11.7 8.4 4149
4.3 = 1,%05
.9 1.2 2,245
4.9 25,2 S
16 9.6 1,588
13.3 29.2 L20
7.5 1%. 1 arn
2.1 bl 1,517
7.8 25.2 a2
19.6 0.7 EL
8.0 33,0 115
10,3 19.1 GES
18.2 24,3 &1
B0 11.5 813
7.9 Z1.2 1xa
5.5 22,4 220
6.6 55, 5% |
15,7 3.6 113
G b 12.2 B4
ii.a 4.3 143
1960, Wal. I, Chartacteristice

af tha 'P‘ﬂpulati-:g. Fart 1, Unitaed States Suzmary,
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TARLE 5. -=FOFULATION CHANGE , CENTEAL CITY I:EE} AND OUTETDE CENTRAL CITY ﬂjﬂﬂ],
STANDARD METROFOLITAN STATISTICAL AREAS, BY BACE AND BY 5IZE, 1350-1960

Husbar Fopulation Change, 1950-1360
of Population — ALl Clagocs White Hegrg
— fize Closg oeAts 1860 000 Tokal | = L v Iocal - . < Iotal = L
{ thousands)
Bupbers (Thousande)
3,008,000 and over 5 31,763 5,975 173 3,802 4 451 =1,074 5,325 1,400 1,165 235
1,000,000 go 3,000,000 19 2% 819 5,960 B0 3,290 &, 767 -375 5,142 1,084 80 104
500,000 o 1,000,000 29 19,215 5,089 1,786 3,303 4,372 1,236 3,138 &17 a0z 115
250,000 bto 500,000 &d 15,5829 3,226 1,009 I 147 2 604 TG0 2 0EE 373 303 L L1
LD 000 eo 250,000 Ba 14 S50 2,972 1 B0 1,368 X 630 1,333 1,296 315 I73 &2
Lass than 100, 2 1,761 346 306 )y 317 276 &1 25 27 =2
Total 213 11% 885 23,421 5,573 17 B4R 19,260 2,134 17,126 3,836 3,748 386
Fercent Change
1,000,000 and ower L] 31,763 23.21% 1.0% 71.3% 19.1% =6. 5% 7. 7% b1 IELTE i T+
1,000,000 ta 3,000,000 1% 19,819 25.0 5.6 1.9 ] 22.1 =36 45.7 49,8 9.5 20,0
500,000 to 1,000,000 9 19,215 ig.0 1.4 T | 35.2 17.6 58.0 4.2 5.8 &1.7
250,000 to 500, 00 ap 15,829 15.6 16.2 6.2 4.3 12.8 .4 3.7 L@ 2.1
100,000 ta 250,000 49 [4 408 25.8 4.2 28,0 25.7 23.1 29.2 24,8 i 9.5
Lesa than D00,000 22 1,760 il O 9.2 10.8 4.2 28.1 12.6 Th.5 41.6 5.7
Total 212 112 ,BRS il S 10.7 58.5 4.0 &.7 49,2 £5.49 50.3 30.7

fource: U.5. Buresu of the Cendus,
Fioal Beport PC{3}-1D.




Outside those largest central cities in the Ffive lafgest SMSA"s, the
white and Megre populations increased in 8imilar peoportions--about 70 percent
each; but the Megro population rose from about 12 percenmt of the central city
population to 18 percent, while remaining constant owtside the central city=-
about 4 percent in both 1950 and 1960. This was aimilar to the trend for SHSA's
as a whole: Between 1930 and 1960 the Hegro proportion of the central city popu-
lation rose from 121.3 to 16.7 percent but actually dropped from 5.2 to 4.3 per-
cent of the EMEA population outside the central cities.

Thie trend is continuing, as indicated by the following analysis of the
distribution of 8ll noawhite population:

Outeide Central City Areas

Other
Central Urban Bural Rural
Year Cities Total Territory Honfarm Farm
1960 17.3% 5. 1% 4.5% 6. 1% B.7%
1966 21.5 4.7 m-a. n.a. n.a,

Further evidence of the increasing concentration of Negroes in the central cities
ig revealed in Table 6. By 1965, the populations of 11 of the 30 largest cities
contained more than 25 percent Megroes. The Megro populaticm of Washimgtem, D.C.,
wag well over half, and that of Newark was fast approaching that mark.

As expected, the pattern of population decline im our larger cities is
relnforced when examining only white Eamilies, The outside central city growth
rates were large snd in complete conformity with the natisnsl patteras, even
apart from annexation.

Although Wegro population growth was conslderable throughout the country,
both inside and cutside the central cities, the rates can be misleading. Where
the Negro population base in 1950 was very small, as in Bochester and Milwaukee
(Table 7), the growth rates appear quite large. These growth rates are shown in
Table A-3. Smaller growth rates appear primarily im those places where the base
in 1950 was large.*

Age Distribution and Public Welfare Case Loads

The growing comcentration of monwhite population in the central cities
has important consequences for the demand for public services in general and edu=
cation in particular. For example, the nonwhite population had a larger propor-
tion of ehildren under the age of 15 in 1960 than did the white population.

¥ In most cases where there was an abeolute decline in Negro population outside
the central eity, it was due to amnexations by the central city, as in the cases
of Columbus, Dallas and San Antonio.
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TABELE &.--FROPORTION OF REGROES IN EACH OF THE 30 LARGEST CLITIES,
1950, 1960 AND ESTIMATED 1965

{Percent)
1365
Ciew 1950 194640 (Esr.)*
Hew York, Mew York Lo 14% 15%
Chicago, Illinoia 14 23 28
Los Angelea, California o L4 17
Fhiladelphia, Penneylvania 18 2R L
Decroic, Michigan 14 2 3%
Baltimore, Marvland 24 a5 AR
Houston, Texas 21 23 23
Clevaland, Ohlo 14 29 3
Washington., D.C. 353 54 G
&t. Louis, Missourl 18 29 36
Milwaukes, Wisconain 3 S 11
San Francisco, California & 10 12
Baston, Massachusaetts o 9 13
Dallas, Texas 13 19 21
Hew Orleans, Louisians a2 EF) 41
Piccsburgh, Pennsylvania 12 17 20
San Antonlo, Texas 7 7 &
San Dlego, Callfornia 5 B F)
Sgattle, Washimgton 3 5 7
Butfalo, Hew York & 13 17
Cincimnati, Ohic 16 12 25
Hemphis&, Tennesses ar 37 40
Denver, Colorado b fi g
Atlanta, Georgia 37 ja Sdy
Minneapolis, Hinnetota 1 2 &
Indianapolis, Indiana 15 21 23
Kansas City, Hissouri 12 18 22
CGolumbus, Dhio 12 16 18
Phoanix, Arizona ] 3 3
Hewark, Wew Jarsey 17 3 &7

*Except £o0r Cleveland, Bulfalo, Memphis and Phoeni=, for which a special census
has been made fn recent years, these are very rough estimations computed on the
basis of the change in relative proportions of Negro births and deaths since 1960.

Bource; United Seates Department of Labor, Buresu of Labor Statiscics, and
United States Department of Commerce, Bureau of the Census, Social and
8 roes the United States, Cutrent Populatlion
Fopotta, Series P-23, Ho. 25, October, 1967,
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TABLE 7.=-KEGRD FERCEWTAGE OF FOTULATION IMSEIDE (CC) AMD OUTSIDE CENTHAL
CITY (DOCY, 30 LARGEST STANDARD METROPOLITAN STATISTICAL
AREAS IN THE UNITED STATES, 19530 AND 1960

____U.E'LT_ — - B
Apes L. . 5 L . .
Los Angeles-Long Beach, California 12.3% 3.1% T.9%

San Berpardico-Riverside=-Ontario, Califormis 5.6 z.9 3.0

San Dlego, Calilfornia 6.0 1.1 4.5

fan Francisco=0akland, Califormia 1.3 4.8 r.4

Denver, Colorado E.L a.3 3.6
Washington, D.C. 53.%9 G.1 35.4

Hiand , Florida 2.4 11.2 16,2 I
Tempa=5t., Fetarsburg, Florida 15.4 5.8 18.7

Atlanta, Georgia 38.3 &.5 6.6 1
Chicago, Illinois 1.9 2.9 13.46
Indianapalie, Indiana .6 0.8 1%.0
Louisville, Kentucky-Indiana 17.9 3.9 15,46

Hew Orleans, Louisians 37.2 1.1 31.9 1
Balcoimazs, Maryland .7 G.7 23.7 1
Bedbén, Hassachusebtbs .1 0.8 2.0

Decrolt, Hichigan 8.9 3.7 16.2
Mimpeapolie-5¢. Faul, Mimmesota 2.5 0.1 1.5

Eansas Circy, Hisscuri-Eansas 17.5% 5.9 12,2

Et. lowis, Missouri=I1linois 8.6 B.1 17.%9

Hewark, Hew Jorsay .1 6.7 17.1
Faterson-Clifton-Passalc,; New Jarsay 9.3 1.8 a.3

Buffalo, Mew York 13.3 L.6 B.3

Kew York, Hew York L. 4.8 9.5
Bochester, Hew York 1.6 0.2 2.3
Cincloneti, Ohio-Eentucky-Imdians 21.6 3.4 15%.5
Cleweland, Qhie 156 0.7 VB, 2

Columbus , Ohio 14 .5 L.5 12.4

Dayron, Thio 21.8 2.9 5.0
Portland, Dregen-Hashingten 4.2 .2 i.6
Fhiladelphia, Femnsylvania-Hew Jersey 245 9 | 18.2
Fittsburgl, Fennoylvania 15.7 T4 12.7
Frowidence, Rhods Islanmd i 0.5 2.6

Dallas, Texas 190 [ 13.1 1
Bouston, Texas 2.9 10,3 20.% 1
San Antoiria, Texas 7.1 1.7 1.0

Beatele, Washingtas 4 B 0.2 3.4

Mi lwaukee, Wisconsin 8.6 0.2 Jods

0.5. average 18,7 4.5 12.3

Source: U.5. Bureau of the Censws, 0.5 a K
Sta Motropolican Scatisc Areas, Final Report Fci]:-]_[il.
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Qutside Central Clty Areas

Other

Central Ueban Bural Bural

Age Group City Total Territory Honfarm Farm
Total population 100, O 100, 0% 100, 0% 1043, O 100, 0%
Inder 1% 2B.1 3z.9 3z.7 3.3 jl.m
15=60 57.6 56.5 56.6 55.48 54,10
60 and aver 4.3 10,6 10.7 9.9 15.0
White 100, 0 100, O 100, O 1000 100, 0
Under 15 6.7 13.5 33.6 6.1 il.o
15-60 57.7 55.9 55.6 55.9 53.8
60 and awver 15.6 10.6 10.8 10.0 15.2
Honwhite 100.0 1040, O 1040, O 100.0 100.0
Under 15 15.5 18.1 37.0 19.0 40.6
15=-R0 56.6 53.8 55.64 51.9 a9.4
60 and aver 7.9 8.1 1.6 9.1 10.0

One manifestation of the shifting racial and age distribution in the
central eity 18 a high public assistance case load (Table 8.). With only one ex-
ception among the cities for which such data could be developed, the ecity's share
of its State's welfare case load is dramatically larger than its shate of the
State's population. Baltimore, with only sbout one=-fourth of Haryland e popula-
tion inm 1966, contained almost three=fourths of the State’s recipiemts of aid to
fami 1ies with dependent children.

In 1960 the proportion of young children was still larger outside the
central cities than inside, but this is begimning to chamge. But, even where this
relationship (more children in suburbia} #till holds, the fact remains that the
high proportion of children under age 15 in the urban areas 1ls associated with
higher imcomes than exist £n the central cities. And, tural areas with a high
percentage of children are not confronted with urban problems; moreover, they
generally receive higher State aid for educatfonal purposes.

There is & larger concentration of the elderly in both central cities and
rural farm areas than in the higher income suburbs, but the most acute social,
ceonomic and Eiscal problems of the elderly are in the central city eavironment.

Income Pattem

The great disparities between the central city and ouwtside central city
are most evident in the case of income and these differences reflect a variety of
underiving factors.

In national aggregates, the stereotype of the high income suburb and the
low ingcome central city emerges {(Table 9). Yet these numbers obscure more than
they reveal, It is clear that the proportion of all families with incomes less
than $3,000 declines as the size of the metropolitan area increases. Yet this
decline takes place primarily cutside the central ¢ity. The proportion of fami-
1ies in the smallest centeal eities with an income under §3,000 is 1E.B percent,
while in the largest centeal cities the proportion ie 15.4 percent. By comtrast,
osutside the central city in the smallest SHSA's 27.2 percent of the families have
incomes below 53,000, compared to only B.9 percent im the outlying regions of the
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TABLE £.--CITY SHARE OF STATE POPULATION AND PUBLIC ASSISTANCE RECIPIENTS FOR SELECTED CITIES, 1936

Percent Percent
Change Change
—Gity and Ttem 1356 1966 1956-1966 City and Jtem 19356 1966 L1356-]1966
New York City Demeer
Fopulation 49, 6% 64, 2R =10, 9% Population 29,7 25.1% -15.5%
Total FA recipients 67,1 0.2 i, 3 Total PA recipients 35.8 35,5 =36
AFDC recipients T4.0 1.7 -3.1 AFDC recipients 51.2 43,2 +i.9
Fhiladelphia Horfolk
Fopulation 1B.6 17.8 -4, 3 Populaticn 7.1 7.0 “1.4%
Total PA recipients 26.1 29.6 #13.4 Toral PA recipients B.4 10,2 #21.4
AFDC reciplents 29.4 32.8 +11.6 AFDC recliplente 9.5 11.6 +22.1
Baltimore Richmond
Population 35.1 26.18 =235 Populaticn 7.6 4.9 =35.5
Total PA reciplents 64,3 66,4 +3.3 Total PA recipients 14,6 15.2 4.1
AFDC recipients LB TL.2 5 | AFDC recipients 17.2 17.1 -6
Boston Alexandria
Population 17.2 13.6 -20.9 Population 5 | 2.4 +14.3
Total FPA recipients 8.3 32.0 +13.1 Total PA recipients 1.1 0.7 =36.4
AFDC recipients 36 .4 J8.4 +5.5 AFDC recipients 1.0 0.5 =50.0
San Francisco Roanoke
Population 5.9 3.9 -33.9 Population 2.6 2.2 =15.4%
Total PA recipients 5.4 6.9 =9.3 Total PA recipients 4.1 3.9 5.9
AFDL reclipients 5.0 .6 =8.0 AFDC reciplents .7 4.4 ~h.4
Bt. Louis
Population 19.4 15.5 =201
Total PA reciplents 16.4 25.5 +55.5
AFDC reciplents 26.6 37.1 +50, 8

anD 196657

L/ Population data are for July 1955 and July 1965; recipient data are for June 1956 and June 1966.

Source: .5, Bureau of the Census, Cyrrent Population Beports, Series P-25; and Department of Health, Education,

and Welfare, Welfare Administration; warlous issues of Welfavre in Beyiew, and uapubliszhed data.



TAELE 9.--FERCEKT OF FAMILIEE WITH THCOOMES UNDER 53,000 AND OVER §10,000 BY COLOR OF HEAD AND SIZE OF SHSA
FOR CENTRAL CITIES {CC) AKD OUTSIDE CENTRAL CITIES (0CC}, 1939

0,000 g 1,000,000
250,000 e 300,000
100,000 eo 250,000
Lesas than 1080, 000

Toetal

Total

3,000 W0 and over
1,000,000 to 3,000,000
500,000 to 1,000,000
250,000 va 500,000
100,000 po 250,000

Less than 100,000

Tatal

Source: U.5. Bureauw of the Census,
Fimal Eepors FC(3)-1D.

Total I+ - e 5 Iagal = -
Peccent Under 93,004
1. 6% 159.4% B.O% 106 12. 7% 8.3
13.0 17.1 100 10,8 13.4 9.2
17.2 19.8 1.2 T 16.4 13.1
17.6 18.7 16.4 5.3 15.3 15.2
19,5 19.6 19.3 16.1 15,6 16.6
20,7 iB.8 7.2 18.2 16.6 6.1
15.2 17.6 12.5 1%.8 14 .4 11.4
Pergent fhemr 10,000
23.0 1%.5 27.6 24,4 0.9 z8.1
20.8 16,6 23.9 2.5 19.2 Th, 5
16,4 4.6 18.4 17.6 15.3 15.0
14.4 T 1%.9 15,6 162 15,0
13.7 4.3 12.9 14.49 15.4 13,6
13.8 L. & 12.0 14.7 15.2 12.48
18.8 16.5 a1.2 20.3 18.5 21.9

183.0
160.5
336
2.8
70.3
&7.0

123.9

L26.7
7.3
3.8
1.6
3.1
5,3

93.5

311.5
238.9
13%.3
BY.4
GG
4., 10

16%.4

34,1
z08.5
120.0
101.8
9%.5
B33

157.%

1728 3404
143.3 265.9
.6 154,49
105.7 #8.3
101.5 BX.0
91.4 53.2
128.% 191.%

Hoowhite
i - L o i
I8.6% 24,0,
321.6 32.3%
x7.9 iB.3
&4 .4 51.0
&9, 5 59.3
54,5 4.5
15,48 A0, G

7.2 9,1
6,0 6.9
5,9 6.5
1.8 2.8
1.4 1.9
1.8 1.7
5.2 5.3
25.1 37.7
18,5 31.3
15.7 16.5
6,3 5.6
.19 9.2
1.9 2.7
1h.& 13.1




largest metropolitan areas. A similar pattern exists for both the white apd non-
white clasaifications.

A like phencwmencn in reverse exists for the families with incomes over
G10,000-=a8 the size of the metropolitan area increases, the proportion of fami=-
lies wicth 510,000 plus income increases from 13.8 percent to 23.0 percent; how-
ever, the increase is from 14.4 to 19.5 percent in the central cities, and from
12.0 to 27.6 percent outside the central cities. Again, the ipncome patterns are
similar, but at different levels, for white and nonvhite Famdlies,

When size of place 1s comsideraed, a crucial disparity emerges betwecn
the central clity and the outside central city areas. Tn the smallest SM3A's the
central city has a slightly higher proportion of well-off families than do its
eavirons, amd a lower proportion of poor. But in the largest central cities,
even though the proporticon of well=to=do 1% higher than that of the smallest
{19, 5% a8 compared to 14.5R), it is5 low compared to their suburbap areas. The
largest central cities also have nearly twice as high a4 proportion of poor as do
their suburba. These Ffacte are summarized below:

Income in Income in
_Smallest SMSA's Largest SHSA's
Above Eelow Above Eelow

§10,000  $3,000  $10,000  $3,000

Central cicy 14. 4% 16.8% 19.5% 15.4%
Cutside central city 12.0 27.2 27.6 8.9
Total 13. B 20.7 23.0 12.6

Detalled national aggregaces for the outside eentral elty area e¢learly
demonstrate a central city income lag relative to its suburban neighbors. Data
on medisn family income illustrate the emerging disparities:

Outside Central City Areas

dther
Central Urban Rural Rural
Year Citiea Total Territory Nonfarm Farm
1959 55,940 6,707 57,002 £5,830 546,543
1964 & ,697 1,772 f.4. f.4, ..

The disparicy between central city and cutside central city family in-
come gprew by 5308 from 1959 te 1964. An analyeie of the 1959 data reveals the de-
Elating effect of the lower fncomes in the rural farm and rural aonfarm areas.

The disparity I{s oot a function of distance, because there i3 clear indication
that distamce from the cemtral city 1s associated with higher and not lower in-

comeés. Rather, in this case the difference reflects the industrial-occupational
mix of the component aréeas.

37 largest SMSA's.--The income patterns of the central city and outside
central eity areas in the 37 largest metropolitan centers are evaluated in twe
wayi=-&ithar by a dirvect comparison of the central city to the entire outside

&3



areda im the SMSA (Table A-5%), or by & comparisea of the central city to its out-
aide central city region adjusted for the rural compoment (Table A-5).#

Onee the deflating effect of the lower income of the "rural" populaticn
of the SMSA is offser or stripped out, then metrepolitan areas ascross the Nation
exhibit the classical income disparity pattern--8 ¢lear-cut income differential
situation that favors suburbia. As might be expected, the suburban income ad-
wantage over the central eity becomes even more dramatic for many of the North-
eastern and Midwestern metropolitan areas. For many Southern and Western metro-
politan areas, this rural adjustment has a highly significant “turn around" ef-
fect==instead of the income differential favoring the central clty it pnow clearly
favors suburbia,®* To put the issue in another way, once the rural adjustment 1s
made, suburbia enjoys a clear-cut advantage over the central city im every section
af the land with regional varfation simply one of degree--i.e., a greater suburbam
advantage im the Northeastern and Midwestern areas than in the Scuth and the West,

While the wse of an admittedly arbitrary rural adjustment factor may
overstate the 1964 household income of suburbanites in some metropolitan areas,
it ig absolutely necessary to make every effort to offset the deflating effect
that fnelusion of the lower household imcome of rural families has on income
levels for the outside central eity areas. The true central city-suburban incone
disparity undoubtedly falls somewhere between the 1939 Census bench mark figurea
and the 1964 estimates based on the rural componemt adjustment, Without this ad-
justment, the relationship between central city and suburbia income levels is
highly distorted in those metropolitan areas {particularly in the South and West)
with large rural components. Looking at unadjusted income data (Table 10}, one
would come to the conclusion that most of the major cities in the South and West
enjoved higher income levels than their suburban neighbors, Yet this would be at
complete variance with the last Census finding-=-that by 195% the urban fringe had
already forged ahead in every major metropelitan area except San Bernardino
{Table 10}.

The reasons for the persistence of these income disparities and some of
the problems they create are explained in the Comeisaion"e study of the two New
Jarsey metropolitan areas:

The major cities of Wew Jersey have long been & haven for in-
migrants from the rural South as well as from sbroad. Accultur-
ation of newcomers presented no financial problems to olty gov-
ernments o long as fiscal resources remained adequate,

LI

Under present [zoning] law the affluent suburbs are able to ex-
clude lew-income families and miaimize tax burdens which are
then transEerred to the over-burdened central cities.

* To offset the deflating effect of the lower incomes of rural families living
in the outside central city section of the 5MS5A, the average household income ia
raigsed by an adjustment factor which is based on the rural proporeien of the popu-
lation that lived outside the central city area in 1959, For a detailed discus=
sion of this adjustment procedure see Appendix B.

#* Thia "turn avound” effect is seen in Loe Angeles; San Berpardipe; San Dlego
Tampa ; Atlanta; Portland, Oregon; Dallas; Houston and Seattle (Table 10).



TABLE 10,-~RELATIONSHIF BETWEEN CENTRAL CITY (CC) AND OUTSIDE CENTRAL CITY [0CC)
AVERAGE HOOSEHOLD INCOME, UNADJUSTED AND ADRJUSTED FOR EURAL COMFOMENTS,
317 LARGEST STANDARD METROPOLITAN STATISTICAL ABEAS, 1564

Exhibig:
OCC A8 a Petcent Urhan Fringe
of GC, 1965 As & Parcant of
Area Loadjusted Adjusted GG, LI5F
Lo Angeles=Locg Beach, Califoraia I 100,35 105.5%
San Bernardinpo-Riverside-0ntaric, California 87 .4 101.3 9.5
San Diega, California ux.7 loi.7 LEE
San Francisco=Dakland, Californisa 117.5 1:0.9 113.8
Denvet ; Colorado 131.3 106, 7 1.1
Washingron, D.C, 122 .4 1x8.1 151.5
Hismi, Flerida 136,32 139,35 131.6
Tampo-3t. Fetersburg, Florida 94,40 108.6 111.3
Atlanta, Georgia 45.0 111.2 1148.1
Chicage, Illineds 138.7 137.1 124.5
Indiamapalis, Indiana 134.3 L4E, & 126 .8
Louiswille, Kentucky-Lodiana 135 .6 151.0 123.1
How Orlasns, Leulsians 104.2 7.9 128.1
Baltimore, Maryland 119.49 13%.6 125.1
Boston, Massachusetts 126.8 132.5 121.1
Detrodt, Michigan 123.5 1x7.7 123.1
Minneapolis=5t. Faul, Minne=ota L15%.5 120.7 115.5
Kanzas Giry, Hisscuri-Kansas 104, &% 110, & 115.6
S, Louwis, Missourli-Illinois 135.1 147,77 1322
Hewark, Hew Jersey 164 .8 158.0 14%1.8
Pacerscm=Clifcem=Fasaaic , Hew Jersey 150, 5 1il.1 126.8
Buffale, Rew York 121.4 132.7 121.0
Hew York, Hew York 150.9 156.40 127.9
Bochester, Hew York 138.13 154.1 132.1
Clacinmatl , Miio-Kentucky-Iadiana 114 .4 120.4 120 %
Cleveland, Ohio 177.9 150.5 134 .6
Coligshua, Ohiao 143 .8 157.7 1306
Dayton, Ohic 11&.8 133.1 118.6
Fortland, Oregon-Hashington 98,1 110.9 106 .5
Fhiladelphia, Fesnsylvania-Hew Jersey 131.5 141.0 i25.0
Fittaburgh, Pennsylvania 104 .,0 113.7 113.5
Frovidence , Rhode Island 102,49 107.2 1is.9
Dallas, Texas .7 102.3 112.9
Hasaton, Texas 7.8 106.2 113.3
Sam Antonio, Texas 198,32 e 164 .0
Seactle=Everett, Washington % Le 106 .6 108.0
Hilwaukes, Wisconsin 143.4 159.8 116.8&

HC = Moz computed.

Bource: Appendix Tables &-4 andd A=5.
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Educational Attainment

The major educactional problems of the central clties are reflected in
the enrollment ratics and the educational attalmment of the population. For the
population owver 25 years of age in 1960 the educatlons]l attaimment was as followa:

Mutside Central City Areas

Other
Central Urbamn Eural Rural
Ltes City Total Territory Monfarm Farm
Median school wvears 14.17 11.8 12.0 10.6 9.2

Percent less than

five years 8,470 n.a. &. B T.a% 8.7%
Parcent four years

of college or more d3.0% n.a. 10.7% 7.0% &, 5%

(mce again there is a significant disparity between the ceatral city
and gutside central city areas. However, as in the case of income, the disparity
is reduced by the advantage that the central city enjoys over at least a part of
the rural area. As the rural portion of the outside central city is reduced,
the disparity increasas.

The impact of the rural component is seen not only in terms of the
educational actaimnment, which is so closely related te present income, but alsoc
in the enrollment ratio, which is related to porential income. The proportion
of population 16-17 not emrolled in any schosl, & good measure of the "drop-out"
rdte, was as follows for 1960:

Central eicy 20.67

Mutside central city areas, total 17.0
Other urban territory 14.7
Bural nonfamm 20.8
Fural farm 14,8

The data show & higher dropout rate in the central cities than in the
urban or rural farm areae, but & central eity rate almost identical te that in
the rural nonfarm areas. Tt should be noted here that the low dropout rate in
the rural farm areas reflects the later age for beginning aschool; where only
44 .5 percent of children aged 5-6 are emrolled in school in rural farm areas,
1.9 percent of such childrem are snpolled in the central eity areas.

While dropouts form a smaller proportion of the emtire population of
the largest SMSA's than they do of all smaller SHSA's, there is a significantly
sharp contrast in dropout rates betwesn the central eity and the outside cenkral
city im the largest 5MSA's. The central city averages 13.5 percent of persons
14-17 wearas old not in school, compared to 9.0 percent inm the urbanm fringe
(Table A-6).+

*# The percent of dropouts ranges from 10,9 in the city to 3.8 in the urban
fringe in Rochester, or nearly 3 te 1. A similar range is shown for Columbus.
(contimied)



Housing

While data deficiencies Erustrate suburban-rural housing comparigons
for the areas outside the central city, some clear-cut disparities between the
ceptral cities and thelr environs do emerge, and the directiom, 1f not the
magnitude, of the rural impect can be ascertained.

The following disparities appear to be of greatest consequence. First,
a significantly larger proportion of the population lives im single family
dwellings cutside the central city than inside--B4.7 percent compared to 33.1
percent. The relationship for owner-occupled howsing is roughly the same as For
gingle family dwellings--72,.7 percent te &47.4 percent. Further, and as expected,
the housing cutside the central city areas is considerably nmewer thanm that of
the central city. As of 1960, only 1%.8 percent of central city housing had been
bpile during the fifties compared with 41.5 percent outside central city.

Finally, the proportion of housing which {5 wnsound is significantly
higher in the cenkral city. Omee again the rural component distorts the matiomal
totals, but even in this case the proportion of ovwmer-and-renter-occupled unsound
housing in 1960 was 20.4 percent in the cencral cicies amnd 15.5 percent im the
"guteide central city'" areas. The close relatfon between howsing and income im-
plies that & considerable proportion of the unsound housing cutside the central
city, both renter and owner-oecupied, [s rural in character. Yet, as is pointed
out in the Commission's study of the Chicago area, some of the central city's
older neighboring communities look as bad as the central city. Thus, the Chicago
suburb of Chicago Heights hed 21.7 percent of its dwalling unfics listed as un-
gound in the 1960 Census, and Summit had 19.5 percent unsound dwelling units.

Tabkle A-7 shows that the ownership role everywhere in the "outaide
central eicy"™ is sidcy percent or above, whereas in the central cities with only
a few exceptions it never reaches that rate., In all cases the central cicy has
a lower proporcion af nwnz:-nt:upicd hqu:ing than does itcs :urtﬁuuding Ared .,

The central city--pulside city ratios of substandard housing are uenrly 4 ka1
in Hewark, 3 to 1 in Hew York City and 2 to 1 in Indianapolis. Among the 37
largest SHSA's, only San Bernarding-Riverside and the Dallas mettopolitan areas
exhibic racios favorable to the central cities.

Unemployment

Unemployment tates teveal another aspect of the central city fiscal
problem. With few exceptions, rates of unemployment are higher im the central
city than in the urban fringe areas--frequently substantially so. During 1960,
a year of relatively high joblessness overall, 55 out of every thousand central

(Comtinued} The figures are 17.7 in the city and 9.0 in the urban fringe in the
8t. Louis area. This 13 a ratio of about 2 te 1, Disparities of similar magni-
tude are nocted for Wew York City, Cleveland, Washington, D.C., Indianapolis and
Hoston.

With regard to school years completed, the median ranges from 9.0 vears im
bew Orleans to 11.1 years im lts enwvirons; 9 years in Newark and 11.B in its sub-
urbe; 8.8 in St. Lowis to 10.9 in the suburbs. On the other hand, for several
EMS5A"s, disparities in terms of school years conpleted are insignificant or run
in the cother directlon.
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clecy residents in the larpe SMSA's were unemploved on the average whereas the com-
parable flgure for the urban fringe ares was 41 (Table A-B).%

Ceapite the reduction in overall wnemployment since 1960, fragmentary
evidence would seem to indicate that the disparity in unemployment rates betwean
cantral cities and their ocutlying areas persists, This is indicated by Table 11,
which compares unemployment rates as of L1996 in certain slum areas with such
rates in the metropoliban areas 2s a whole. Though not stricely comparable with
the 1940 data in terms of area coverage, it is clear enough that the diapn[it;
in unesplovment continues te strike with particular emphasis in the central
cities.

Crime and Delinguency

Social and economic disparities directly affect the incidence of crime
and delinquency, & fact made clear by the President's Commnission on Law Enforce-
ment and Adninistracien of Juatic=.3¥ Amoang the Factors the Federal Bureau of
Inwestigatlon 11ls5ts as contrlbuting to Che incidence of crime arve:

# [Density and size of the community population and the metropolitan
area of vhich it is a pare;

& Composition of the populatisn with refersnes particularly to age,
sax, and race;

% Economic statug and mores of the populationm; and

# HRelative atabilicy of population, including commuters, seasonal,
and other transient cypes.

1t is mot surprlsing, therefors, cthat the large central cities are
particularly beset by the ravages of erime. This is fllustraced by the following
tabulation of 1365 robbery rates per 100,000 populatien for several cities, m=
paring the central city rate with ghat for its metropolitam area as a n;lhul::ﬁ

Central Metropoelitan

Area _Ciey ATen
Chicage 30,8 2. 3
Mewark 379.6 LO9, &
Washington 3155.5 153.2
Miami 261.2 la4,
Los Angeles 2934 189.1
Clavaland 213.4 1d1.1
Houeton 135.3 9%. 5
Dayton 1729.6 55, F

¥ For certein areas, however, the disparikty wae far greater) central city um-

employment rates were more than double the urban fringe rates in Washington, D,C.,
Chicago, Indiandpolis, Wewark, Rochester, Cleveland and Columbus., Only in the
San Eernatd'mn-Riverside—l}n:arin, California and %t. Petersburg, Florida arsas,
were the unemployment raves relatively lower in the central cities.
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TABLE 11.--UNEMPLOYMENT HATES FOR SLUM AREAS AND FOR METROPOLITAM AREAS

AS A WHOLE, SELECTED SMSA'S, 1966

Metropolitan Ares and Slum Area

Hoston
Eoxbtury area

Cleveland
Hough and surrounding neighborhood

Decroit
Central Woodward area

Los Angeles
South Los Angeles

Mew Orleans
Several contiguous Areas

Hew Yotk
Harlem
East Harlem
Bedford=Stuyvesant

Philadaelphia
Borth Philadelphia

Phoenix
Salt River Bed ares

Sc. Louis
Horth Side

San Ankonio
East and West sides

San Francisco-Dakland

San Francisco, Mission-Fillmore
Dakland, Bayside

n:.a. = Data not avallable.

Unemployment Rate

Slum Area,
Movember

1966

6. 9%

15.5

10.1

12.0

15,2

12.9

Metropolitan Area,

Average for Year
End August 1966

3.TR

1.5

4.3

6.0

%, 6

4.3

3.2

Source: W.5. Department of Labor Manpower Report of the President (U.5. Govern-

ment Frinting Office: April, 19a87), p. 75.
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The Commission's case studies uwnderscore this fact--""The central eiey
ig where a majority of crimes take place. Ablanta had & erime index almost Eour
tismes that of DeKalbk County." In the "modsl efey” or core area of Louwiswville,
“eomparicons of per capita cotal and juvenile arrests vield results which are
hardly surprising--the crime rate in the model cicy arvea fs 75 te 100 percent
greater than that in the central eity, and 3 to 6 Cimes greater than chat outside
the central cicy."

Business and Industry

The period 1950 to 1960 provides only & rough guide to recent develop-
menks in the esconomic status of cenmtral cities. Datda drawvn from the 1958 and

of the deteriorvation of central eicy economic bases, For the 37 largest metro-
poelitan areas, the pleture is clearly one of decline in the relative economic
pogitlon of the central cities and in & signiflicant number of instances, an
absolute decline, particularly for the older cities in the Hortheast and Midwest.

&8 shown in Table 12, retall sales increased in 24 of the 37 largest
central city areas and declined in 13 areas, for an overall increase of &.8
percent.® Outeide ateas increased on the average 45.5 percent, substantially
in excoss of the increase in population and income. The large increase outside
the central cities ropresented a shift in the location of retall activity. This
is indicated by the fact that im only cne case out of 37 was there & decline in
the outslde area and that was dus to the annexation pelicies of the city of
Bouston during this peried. In only one other instance (Kansas Cicy) did the
gutside area grow at 4 slower rate than the central city.

The 1938-1%61 period reprasanted a decline im the importance of tha
central cities as retall cemters when comparad either to the suburban areas or
to the rest of the Wation. In 1958, 27 percent of all retail transactlons were
in these central cities and 17.7 percent in their outlying areas. AF a resulc
of the differential growth rates, the central citiles im 1963 carrled on 2&.1
percent of the retall sales and the suburbs 21.2 percent, almost eradicating the
previous enormous balance in favor of central cities.

Thia slow growth and relative decline were reflected in the decline in
the central cicy tax base and an Increase or strengthening of the suburban tax
base.

Central Business Districts.--0f aven greater importance has been the
behavior of the central business discricts (CBD'e) during this period.

The central business district had underpinned the central city's tax
base. By 1963, however, 1t was & rare CRD In the largest SHEA's that showed an
increage--oaly eight in face (Table 13). By contrast, none of the 116 major

i The largest decline occurred in the city of Buffalo, where sales declined
13,3 percent between 1938 and 1963, The largest increase cccurr~d in the quasi-
cetibtral cities of San Bernardino-Biverside-Ontario, but that increase of 33,4
percent wae less than the asverage increase of all cutside central city areas,

ik San Francilsco, Oakland, Actlanta, Bansas City (Ean.), Boston, Rochester, Col-
umbug and Washington, D.0. The largest increase was 7.0 percent in San Francisco.
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TARLE 13,--EETAIL SALES, TRSIDE (00} ASD OUTSIDE CENTRAL CITY (ING) AREAS,
37 LARCEST STANDARD METROPOLITAN STATISTICAL AREAS, 1958 AHD 1363

1351
A m Paroest of
1958

AEEH = =
Low Angeles-long Basch, Califormia £ 9,060 & 4,413 8 4,837 & 13,060 & @2 § 7,137 1135 140N
Gma Bersardine-Riverside-tataric, Callfornis k) £10 2L 1,300 547 153 13146 149.7
Emz Ddago, Californis 1,11 s why 1,a08 TRE o 10,5 150,9
Bien Prasclseo-0akland, Califorale 3,440 1,875 1,555 &.511 1 F. M 115.5  LAB.9
hezwes, Cnlzrads LI P 33 oL 1,433 LEH] 676 16,8 1937
Heshingten, DG, 2,5m 1,30 1,158 3,307 1418 1,%8 1087 RBRZ.7
Midwd , Florida L, 1&g 53 a17 1,618 645 wE &L 1% 1
Tempa=5t, Fetersburg, Floclda §19 £33 226 1,152 6T 85 110.T  LTD.4
At lanta, Gescgls [l =Yy 51 1:01% 1. 0Lh 603 115.4 171.8
hicags, I1linals a,%4 5,535 3. 9012 §,.088% 5,630 & 250 1.6 LMED
Ledionipolis, Indiank 1,127 ] 261 1,401 s 4BE  105,9  IES.AG
Loud owi 18e, Eenrmaky- Indisna &0 578 FL a7 65 35 1.1 Be5.5
Mew Orleans, Lowldiina L] TEY 208 1:1E¥ BO1 1FE 1.7 1%.6
RafgpimgTe, Haryland 1,556 1,356 Shil 3, BeE 1317 b 94,3 RS
Ecaton, Mussichmatis 3,847 %0 I, 008 3,973 1,240 1,73} M4 1¥.8@
Datroft, Hichigsa 4, 40 2,374 I 3,393 1,303 ¥, @2 100.3 141.1
Migneapolle=52. Faul, Himsesora L E¥ 5,373 £498 3, L0% 1,350 [T | &89
Esnmas Ciky, Hissoerl-Ksnaas 1,486 ne 396 1,683 1,065 617 119.8 10,5
Br. Leuis, Hlsssuri=Illinoim I 427 1,168 1,259 P 1,068 1,77 7.4 1412
Bewari, Eae Jerasy 2,141 L 1,560 2,57 &S 1,917 94.7 1¥.%2
Faterson={11 fres-Papsale,; Hew Jersey 1,55E 523 328 1,871 LET l.42% A5,% 153, &
B fulo, Maow York 1321 kL T 1673 g 1.0 34.5 1ML
Few York, Hew Tork L3, 58z 0, 5m ¥ 6 14,648 10,493 3,153 1.0 1¥.9
Rochesier, Hew York FE3 551 kL4 i,132 (31w 53 100.% 144,11
Clnciznatd, Uhic-Kaatucky- Indians L 203 L ] LF b A0 E0D 604  9E.7 130
Clevaland, Ohis 1,99 1,413 486 2,311 1,278 1.05% S04 313.3
€ lualue,;, Ghla w14 Tas Al 1143 TR0 35F% LaR.E 181
Dayron, (ke LEL LTL] E Ik e 1) 53 W3 W
Foreland, Oregon-Washington 0N LLL] Fa 1,279 T52 5¥F 108.1 46,3
Fhdladelphis, Fensneylvisia-Sew Jorser & a3 3. 528 1,415 5,737 3,450 3,547 SR 114.5
Fieesbubgh, Peonaylvanis 1,638 bl 1048 2,4 40 1,6% 59.0 115.%
Frowidence , Fhads Teland kLo ] 503 ] i, 100 SRS SRE 11001 1,8
ballas, Texaa 1,475 1, Bk s 1,80 i, -4 531 1LX.& 1%A.&
Howston, Tecss 1,71F 1,299 L1 1,962 1,506 A 1348 BZ.E
Sen Antcsio, Texam 0¥ hik LT aa TG Bl 1124 1421
Fearile-Fvarsct, Waahisgton 1,684 1,086 L 1,748 ylid 638 10F. 1 1584
Hilwaukes , Wisconiln 1,450 1,067 bl 1,70 1, 07% 61 100.8 160 T
17 EMEA roral bR L0 3] N04 pL L 108,205 56,147 51,848 104.8 WSS

Soaroes 1.5, Buredu of the Ceadus; .5, Ceaiud of foidnmua, 1958, Wol. II; and 9,5, Ceness of Busieess, 1593, Wal. IT.
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TAELE 13,==FERCENT CPARGE TH BETAIL SALES, BETWEEM 1958 AND 1963, IN THE 37 LARGEST
STANDARD METROPOLITAN STATISTICAL AREAS IN THE IMITED 5Ta 3

Central Busineas

ATEa EMSH Central City Discrict
Los Angeles, Califormia 19.6% 1&, 5% =12 9%
Long Beach, Califocnia b ) Toli =12.1
San Bermardino-Riversfde-Ontaria, Califarnia L., Ol M.l
San Diego, California L4 9.7 =33.0
Ban Franslses, Califernia 2.3 18,2 7.6
Dakland, Califormia 32.3 13.8 2.2
Denver, Colorado 2.0 &.7 25,1
Washingrom, D.C. .3 §.0 &4
Hismi, Flerida 18.0 -13.4 -5.9
Tanpa, Plorida 5.7 15.6 =7.0
Bc., Petersburg, Florida 5.7 5,0 -2.3
Atlanta, Georgia 38.2 15,5 1.4
Chicago, Illimois 17.0 b.5 =3.3
Indiapapolis, Indisna *3.9 5.3 -13.%
Louiaville, Kentucky-Indiana 18.8 B.3 -1.5
Hew Orleans, Loulafasa 11.6 1.3 =2.3
Baltimore, Maryland 7.9 =3,9 -1B.6
Bosron, Mossschusatos 17.6 =£.0 0.9
Datrolt, Hichigsn .9 0.9 =13.3
Hisneapalis, Mi-nesota .5 b7 =B.6
St. Paul, Hinnesoca 20.5 3.5 =1{. %
FanfAad City, Missouri-Kan=as 18.1 12.1 =17.3
Eznsas City, Kansas 18.1 -5.8 6.5
5t. Loala, Missouri-I1linala 17.& -B.0 =17.7
Hewark, Hew Jeraey 16.5 0.2 =1.1
Patarson=Clifcon=Passalc, Mew Jerdey 29.2 =1.5% =11.&
Buffale, Wew York 10.2 =158 =23.4
Rew York, ¥ew York (Manhattan} 15.2 5.1 -z.22/
Bochester, Bew York 7.8 9.5 5.6
Cinelasacl, Dhis-Kentuck¥-Indiana 18.8 0.2 =-17.1
Cleveland, Ohio 16.7 =3.6 =14, 6
Colimbus , Ohio .6 7.7 3.3
Dayron, Thio 4.4 -%.3 -&.0
Fortland, Oregon 5.1 11.8 =1%.2
Philodelphia, Pennsyivania 18,8 2.5 =5.7
Pietabuggh, Feonérlvania E.9 =1.1 =32.7
Providence, Bhode I=land 2.2 -3.8 =5 .1
Dallas, Texas iv.3 17.8 =17.3
Houstan, Texas 27.0 4.5 -0.1
San Antonio, Texas 14.49 1.5 =1.8
Seattle-Everett, Woshington 23.2 H.1 =0.8
Hilwaukes, Wisconsin 15,5 0.6 -8,

f.a. = Data mot avallabla.

1/ Excludes nonstora retailers {l.s., mall arder, direct selling, merchandise wending machine
rparatara), which afe included in Table 1Z.
£' HManhatian emly.

Scurece: 0,5, Bureau of the Census, U.8, Census of Basimess, 1963, vol. ILI,

52



retailing areas elsewhere in the country declined, and all but seven recorded
inecreages in excess of 10 percent.

Retail activity moved generally to suburban areas at a greatly faster
pace than population. Table 13 shows the decline in Central Business Dlstrict
activicy over the period 1958 to 1963, It demonstrates that retail sales grew
far more in the 5M3A's as a whole in the central cities.

The flight of industry from the eity.--Manufacturing also shows a
general shift out of the city. In the aggregate, mamufacturing employment in
central cities declined 6 percent and cutside those cities increased by 15.06
percent (Table 14). Special circumstances brought about increases in only a few
clties.

There was no increase over L0 percent in any older city except for Sam
Bernarding, Columbus and Houston. Only im Lowisville, Cincimnati and Providence
did eentral cicles show & better performance than did thelr outside areas.

The cendency for industrial plante to locate cutside the central

cletles in recent years has been a significamt factor Ln the central city-outside
central ¢ity employment disparity moted sarlier. This outwerd movement of in-
dustry is pointed up in & recent Eum?iauinn atudy of the effect of State and
local taxes on industrial location.2’ The Bureau of Labor Statistica found that
in the period 1960-1965, 62 percent of the valuation of permits for new induatfl-
al building in SMSA's was issued for comstruction outzide the central elties.3
The percentage was conslderably higher in mest of the large SMSA's for which the

Burean of Labor Statisties develeped such information:

Atlanta T1%E
Boston 81
Chicaga 37
Dayton =11}
Detroie 0
Indianapolis o3
Los Angeles BS
Mew Orleans 4
MHew YTork Bl
Philadelphia 15
Sc. Louie a7
San Francisco s
Washingeon, D.C. 96

A recent poll found that almost half of all union members mow live in
the suburbs, and that "suburbanites account for about three=fourths of unionists
under age 40."&/ Thue, many of the industrial employees have been able to follow
the plants to the suburbs, But the flight of industry from the central city has
made it increasingly difficult for the disadvantaged citizens who are forced to
remain in the eity to find employment.

* For example, Houston and Columbug undertook annexation and Providence in-
cluded suburban arcas.

23



TANLE L&, - -MARUTACTURING EMFLOTMENT, INSIDE [DOb AND OTUTEIDE CESTHAL CITY (0OC),
37 LASCEET STANDARD HETROIDLITAN STATISTICAL AREAS, I95E GND 1963

[ Thowdands)

1963 Aa & Far=

LiSE — LA cenl of DEES
i -1 N . N -~ .| -1 N - + M | NN =R 1. = =

Low Anpelep-Long Bosck, Callfernia 1TB.G 3FT.2 01K L. ETIT. w8 92.9% 175.1%
Sma Berpardino-Riverside-Oarario, Californis %2 I.7 I7.5 7.5 15.0 3.5 118.7 1347
Smn Dlego, Califernia Mok S i, & B0 &B.7 Il.6  A5.7 19,5
Sin Frepgisgo<(iskland, Califorals Len.3 L= Y L3l & 1861 Bi.7 144,64 HE.53  10E.3
Demver; Colarids 3.7 .4 13.8 695 .1 3.4 953  ILL.&
Washington, 0,0, 4,7 1.3 154 ¥0.1 3.1 2.0 101.8 304.0
Hiaml , Plorida .4 La.& i7.% £%.3 %, 2 26.0 ¥ 137.1
Tacga-5t, Petessburg, Florids 3.2 .7 B.3 .7 3.8 L2.% 100.4  L5L.E
Arlante, Georgla B}, 5 a6 a5 Wi, 7 H.& 43,3 10%.6 127.7
Chicaps, TLlILnals Aa57.2 5E9.4 JAT.8 BED. B L3 2. BR324
ladlesdpolis, Lodias 10%, 6 e %5 115.8 g 45.4 100,1 [28.%
Lonierille, Keatucky<Indlans BT 55.7 | 1) ET.6 58.0 9.6 104.1 5.4
Baw Orleans, Loulmians 45,9 .1 14.8 1.1 1.1 18.0 10,3 107.1
Balrimore, Haryland 1¥1.& i34 B 1.4 fad. Bk #i.E 102,86
Tranos, Heasachuserrs ML.0 .l 210.3 2¥3.& 81.5 210.% BL.5 loduD
Detrale, Michigdn £ & A5 2519 L9319 o6 5% #h.0 115.%
Minneapolis=5c. Peul, Misosgots 148, 0 I13.% JE.5 1%3.8 1. X 53. 5% §7.2 LBk . &
Eangid City, Hidscurl-Eanaas P | b& ¥ 3.2 iil.1 6.4 4R.0 W7 12H.2
St. Lauie, Hissouri=Tliinods 3.5 Lih. 8 11%.7 199.7 129.L 130.6 &7.9% 11%.%
Huuanck, Baw Tecaay 45,8 L 184 .0 150.3 EEN 1.5 #1.% 10%.8
Facerapn=Clifton-Faamalq, Bew Jermey 14,3 BI.¥ LE L] im, 5 a3.8 11%.7 #.8 118.%
Buffalo, Hew York 173.% -1 ] 105.9 162. 9 57.0 105.%4 43,6 100.9
Hew Tork , Hew York 1, 084,0 998.4 1B%, & 1,.047.% 7.4 219.8 93,9 11B.&
Bochaster, Baw York L16.F e 5 i E21.% a7.3 0 Pdd.E jEEA
Cincinnmti, Ghio-Kentucky-lndidna L35 ot 2,1 L131.% That 7.3 160.] .5
Elevelasd, Shin 3.7 180.3 §2.9 28103 16B-F 111.4 93.& 109.9
Colembue, Ohic .0 H5.4 IT.6 #6. 3 BS. W 14,3 119.0 BL.3
Bayton, Ohio 37.1 7B.2 1%.0 LT gl.1 3.0 183.B lIh-L
Forciand, Oregon-washingres m. 3 15.3 111 63,3 d5.8 8.7 I9l.1  11B.%
Fhiladelphis, Pesssylvanis-Kew Jacmy LR ] 2965 LT Y L I ] i 230.9 #4.F 1138
Pictabargh, Fennsylveais A, T 5.3 b k.1 A1.7 190,53 HE.2 1.3
Frovideacs, Bhods Taland 1273 bi.h B4 .6 L125.% 65.0 &0.9 103.E 4.3
Dullas, Tewis k= 4 .7 5.5 Lol HE_1 2 1o 1an.?
Boustnn, Texss L. & 1 15.7 Ldd. & 7.3 B3 O11E.S a7r.7
Jan Antcmio, Texas iy 1583 Lol 3.8 2.4 2.2 1lo.¥  13T.3
Epittle-Evacett, Wishingtca 116.% BE.5 2.5 121.4 B4 1 7.5 97.3  133%.0
Hilwaukes, Siscosaln L 13E.A 84,9 L43.§ 119.3 .5 akLF  QiE4
37 EMEA motal T.867.1  A4.651.% 32088 BO0LF 43T 3.TIS. 0 MO RLS.B

Soorca: 1963 Cemius of Minufecturing.
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In some aredas the movement of industry has served as a salutary shock
treatment for the central city as well as for the metropolitan area as a whole.
Boston s a case in point., For generations it was known as & center of low
wage, low productivity textile and leather factories, and the textile towms of
Lowell and Lynn are part of imerican economic and social history. The draining
off of these industries to the low cost labor aress of the South is a familiar
gtory. Less well known is their replacement by the dynamic industries of the
future--electronics énd research--and by the expansion of the already estab-
lished high income service indvstriea (neluding insurance, medicine, education,
recreation and finance. Seeking space, transportacion limkages and customers,
miny of these new activities ring the ceater ¢ibty at some distance, but for the
area as 4 whole they have brought one of the highest rates of income growth in
the country. By 1967 Boston exhibited half of the natiomal rate of populationm
increase, bubk its per capita income was one-fifth higher than the U.5. average.

IMPLICATIONS OF SOCIAL AND ECONOMIC DISPARITIES

Afcer assessing relative levels of various soclal and economic indica-
tors in central cities and suburbs, it is clear that the Hation's central citles
are becoming inhabited to an increasing extent by "high cost" citizens. The
central city has a concentration of the nonwhite, the elderly and the low income
population often living in wnsound housing, without an adegquate education for
today's world and without hope for the future (Table 15).

The ateas where theses high cost citizens live have higher densities
than the sther urban territory within the metropolitan area as well as an in-
credsingly obsolescent private and public infrastructure.

The confluence of all these forces has placed enormous burdens on the
central citfies. AF the turn of the century the large cities were viewed as the
most qualified povernment to handle social problems by wirtue of their income
and wealth. It was the cities that were providing high quality education, pot
the suburban and rural areas, and the cities had the resources to do so. This
fact was recorded in no uncértain Eerms by an observer of the scene at that time,
and eventually led to Scace school equalization prugr'?s that have favored
guburban and rural school systems ower urban schools: 2

In two=thirds of the states of the Union no adequate provision is made
for the maintenance of the smaller schools of the state, and usually
these are maintained in 4 most unsatisfactory manner and at & sacri-
fice entirely out of proportion to the local benefits received. Om

the other hand, the cities with their aggregations of people and wealth,
are able co malntain excellent school systems on a relatively small
HxEEﬂdLEuEE.' Juetice and equity demand a rearrangement of the appor-
tiomment plan sc as Lo place a larger proportion of aild vhere it ie
mast meeded. There is little excuse for & system of state caxatiom

for education if the income from such taxation 18 to be discributed

o lcalics added.
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TABLE 1% --D5HMARY OF ST F]OANT RATIOHAL DISPARITIES, CENTRAL CITY ANT OOTELDE
CENTRAL CITY AREAS, ALL ETAMBARD HETROFOLITAM STATISTIOAL AREAR, 1960
(Furcant, =xcept where noted)

—————luteide Contral Clix ATEA
Conrral Othey Crbas Fmral Burml

Lism. ity Iokal ~IAITitomy. Honfam Earm
Bepulation
Fercent dlacribarion 51.4% 4A.EL 35 EL 10.3% .52
Faccank Incrasas, 19%0-]085
Teral populatisa in.7? 4H.5% n.om. ni-A, 8.
Whita &7 49,1 fads fiodl: aal.
Higrs 503 n.r n.a. fi.&., [
Paccane samrvhdte 17.3 5.0 .5 &l G.4

Fercent under ape 15

Total popalation 8.1 iz.% .y .3 1.0
Whice 26.7 3iE 338 4.1 31.0
Hemvhice ELE .1 7.9 3.0 LI

Feccant gver ags Al
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White 15.6 104 10.8 10.0 15.2
Homwhita 7.9 B-1 T.4 ¥l 100

Bducatipgal SCTEfameRL
Bercent of populitica 16-17 mot
earalled 1n aohdol 0.6 16.3 15.7 0.8 16.&
Batcent of population ower mgps
23 with less thin 5 yeacs of
acknnl 8L Sal £.8 T.E B.T
Bercent of populatica ocwar
25 with & yeare of gollegs or

o .0 . 10.7 1.0 i3
Madian echon]l Peard oompleélsd LT YE&. L1.B ¥ri. 12,8 ¥Y¥i. 10.6 Yrdé. .2 Tia.
Incose sgd emplowment

Hadian Family dacoos § 5,880 § &,707 §7 007 53,830 LTI

Uignfleyed @8 prcest clwlliin

lakar Foroe 300 &.7% &4, 7% 5.0 I.5%

Beccent employed in

Agriqulvars P ] LA L.1 5.0 50.2

Hiniag . | -8 -5 (I 8

Hapsfaorering 14,9 Nl.& 3.9 32.0 15.4
Housing

Living in single Ffémily unies 5.1 B4 7 Bl o n.a.

Proportion owner-ococcupiad 4 & Fa.? =m.m- n.m- n-a,

Liwing in Bausing ballo Befere

1550 0.2 58.5 Bl e nsills

Living in wosouad housisg 0.4 15,4 B, .. .=, Fi-a,

Hedlon valee owmer-accupled

housing §02 300 El4 400 ol 0.l neils

oam- ® Date mot avedlabis.
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in & larger proportion of the communities best able to care for them-
gselves. Such a statement does not imply hostility to the cities., On
the contrary, 1 have repeatedly pointed out that cities do not recelve
any proper recognition for the longer term or the many additional
educational sdvantages which they now provide, Under such a thoroughly
un just apportiorment basla as the school census, howewver, the cities
figw receive tChe lion's share, and many are pald in an amount out of
all proportlion te their relative mneeds or efforte made.

Im summary, the Commisslon's analysis of social and economic dispari-
cies between cemtral cities and thelr environs reinforces several major conclu-
sions of an earlier study of the same subject. The central cities in the
largest SMSA"s upon which the present study concentrates, especially the older
industrialized cities im the Hortheast and the Midwest, are the jurisdictions
with the most serious soclal and economic problems; they are also the clities
experiencing the most severe fiscal tenmsloms. By comparison, the picture in the
South and West is mixed. Because of vigorous anmexation activity in a number of
SMCA's there, the central clty-suburban disparities are not nearly as well de-
finad.

At this time, however, it 1z quite clear that, with seme outstanding
exceptions, even the most heroic efforts of many of the central cities of the
country fall far short of their requirements. Suburban areas are surely not
without their problems, but they are not without thelr resources, either, in the
form of significantly higher incomes, better education, lower unemployment and
new housing. The suburbs are the primary beneficiaries of the economic growth
of the last twenty years. This growth has by-passed some rural areas whose
social and ecomomic problems approach or even surpass those of the central
cities. From a fiscal point of view, however, if not a social one, those two
areas place guite different demands on local govermment, We turn next to the
effects of these developmente on local government and their implications for
fEiscal policy at all levels of government.
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Chapter 4

LOCAL GOVERNMENT FINANCES—THE METROPOLITAN
FISCAL DISPARITIES

The political fragmentatiom of the metropolitan economic community cre-
ates serious tax and expenditure disparities among ite local governments. The
extent and character of these disparities highlights the profound influence of
State policies on the fragmentation process, through the assignment of program
and financial responsibilities and the allocarion of revenue resources. The
S5tate's role in shaping local government structure cannot be overstressed, for
its constitution and statutes prescribe the framework for local government, cach
State in 1lts own particular way.

LOCAL GOVERNMENT SYSTEMS

An examimation of Z!.l:r:l.l government finances in a particaolar area must
necessarily take account of the government structure, for the way in which local
govermment g organized directly affects the nature and magnitude of Eiscal dis-
parities among the jurisdictions involwed.

Local governments are organized in a variety of waya to perform their
gervice functions. One central eity model is the fairly inclusive system (Wash-
iagton, D.C., Hew York, Boaton dnd Baltimore) where the municipal government
provides all county, city and school district functions. Ancther is exemplified
by the Philadelphia, 5t. Louis, San Franclsco, Denver and Mew Orleans areas, where
the city and county are coterminous but where public education Is furnished by
independent school distrieta.

But these rather simple patterns are not typical. The more general met-
ropelitan area 1s characterized by a maze of govermmental umits: ecountles and
overlapping, noncoterminous school districts, municipalicies, townships and spe-
clal discrices. The number of such povernments ranges (eom only 27 in the Balei-
mare SMEA to more Chan one thousand fn the Chicago area (Table 4=9), posing sig-
nificant problems in the allocation of responsibility for performance of functloms
and in the distribution of financial respomsibility.

Aside from the multiplicity of local governments, there i8 considerable
wariation within metropolitan areas in the aature of local government systems.
In gome, the area outside the central city contains no municipal government ;
school districts and counties are the prinmcipal jurisdictions. Tn others, the

58



landscape surrounding the central cicy is dotted with numetrous Incorporated munmic-
ipalities. The existence of special districts, or the lack thereof, depends upon
State laws and local opportunities.

METROPOLITAN AND NONMETROPOLITAN LOCAL FINANCE PATTERNS

The drift of governmental responsibilities to higher levels noted ears
lier* has mot been sufficiemt to offset the increasing financial obligations of
local govermments, particularly these located in metropolitan areas. National
sggregates for 1957 and 1962 and more restricted data for 1964-65 Indicate that
local govermment in the metropolitan areas spends more and taxes more per perdon
then in the remsinder of the country (Table 16).%% In 1962 per capita local di-
rect general expenditures were 33.6 percent higher in metropolitan than in non-
metropolitan areas and 42.3 percent greater in the 37 largest sMEA's than in the

rest of the Natiom.

For the Mation, per capita sducatiomal Lures are roughly the =same
in metropolitan and nommetropolitan areas (Table 17)., Mowever, there iz a strik=
ing contrast in poneducational expenditures--which include all the publiec welfare,

health, hospital, public safety and other public services essential to the well-
being of citizens. These general goverrmental costs are two-thirds higher in the
metropelitan areas than they are in the rest of the country. This difference is
accentuated when highway expenditures are excluded; them, the metropolitsen area
expenditures are almost double the nonmetropolitanm expenditures. By the same to-
ken, per caplta tax revenues are almost two=thirds higher in metropelican areas
than im the rest of the country.

Expenditures Disparities in the Large Metropolitan Areas

Historieally, per capita expenditures in the central cities heve exceeded
those of the outlying areas and the rest of the Hation. This was true not only
for cotal expenditures, but for the individual components as well. Citles were
able to spend more on their educational and noneducational serwices than their
surrounding areas or the Natiom as a whole. Although the occasional high income
suburb surpassed the educational expenditures of the central city, {iscal dispar-
ities were mot a8 critical as today in the sense that central elty demands ax-
ceeded available resources.

* See Wolume 1, Chaptera 3 and 4.
*% The figures in Table 16 and in subseguent tables dealing with lecal finances

in metropelitan areas reflect all local goverament fiscal activity in a given lo-
cal area. See Appendix B,
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TAELE 16.--SELECTED PER CATITA LOCAL GIVERNMENT FINAWCE DATA FOR
HETROFOLITAN AND HOWMETROPOLITAN AREAS, L957, 1961 AND 1964-19463

o _Direce Gopegal Expenditure Taxes T %
All metropolitan arcas 175,49 E2135.92 M. @ 5 9. B8 5131.44 .. £3%.490 &55%,87 ads
Formet copilitan areds 1%6.38 176, 4% Mad, 37.18 80,68 Tefla &6,91 53,30 fi-i,
Hetrofnonmmetro 138, 5% 133.6% Mads 172.9% 162,95 Oodle #3.0% BH 4% N.A.
37 targeat SHEA S 519320 H3bk L SA0L-20 GEE3-48—H152.04 E172.41 Gl Oy B 5 38322
Smaller SHSA's plus nonmetro areas 134,07 185.87 218,31 63. 20 H1.36 1403, 36 0,27 GE, 36 75 . i
37 EEA'sfremsining areos 150,405 142, 3% 1348.8% 179.6% 185, 7% 167, 7% 11&.3% 105.4% 110. 5%

G.%, = Data not avallable.

Sgurce! Conpiled from wariouws reports of the Goverrments Division, 0.5, Buresn of che Census.



TABLE 17.=-=PER CAPITA LOCAL DIRECT GEWERAL EXFPENDITURES BY FUNCTION FOR
METROPOLITAN AND NOWMETROPOLITAN AREAS, 19621/

Expenditure Category

Total expendituras
Mract general expanditures

Capital outlay

Other than capital outlay
Education

Capital outlay

Other than capital cutlay
Honeducation

Capital outlay

Other than capital cutlay
Honeducation-nonhi ghway

Highways
Capital outlay
Other than capital outlay
Public Welfare
Hospd tala
Health
Police protection

Fire protection

Sawarage

Sanitation other than sewarage
Parks and recreation

Hatural resources

Housing-urban renewal
Correction
Libraries
Financial sdministration
Exhibit:
Local school per student
Capleal outlay
Other tham capictal outlay

Tnited
States

$243.67
214,35
§1.57
170.78
Q.57
16.26
B0.31
117.78
27.31
90,47
97.75

20.03
B.48
11.55
13.84
9.66
.08
9.598

6,03
f.85
3.69
4.77
2.14%

G, L
.34
1.72
2.%3

471.04
78,61
392 .48

.

§269.72
235.92
51.37
184 .55
98 . 2
17.5%6
BO. 68
137.68
33,61
103.57
119, 04

1E8. B4
9.49
5.17
16,30
1o.60
2.45
1z.72

513.B5
91.13
422,72

Hon-

SMSA

5198.13
176.65
29,92
146.73
93,64
13.98
79.66
83.01
15.94
67.07
B0, 56

22.55
6.71
15.71
9.5%
g.01
1.42
5.18

2,86
3.91
1.47
L.74
2.40

1.5%

~BE
1.11
2.62

40558
60,58
HE. 59

SMSA As a
Farcent of
Hon-SMSk

136.1%
133.6
1711.7
125.8
104.9
125.6
101.13
165.%
Zlz.1
154.8
1%6.6

83.0
141.5
56 .4
169.9
132.3
172.6
265.6

215.5
217.19
337.5
373.0

B2.7

551.7
312.2
186.3
121.6

125.5
150.4
171.1

1/ Population allocated on the basis of 1963 metropolitan/nonmetropolitan resi-
dence; &3.6L in metropolitan areas and 36.4% in noasetropolitan areas (0.5,
Bureau of the Census, Current Population Repores, Series P-20, No. 131, Sep-

tember &4, 1964),

Source: T.5. Bureauw of the Census,

ensus of

Washington, D.C.

Gl

1962, Vol. V, Local
Government in Metropolitan Areas, U.5. Government Printing Office,



By 1964-63 the clear=cut distinctiom between the level of total fiscal
accivity in the central eity end outside the central city had vanished. By this
timg in 13 of the 36 largest metropolises, the ocuter areas spent more than the
central city.* This emerging pattern does nofC represent a reduction im the bur-
dens of the central c¢ity; rather it represents the lmpact of the central city's
diminished rescurce hase on one hand and the expanding expenditure gap between
central clties amd outer areas om che other.

Clearly, the central clcies of the 3§ largest metropolitan areas bore a
disproportionactely large share of local govermment expenditure in 1964-65 rela-
tive to thelr share of the population. &s Fig. 3 depicts, those central cities
contained 18.6 percent of the populacion, but accounted for almost 25 percent of
all local gxpenditure. In per capits terms, local govermment expenditure in the
central cities of the 36 large SMSA's was 21 percent higher than in their outside
regions, and almost two-thirds above that for the rest of the Mation.

Individual areas reveal considerable warlatiom in the level of expendi-
tura. [uring 1%64-653, the range in per capita general expenditures for all funec-
tions In the central cities extended from a lew of %201 In Kansas City to 5446 im
San Bernardino-Riverside-Umtario.®*® The range outalde the central city was simi-
lar, from $163 in the Lowisville area te 610 in the San Francisco-Oakland com-
plex (Table A-10%.

A_somewhat more refined measure.of wariability, which avoids relying up=
on the "extreme” observations--that is, the semi-interquartile range=--reveals &
wider range of variation in the outside central city regions than among central
cities, The comparable measures of wvariation derived by this method are 17.8
percent for central eicies and 22.7 percent for the dutside arcas. Nonetheless,
4 eomparison of expenditure levels for the 36 central cities and their outlying
areas further substantiates the higher spending requirements in the central
clities; and this is evident mot only in the extreme cases but for each of the
quartile divisionms, as shown below for 1964-65;

Central Tutside Central

Heasure City City
High 2477 2410
Low 201 163
Range 288 267
ol il 214
Q2 292 247
Q3 5 126
1L/20Q3 = Ql) + g2 17.8% 22.TL

& fur apalysis of local government flnances in metropolitan areas is based on
data developed by the Buveau of the Census for the 37 largest SMEA"s. Howewer,
San Antonio is omitted from the apalysis because che data are incomplete,

#wh  Per capita general expenditure was somewhat higher in Washington, D.C., but
that city performs "State"” as well as local functions.
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Figure 3,

POPULATION AND LOCAL GOVERNMENT EXPENDITURE
COMPARISONS, 36 LARGEST SMSA's AND
THE REST OF THE NATION, 1965
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There are numerous examples of suburban commmities in which per capita
expenditures exceed those of the cemtral city. They include such wealthy urban
communities as Hunting Valley, Gates Mills and Shaker Heights in the Cleveland
area; Beverly Hills in the Los Angeles area; Wimetka and Wilmette in the Chicago
area; and thelr eounterparts in other sections of the eountry. MHigh per capita
e:penditurea, representing a high level of services, are found alse in industrial
and commercial enclaves--Verpon, Commerce and Indusrry in the Los Angeles arecal
Emeryville Iin the Zan Francisco area; Cuyahoga Helghts In the Cleveland areaj
Lackawanna in the Buffalo area; and Teterboro im the Paterson=-Clifton-Passaie
ATEA-

At the other extreme are the rural aress or commumities in which service
lewvels are minimal and which receive little or no State ald. They can be as
large as some counties or as small as & rural hamlet.

Detalled studies of the individual areas indicate that mot only ls there
considerable social and economic wariationm among the communities which make up
the outside cemtral city areas, but there is 8 marked wariation in finances a=s
well. The extent of the variation depends on the size of the wnit analyzed; it
im lg=s for county areas than for individupal communities. Further, it depends
on the allecation of functiomal responsibilities bketween the county and the in=
dividual local jurisdiccion. The range of variation [or either expenditures or
revenies cannot be predicted unless the entire Tange of responsibilities is taken
inte account.

Educational Expenditures

Per capica educational expenditures, including local expenditures for
higher educatiom, were conspicuously higher owtside the central cities in 1964=-
65 than inside:

Weighted Unweighted
AT ¢4 _Average _hverage
3o large SMSA central
cities £ 90,07 5 98,75
36 large sMSA "outside
central city" aress 145,84 Lah. #7
Eemainder of the Hation 106 .92 Ti.&.

Both the weighted and unweighted averages place the educational expenditures of
the central cities well below those of thelr surrounding areas.®

#*  The "weighted average" favors neither the large nor the small 3M3A's while
the "unweighted average" takes on the characteristica of the more aumercus
smaller SM3A's. See Appendix B.
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In fact, the per capita gap between central city and cutside central city educa-
tional expenditure grew from 519 in 1957 to 542 inm 19646-65 (Table A-11).% jAnd,
a6 15 indicated by the weighted average, the central city spends less tham all

the rest of the Wation. This is a perverse expenditure patterp 4f it be frue., as
ieve be ren £ r
F1l i o wl ol Sate

their home environment.

In 32 of the 36 large setropolitan areas, the “outside central city”
educational expenditures exceeded those of the central city, sometimes by more
than $100 per capita.®* The generally low per capita educational expenditures
in the central city are all the more inequitable in view of the fact that such
expenditures uswally include more items than those of school systems cutside the
central city. Such "extra" costs often include higher education programs and
contributions to teacher retirement systems which the State often absorbs out-
gide the central city borders.

Table 18 excludes the capital and higher education costs from total
edocational outlays, but still shows an alarming disparity in public educational
expenditures. ¥k The figures understate the seriouspess of the sipyation becauge

far more needs to be spegt in educating the child io the slums than ip the affli-
ant suburh.

The Commission"s analysis shows clear-cut disparities in the respurces
devoted to education on a per capita basls., But perhaps of even greater signif-
icance are the higher per pupil expenditures in all outside central city areas
except Boston, Providence and Denver, deddkk

* This pattern is confirmed by regression analysis which indicated that for
egch 51,00 of central city educational expenditures in 1957 there was 51.24 spent
im 196&-65, while the expenditure of $1.00 ouwteide the central city in 1957 had
grown te $1.38 by 1964-65.

** Im the two Florida areas (Mismi and Tampa-5t. Petersburg) the expenditure
lewels are identical because the school systems are countywide. The higher cen-
tral city expenditures in Cincinnati reflect a contribution te higher education
through the municipal university, while in San Bernardine and Riverside there are
large junlor college eystema in the central cities which are surrounded by a
relatively low income area.

**% There is a distinct difference in the current elementary and secondary per
caplta school coste between the central and other cities in all areas except the
two cases in Florida, where differences could not exist by definition, and in San
Bernardine. The large higher education component of the Cincinnati totals has
vanished, although the fmpact of the outside central city region operating under
three different State aid systems 1a still present. In San Bersmardine a suburban
area is surrounded by extremely low lncome rural territory.

widkBoston and Providence are surrounded by a wariety of communities, such as
Lawrence , Lowell and Haverhill, which display central eity characteristics and
could, in fact, be central cities of individual 5MSA's. These cicies dilute the
impact of individual school districts in Mewton, Wellesley and Brookline where ex-
penditures Ear exceed those of their central city, But the general model of
greater resources devoted to education gutside the central city is unmistakable.
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TABLE 18.--FER CAFITA AND FER FUFIL CURRENT EXFENDITURE FORE LOCAT SCHODLS, CENTRAL CITY (CC)
AND OUTSIDE CENTRAL CITY (OCC) AREAS, 37 LARGEST STANDARD

HETEOTOLITAN STATISTICAL AREAS, [96&-1965

Per Capita Fer Pupil
APER TEr @ oo 5 ogC
Lea Angeles-Long Besch, Callfornia s118 5 W 194 558 L4214 S654
San Bernardino-Biverside-Ontaria, California 123 142 115 578 408 631
Ban Mego, California o7 a9 129 549 485 621
San Francisco=Dakland, California 127 79 158 701 ShS 758
Denver, Colorads 111 a5 124 471 493 457
Washimgton, O.C. 107 74 117 N5 508 62
Hismi, Flovlda 1 a9n 0 303 503 503
Tampa-5€. Peteraburg, Florida a7 a7 &7 362 3ol 362
Atlanta, Georgia i L1 100 18 182 403
Chicage, Tllincis B& a7 109 308 433 578
Indiamapolis;, Indiana 106 e 176 471 &07 579
Tauiavllle, Eentucky-TIndiana | &% 87 L1E 350 445
Hew Orledans, Loulsiana 57 50 71 33 314 189
Balrimore, Maryland &5 Bl L1 429 407 452
Baston, Massachusatta B4 (44 oF:] 40% G040 499
Detroit, Michigan 108 a1 129 509 454 539
Mimneapolis=§t. Faul, Hinnesota L8 1] 135 Ll 32V 5&7
Kanases Cicy, Missouri-Eansas a1 E1] 117 4495 425 531
St. Louis, Missouri-I11incia &2 1) 13 532 411 S5
Hewark, Mew Jersey 106 26 109 5495 515 619
Patersan-Clifton-Tassale, Hew Jeraey a3 75 113! 357 437 574
Baffalo, Hew York 125 T 157 Bk s07 T
Hew York, Wew York 121 96 181 780 TIE EBS
Rachester, New Tork i 104 172 BO7 00 BBS
Cincinnatd, Ohio=Kentucky-Indiaca 7% 78 T §72 435 4G
Cleveland, Ohia a4 Bl 105 528 433 609
Colunbas , Ohie 42 L 115 410 168 500
Dayton, Chis 101 10 102 431 431 43z
Fartland, Oregon-Washington 115 92 133 543 s E1h
Fhiladelphia, Pesnsvlvanls-Hew Jersey EE 63 108 SE6 477 656
Pitesburgh, Penmsylvania 30 =H 104 51 L1% 544
Feevidence, Fhode Tsland 70 B 72 430 436 427
Gallas, Texas 73 &0 93 423 334 597
Bouston, Texas i &2 1 430 311 T94
Sap Antooio, Texas &% il e s 110 . 8. Dl
Seattle-Everstt, Washingtom 11% 4 LGS 527 476 3346
Ml lwaukaee, ¥isconsin B3 &6 116 Las il ha
thﬂ'liihtl-ﬂ. AVErAgs ar B2 113 514 G55 573

Source: Complled from waricus reports of the Govermments DMvision, U.5. Bureau of the Cansus
and Erom the QEFlce of Bdiscation, Deporcsesnt of Health, Education, and Welfarae.
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Fig. & shows how educational expenditures in the central city have
dropped behind those of the putskirts in recemt years., A slight centeal-clty ad=
vantage of 39 pgr pupil in 19574 was transformed to a central-city disadvantage
of $62 by 196 and 5124 by 1964-835.

The growth of this central city-outside central city éducational gap is
caused partly by the outward movement of higher income families. Moreover, after
raiwing the adeguacy and quality of their school plants by the late 1950"s and
early 1960'z, the suburbs were able to concentrate more of their resources on en-
riching instructional progrems amd improving teacher pay scales,

Many of the ceatral cities, on the other hand, sare faced with a gigantic
gchool building replacement need now. A survey of the public school plant in 15
large cities in 19465 showed that, except in Housten and Los Angeles, at least one-
third of each city's public school bulldings were at least 45 years old (Table
19).

==1In the most recent past the proportion of total
population attending public schools has increased in the central city while it
declined somewhat ocutside the central city area:

Ceneral Outside
dedr 00000 City =00 Central City
1957 16.1% 0. 8%
1962 17.2 F2.6
196465 17.4 20,6

In many of the central cities entollment in parochial (mainly Cathalie)
schools haeg been declining=-a reflection of both the flight of the affluent to
the suburbs and the increasing difficulty in financing parechial education.® The
lower income f£amilies either remain in, or move into, the central city and send
thelr children to public rather than to parochial schools. Buffale and Cleveland
are extreme examples of this situation--both cities bave experienced 25 percent
increases in public enrollment congurrently with 10 percent declines in total
population, Chicago has experienced a similar situation as heve other central
cities, adding to their educational financing problems. The pressures on maoy
suburban public school systems, on the other hand, are lightened as many of their
residents ave willing and able to support & high level of public school education,
especially where they are not faced with heavy general government costs.

Cleveland exemplifies the central city-suburban fiscal problem in the
education field, First, the city uses its vroperty tax base so intensively that
schools must take a smaller share than that available to other school districts.
About 43 percent of the total property tax levy goes for schools in Cleveland,

*  Total enrcllment in private (including parcchial) elementary and high schools
fell off almost 300,000 between October 1965 and October 1966, from 6,831 thou-
sand to 6,533 thousand, while such enrcllment in public schools increased by 1.2
million duting the same peried (U,5, Buresu of the Census, Reports P.20, He. 1632
and F.20, Mo, 167).
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Figure 4.

EDUCATIONAL EXPENDITURES PER PUPIL, INSIDE (CC)
AND OUTSIDE (OCC) CENTRAL CITIES OF
METROPOLITAN AREAS, 1957, 1962 AND 1965

Per Pupil Expenditure {Dollars)
600

100

cc occ cC occ cc oc
1957 1962 1965

Note: The ﬁuru for 1857 and 1862 are based on a slightly diférent aample of SHEA'R
thar thoge for 1385. Howeper, the three sels of deta are comparahle.

ACIR
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TARLE 19,--PERCENMTAGE OF PUBLIC SCHOOL BUTILDIMGS OVER 45 YEARS OLO,
15 SELECTED LARGE CITIES, AS OF JUNE 19651

Elementary Junior and Senior all
ciry Schools Hizh Schoolal Schoolsd/
Baleimore 47 . 3% 41.5% &5, 1%
BosLon Gl O 38.9 53.7
Buffalo 15.2 47.1 36.6
Chicago 46 .9 46 .4 46 .9
Cleveland &l.6 P 5.0
Deeroit 38.0 2r.1 35.8
Hous ton 3.3 13.2 20.8
Los Angeles 9.0 B.3 B.4
Mi lwaukes 49 .6 .2 P
Wew York 16.8 26.9 4.0
Philadelphia 46.9 Il.1 19 .6
Pittsburgh 563 .2 52.3
it. Louls 53.7 &1.7 54.7
San Framcisco 18.0 12.5 33.1
Washington, D.C. &6 . & 20.9 40,3
15 City Total 9.6 5.5 6.7

l.u" Excludes additions.
2/ Inmeludes wocational schools.
3/ Execludes 13 junior colleges.

Source: School Construction, Hearinge Before the General Subcommittes on Educa-
tion of the Committee on Education and Labor, House of BRepresentatives,
8%th Congreas, lst Sessiomn, July and August, L1965 (Washingten, D.C.;
U.E. Government Printing Office, 1906}, p. 357.
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compared with an average of over 60 percent in the suburks, with the figure
running near &0 percent in gome communities.

Secondly, the central city contains & concentration of "disadvantaged"
children who, becguse of thelr home environments, range of experiences and pre-
sumably their state of health, are less prepared for schoolwork than suburban
children. This pute an extra load on the central city scheol system. Altheugh
salaries are competitive, Cleveland has both a higher propertion of teachers
without certificates, and a lower proportion of guldance counsellors and other
professionals than do the suburbs--a telling, if intangible, cost of socially-
troubled areas.

Emerging trends are even mere telling than the current pleture. The
gap between central city and outside central city educational expenditures was
narrowed im only four areas between 1957 and 1965, and in the two Florida
localities and S5t. Louwis the relative expenditures were unchanged.

In the remaining cases, the gap between central city and outside cen-
tral city educational resources widemed. In five such instances; an initial
though small central city advantage was eliminated. The amounts by which the
central city relative position deteriorated varied considerably, as can be de-
rived frem Table A=1l. In some cases, the movement against the ceantral city
wag small==less than 59 per capita. In others, the deterioration was startling;
the mest dramacic example being Indiapapolis, where the 1957 differential of 513
per capita in favor of the cutside areas grew to $122 per capita by 1963--a net
change of $109 per capita against the central city.

In part, these movements may reflect the erratic pattern of capital
construction projecta for the base vears 1957 and 1965. This element of uncer-
tainty, however, cannot erase the unmistakable impression of the general deteri-
oration of the central city educatiomal positlom relative to the suburhs.

Noneducational Expenditures

Unlike the educatiomal "package,” the content of local noneducational
expendituras varies from State to State and also within States. Although some
functlions are common to all lecal govermments (for example, owverhead and finan-
cial administration) and other functiomns such as fire protection are local by
definition, the provision of certain critical functioms, particularly public
welfare and highways, depends on the State-leocal system for assigning expendi-
ture responsibilities. TIn addition the distinction between functions is not
alwvays clear. It is often difficult to determime, for example, where hospital
costs end and welfare costs begin. These problems are compounded when the out-
lying portions of a metropolitan area fall inte more than one State, while the
entire area must be analyeed as & single unit.

Of the forces that decermine the level of local moneducational expendi-
tures, nome is more important tham the decision of State policymakers concerning
the allecation of responsibility for the underwriting of public welfare expendi-
cures. This function may be assigned to E?n Gtate, the locality, or some com=
bination peculiar to the individual area.=' Where welfare is & local functiom,
the level of coeal expenditures for that area is higher. There are alspo differ-
ences withim a State. Thus, Hew York City (which performs both city and county
functions) assumes respomsibility for public welfare in each of ibts beroughs
{counties), whereas the cities of Buffalo and Rochester share the local cost of
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public welfare with their counties of Erie and Monroe. Similarly, San Francisco
(which like MWew York, provides both city and county services) assumes the entire
local welfare burden, while in neighboring Oakland the responsibility for public
welfare rests with Alameda County. Similar patterns exisc for other functions
vhich are assumed by localitics because of some combination of legal, physical
and sociosconomlic characteristics.

The centtal cities of the 3¢ large metropolitan areas spent, on the
average, 5232 per capita for noneducaclonm purposes in 1964-65 (Table A-12;
Fig. 5). Outside those cities, local governments spent only $132 per capita,
715.9 percent less than was expended In Ehe central cities. These statistics are
all the more remarkable because the putaide aress represent the Hation's great
concentration of high income residents, a concentration expected to be assocl-
ated with a high level of expenditure., And, local government neneducational
expenditure in the remainder of the Wation was even smaller--596 per capita.

The growing digparity.--Not only ig chere & gap in noneducabliomal
thnding inside and ontside the city, but the Zap has growsm in absolute dallar
amounts. The difference was 361 per capita in 19537 and had risen to $81 by
1964-65. A reduction of the disparity cccurred only in those areas where the
bax base was very small.™

The size of the noneducational disparity in any pﬁrtinulﬂt SMSA i% the
tesult of o ombination of factors. Public assistance case loads are concen=
trated in the central city, Therefore, the way the responsibility for adminis-
teting and financing public welfare is divided between the State and the locali-
ties {5 an extremely important determinant.

Table A=13 makes clear the extreme differences that arise among local
governments in welfare expenditures, reflecting differing State-local policileas
for adeinistering and financing that functiom. Per capita local public welfare
expenditure im the Seattle metropolitan srea was only B¢ fn 1964-65, while it
was S62.37 in the San Bernardine area. The cable further indicates the diverse
expenditures wvhich arise when the central city does not share the costs of
public welfare with an overlying county. Within the Hew TYork SMSA the cemtral
city {which is also the central county) spent $35.39 per capita, while Nassau
County spent euly 5L5.70 and mo other surrounding county exceeded 526,01, The
nonedecational dispariey between the central city and outside central city areas
is nocably accentuated whem the central city bears the total welfare responsi=
bility itself. The policy implications of this assigrment of the publiec welfars

function can assume immense importance, as 15 indicated by the finding of the
Commission's case study of the Cleveland SMSA;

Host of the welfare load im Cuvahogd Coumty occurs im Ehe CLEY

of Cleveland. Lewvies are voted on, however, in the county at lacge.

Up to the present, welfare levies are reported to have received general
support throughout the county in referenda. Some officials, however,
are concerned at the decline in support evident in some suburban areas,
attributing it te presccupation of suburbanites over the filszeal

® Comparisom of weighted and unweighted averages indicates that the gap 1s
understated for the largest areas. It ashould be noted alse that these Eigures

exclude expenditures for utilities and mass transic, which bear most heavily on
the largest cicies,
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Figure 5.

PER CAPITA LOCAL EDUCATIONAL AND NON-EDUCATION AL
EXPENDITURES, 36 LARGEST SMSA’s
AND REMAINDER OF NATION, 1965

Per Capita [ Dollars)
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problems of Chelr home community, mixed perhaps with some antipathy or
even hostility toward the central city and its residents.

Inlike other noneducdtional expenditures, local highway costs do not
show any distinct pattern (Table A-14). The level depends om the role of State
aid, the extent te which the State has assumed the highway functlom, and other
variables shaped by each State's history. Moreover, detailed studies indicate
that some countles also service the central city.

Tables A-15 and A-16 point up the relatively high police and fire
expenditures that are generally associated with central cities. In no case,
except 5an Antonio (police) and Odakland (fire), are per capits expenditures im
tha ¢an:£al clty for either of these Eunctions less than these for the SMSA as
a whole.

Comnunity concern with police and fire services was evidenced by a
recent Eraft poll in Houston. As described in the Commission's case study of
the Houston SMSA:

The poll alse showed that 77% of the citlizens favored a one percent
sales tax 1f tied to police and fire improvements., Other crucial
services inelude wacer supply, housing, water pollutiom control and
health-welfare services. Houwston's publie safety services are of
major concern, as well aes the services supplied to minority groups
and concern over raclal censione in the city. . .

Since the period of urbanization beganm a century ago, cities and their
suburbe hawve undergone great changes., However, on the whole, cthe division of
expenditure between educational and noneducational functions hae hardly changed
ower time, in elither the central city or its suburban envivens. As Table 20
shows, on average about 30 percent of the local expenditure in the larger cencral
cities was deveted te education in L1957 and 19653; outside cheose clties the pro=
portion was around 30 percent. Similar relationships would have been noted inm
1880, 1902 and 1913,

Although the roughly 20 percent gap between central and outside central
cities in the portion of total expenditures dewoted to education is widening
only slightly, in absolute dollar terms the difference between the two areas is
growing. Local effort is a major factor in the level of educatiomal expendi-
tures, but the role of State aid is also important, as will be demonstrated.

Historically, citles have played a significant role in raising the
level of social amenities of our population, for they represented centers of im=
portant power and public wealth. Early inm the century, the cities provided more
adequate education and noneducational services than did their cutlyving areas.
Policy was designed to redressg this fmbalance: State aid and State services
were furnished to rural and suburban aress to ease the transition inte urban

ol In Washington, Bostom, 5t. Louls, Newark, Rochester and Fittsburegh central
city police expenditure approached twice that of the total SMSA. Similar sitpa-
tions eéxisted for fire protection in San Bernarding, Washington, Miami, Stc. Paul,
Faterson, Passaic, Bochester, Cincinnaei, Dayton and Pictsburgh.
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TABLE 20.--EDDCATIONAL EXPENDITURE AG A PERCENTAGE OF TOTAL GENERAL EXFENDITURES
IREIDE (GC) AMD OUTSIOE CEWTRAL CITY (3CCh, 37 LARGEST STANDARD HETROPOLITAH

STATISTICAL AREAS, 1957 AND 1964-1%5

Area

Laa Angeles-long Beach, California

Fan Berpardipo-Riverside-Ontaric, Califernia
Zan Mege, Califorpla

San Francisco-Oakland, Califorola

Danvar, Colorado

Washington, D.GC.

Miani, Florida

Tampa=5C- Petersburg, Florida
Atlanta, GeoEgia

Chicage, Illineis

Indianapolis, Indiama
Louwiaville, Festucky=-Tndisma
Hew Orleans, Louisians
Baltimope, Maryland

Bopten, Massachussrrs

Datroit, HMichigan
Hinmeapoelis-5c. Faul, Minpesota
Fansas City, Hissouri-Eansas
S5t, Louls, Hissouri-Illinois
Hencark, Hew Jarsay

Pacerson-Clifeon-Fasdalc, Mew Jarsay
Buffalo, Hew York

New York, New York

Bochester, Hew York

Cipeipnati, Ohio-Eentucky-Indiana

Cleveland, Ohio

Colunbus, Ohio

Dayrom, Ohio

Portland, Dregon-Haeshington
Fhiladelphia, Pemmeyleanis=Mew Jersay

Fitesburgh, Penasylvania
Frovidence , Rhods Island
Dallas, Texas

Houeton, Taxas

San Antenia, Texas

Seattle, Washington
Milwaukes , Wisconsin

Tewelghted average
Walghted awvarage

O.8. = [MEa not avallable.

1957

o acoc
.75 45.B%
&9.7 bl.T
ir.7 47.8
19.1 LT )
4.1 503
0.9 B4, 1
3.0 1.4
an. 54.2
34.8 230
3.8 G0 B
3.8 .1
8.3 6Z.3
8.2 3.5
9.4 .0
15.7 37.4
.1 5r.0
3.7 51,1
33.9 49,1
.9 T3
1.3 48,6
6.1 5Lk.6
6.9 47.1
5.5 53.4
6.5 UG,
3.9 47.40
27,3 fuly 1
3l.3 60.3
2.1 G0.5
36.9 6l.1
9.7 5&.2
Z1.8 50.0
ir.a 0.0
315.1 59.3
&1.9 7.4
G2.5 B83.7
1.8 6L.3
k.1 4.5
.o SL.3
fladla Tl
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society, Rural education was the special beneficiary of this poliey.* However,
recent developments have changed the requirements of the local expenditure equa-
tiom. The new summond to conguer poverty has placed additiomal burdems on Chose
jurisdications which house the poor, not enly for direct assistance but also for
gducation and the related police; housing and fire functions. It has become
increasingly difficult for the central cities to supply these services out of the
resgurces now available co them.

Resources Disparities

Taxz Revenus

Although total Federal-5tate ald wvaries only slightly as between metro-
pelictan and nonmetropolitan areas across the Hation, per capita taxes increase
steadily with size and demsity of the areas. In the nonmetropolitan areas (which
now agcount for only about 36 percent of the populatien) per capita local taxes
wara 58l in 1962. In metropolitan areas (which contain the other &4 percent of
the pecple) the per capita tax take was 5131. And, in the 37 largest SHSA"s
(which contain roughly 40 percent of the population} per capita local tax ecollee-
tions amounted to 5133 in 1962, %%

By 1964-65, per capita local tames in the 37 largest SMSA's had risen bo
5174, but in the central citles of those 3MSA's the tax taéke was $700 per capita.
This awerage actually comceals a eonsiderable interstate difference im the level
of taxes (Tabla 21}, %W

A high ctax level affects both the center and the outskirbs.®%% Where
taxes inm the central city are high, the ocutside central city taxes also tend to
be high, and conversely, low central eity raxes are assoclated with low taxes

#  See Chapter 3, page 55.

*% These Figures are weighted averages.

*% In 1965, per capita taxes in the central city aresas ranged from a low of 584
in New Orleans to a high of 5291 in Washington, D.C., with New York City and
Hewark only slightly below at 527% and 5273, respectively,

##%%The correlation between the tax levels of the central city and outside central
city segments of a metropelitan area L8 +.5930.
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TAKLE Z1.--FER CATITA TOTAL LOCAL TAXES, CENTRAL CITY (Gf) AND DUTSIDE CEWTRAL CLITY (O0C)
AREAS, 37 LARGEST STARDARD METROPOLITAN STATISTICAL AREAS, 1957 AHD 1964-1963

— 1957 1564 =155

Araa fHSA GG OCC 1.1 N v *H .
Tod Angeles=Long Baach, California 124 £1%5 H10Z 207 $227 s1ag
San Bermardino-Riverside-Intaric, Califofnla ] 141 Hl 188 203 151
San Diego, California &b 33 EL: 14a% 151 Lk
San Francisco-Oukland, California 124 150 irl 2E5 4B 217
benwer, Colerado 10 131 (] l&E 1492 143
Washington, D.C. 13% 185 75 184 a1 12%
Mismi, Florida o7 132 Gy 14% 169 131
Tanpa-5t. Petecsburg, Flotlda 66 T4 &7 il 13t a4
Atlanta, Goorgla 4] L] G 107 138 a9
Chicage, Lllimois 113 Lis EE) 166 203 123
Indianapolis, Indiana @7 106 &8 156 155 168
Loulsville, Kentecky-Indiana 78 G2 50 a7 113 79
Hew Orleans, Loulsiana =h G2 et Tl B &7
Baltimore, Maryland &7 105 62 123 1a3 fLird
Boston, Mossachosobts 117 L&l 116 179 123 167
Dekradie , Hichipan 111 127 a5 154 171 1£1
Minneapolis-8t. Faul, Hicoesota 98 115 rE 16z 172 152
Kansas City, Missourfi-Hansas 5 105 -3 132 135 131
Bt. Louis, Missouri=-Illimois -1 S8 75 128 167 110
Hewarlk ;, Hew Jerfey Lih 178 139 220 ik | W5
Tagarsom=Clifoon-Fasasic, Baw Jarsay 11E 118 11L& 183 177 LBS
Buffale, Hew York 114 116 112 176 170 174
¥ew York, New York 164 147 153 il el 79 321
Rochester, Hau York 1Z1 122 119 181 179 180
Cincinnati, Ohis-Eentwcky-Indiaca 10l 1573 65 134 1590 104
Cleveland, Ohio 1a3 106 28 161 151 169
Columbaa , Ohia TE B T2 120 113 138
Maycon, Ghio &1 126 42 L34 180 11&
Papeland , dregon-Washington o 135 13 153 189 119
Philadelphia, Penneylvania=-Hew Jeesey ag 115 T& 135 157 126
Fitesburgh, Pesmsylvania az 113 68 123 164 110
Frovidenca, Rhode Tsland BL 10% 73 118 i1} 3
Dallag, Texas TE 101 43 105 122 7
Houstom, Texas B 85 T 118 114 132
Gan Antonio, Texas 51 5 26 B3 Mails Madls
Seactle-Everatt , Washington L1 8L 5B 122 128 116
MEIwgukee, Wisconsin 118 126 L 167 193 122
Tmeeighted average 49 113 -5 152 173 137
Welghted average 113 13z a4 17 206 152

B.i. = Data not available.

Epurce: OComplled from wvariouws repeorts of the Governments IMvisien, U.5. Burean of the Census.
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putside the central eity.* The similarity comes about partly because of the
interaction between the central and the cutside central city, and partly because
of the particular State pattern that assigns taxes to the State or the local
level, of éven to a special kind of govermmental unit.

Interstate differences in per capita taxation come about partly because
of differences in demsity, income, proportion of the population in urbap areas
and State-Federal aid. But the most important variable, again, is the pattern
of 3tate assignment of responsibilicy for administering and Einancing public ser-
vices.** The decision of 4 State to support the costs of public welfare com=
pletely or to leave a substantial part of the non-Federal share to be financed
by its logalities changes gignificantly local revenus requirements.

The heaviest "volume" of local tax flows is concentrated inm the largest
n:t.tqpﬂlitp.‘n areas, and more Specifically in the central cities af these areas.
Although they represent but two-fifthe of the Nation's population, the local gov-
arrments in these 37 rrretrn'pul{l.:ln areis tdalse over half of all local Eaxes., The
central cities in thogse arsas pay about 28 parcent of the Mation's loecal EANad
while their surrounding areas contribute about Is percent,#E

Even more important than the magnitude of these taxes is their relatiom
to the income of the taxpayer. Table 32 conmfirms the pattern of relative depri-
vation for the large central cities, The average per capita imcome in the 37
central ¢ities L8 lower, while their taxes dre higher, than in their outskirts,
Thus, central city residents paid 7 percent of their income in taxes to the

*  The area cutside New Orleans had the lowest per capita tax level of the 36
outside central cicy areas at 547, while the areas outside New York and Hewark
hid the highest levels of 5211 and 5205, respectively.

Wit Denaity, income, proportion of the population im urban areas, State aid and
Federal aid statistically "explain” only 58.8 percent of the wvarlance in per cap-
ita local taxes. When the tax assigmment variable is imtroduced the explanatory
power is raised to 9.8 percent. b/

*** The digparity In local tax levels between the central city and "outside cen=
tral city" areas weighted for population size is $48 per capita, with the cemtral
clties collecting $200 per capita in taxes and the outside centrsl city areas col-
lecting $1532., These totals contrast sharply with the 5103 in per capita taxes
raised in the remainder of the nation. The lower unweighted per capita cax totals
for both central cicty and outside central city aveas (5173 and 5137, respectively)
indicate the effect of size; The large central city and "outside central cicy"
areas have higher per capita tax ecollections than other arcas. It should be em=-
phasized that when we speak of central ciciea "paying” or "collecting” taxes we
are in fact speaking of the taxes paid primarily by taxpayers in these central
citles not oaly to the municipal govermment, but also to the county, achool dia=
trict and any ether local govermmental units chat serve them. Howewver, this
qualification regarding county tazes does not apply te Vierginia with ies city-

county separation or co other areas where the city and county are either separate
or consolidated.
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TABLE I2.--FER CAFITA IHCOME , INSIDE (CC) AND OUTSIDE CENTRAL CITY (OCC}, 37 LARGEST
STANIARD HETROPOLITAN STATISTICAL AREAS IN THE UNTITED STATES, 1964

Arns SMEA GG oo
Los Angeles-Long Boach, California 81 ,B89 33,147 %2 122
Ban Berpardinoe=Riverside-Dntavis, Califernia 2,154 T 46 2,058
San Disgo, California 2 60 T 2,288
San Francisco-Oakland, Califoroia 2,953 3,175 2,816
Denver, Colorade 2,576 T E2D 2,336
Hashington, O.C. 1,023 3,003 3,033
Hiand , Florida 2,280 I 067 2,372
Tampa=5r. Patarsburg, FlorEda 2,004 Z,075 1,513
Lblanea, Georpia 2,337 | 2,225
Chicageo, Illinoie 2,903 2,755 3,072
Indianapalis, Endiana 2,507 I 465 2,745
Lepisville, Eentocky-Indiana P | 166 2,274
Bew Orleans, Lovisiana 1.0 Z,0855 1,904
Balrimora, Maryland 2,457 1,348 2,544
Bodrom , Haseachusebta 2,650 421 1,754
Detrolt, Michigan 2, 5h3 2,453 2 646
Hinneapolis=5c. Paul, Mimnesscd 2,590 E,743 2,443
Kansas City, Hissouri-Kansas 2,620 E TFE 3 452
St. Lowls, Miszpuri-Illioois 1,515 X, 192 2,63
Hewark , Hew Jarsey z,931 Z, 0% 3,171
Faterson-Clifton-Fassaic, New Jersoy 2,884 2,35% 3,029
Baffalo, Now York 1,467 I, 365 2,523
Hew Yark, Hew Yotk 2,908 I,732 3. 314
Eochester, HNew York 2,72 i 2, 802
Cineinnacl, Ohip=Kentucky=-Indiana 2,384 2. GA2 2,45
Cleveland, Ohio 2,610 i 1,010
Golumbus, Ohio 2,381 2,195 2,629
Taytes, Oklla 1,31 .26l 2,382
Foctland , Oregen<dashington 2,897 a0 2,258
Philadelphia, Permsylvania-Hew Jersey 2 L85 1,258 2,668
Pieksburgh, Peansylvania 2,3 2,365 2,282
Providence, Rhode Island 2,204 3,298 2,174
Dallasx, Texas 2,510 I,.532 2,212
Houston, Texas 2,210 2.354 1,943
San Antenle, Texas 1,719 1,615 2,258
Segtelo=-Evarett, Washingtom 2,630 T 948 2308
Hilwaukes, Wisconsin 2,844 e UL 2,803
Unweighted average [0 2,682 2,552
Welghted average MG Z.607 1,732

B = Mot computbed.

Source: "iurvey of Buring Power,” Zales Management, Yol. %6, BHo. 12, Juns 10, 1965.
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local geverrments that serve them, while suburbanites paid 5.4 percent--gubstans
cially less (Tabla 23).%

The above was calculated from the unweighted averages in Table 23 which
come closer to the pattern of the (more numerocus) smaller of the 37 SMSA's. The
gitvation deteriocates as the SMSA pets bipger, as can be demonstrated by using
Pweighted" averaged. Then the [ncome gap betwesn the central and the cutside-
central city rises to 5125, caxes in the central city rise to 7.6 percent of
ineome and those outside the central city become 5.55 percent of inceme. Central
city taxes &8 a proportlon of lncome are more tham ocne-third higher tham the tax
burden in ocutlving aress (Table 23),%#

Weighted Inweighted
Item AVeraga Average

In central cities '

Far capita taxes § 199.53 § 173.15

Par capita incoma 2,607,040 2,682,040

Taxes as & percent of income T.05% 700
Cutside central clty areas

Per capita tazes $ 152.21 8 136,96

Fer capita income 2,732,040 2,552.00

Taxes as a percent of income 5.55% 5.36%
CC/OCC {parcent of income) 137.5% 130.6%

It should be underscored that these are averages. Actually in 7 out of
36 BMEA's central city taxes are lower than those levied by their suburban neigh-
bore (Table 23}, Three of those seven areas are located in California,

The averages also conceal some great disparities amd some starelingly
high tax ratea, most of them in the Hortheast. In New York City, lecal caxas
take 10.2 percent of income; residents in the outskirts pay 6.7 percent. But the
highest city taxea of all are paid in Newark: 13.3 percent of income. Ouside

* Per capita income figures are used here because they can be related to the per
capita tax collection data, The central city-suburban area comparisen 18 even
mete striking when household income ig considered, as was done in Chapter 3,

pages 40 £F.

** These tax burden comparisons must be gqualified by the fact that tax collectiom
data do not distinguish between taxes paid by residents (for example, residential
property ktaxes) and taxes "exported" to other communities via the business cax
route {for example, buginess property taxes included in the price of merchandiase
purchazed by nonresidents or local sales caxes paid by nenresidents). MNevertha-
less, there is no question that the tax burden positlion of many central cities is
higher than that of their suburban neighbors and that it is in fact deteriorating.
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TABLE 213.--FER CAFITA TAXES AS A PERCENTAGE OF PER CAFITA INCOME INSIDE {CC) AND
OQUTSIDE CENTRAL CITY {0CC), 37 LARCEST GTANDARD METROPOLITAM ETATISTICAL AREAS, 19&%

0 Hinas
jiren oc Qe —ni
(13 (2} (1)=(2)
Los Angeles=Lomg Beach, Califarnis 1. .45 -2.21
San Bernardino-Riveraide-Dntario, California 6.1 B.8 =.7
San Diego, California 5.7 &4 =n
Sdn Franclsco-Ookland, California 7.8 7.7 w1
Denver, Colorads 6.5 6.1 +,7
Washington, D.C. 5.7 &.2 45,5
Mimmi, Florida B.2 5.5 +2.7
Tampa=5¢, Factersburg, Flozids 6.3 5.4 +1.9
Atlanta, Georglia 5.2 4.0 +1.2
Chicago, Illinods 7.4 &.0 +3. &
Indianapolis, Indians 6.3 6.0 .13
Louleville , Kentucky-Indiana 5.2 1.5 #1.7
¥ew Orleans, Loulaiana &.10 2.5 +1.5
Baltingre, Maryland 6.1 &0 +2.1
Bo&ton, Hassachusetis 3.2 6.1 +35.1
Detroip, Michipam 7.0 5.3 +1.7
Mipneapelis-St, Paul , Hinnesota 6.3 6,2 +.1
Eapsazs City, Hisgouri-Kansas 5.9 5.2 =.3
St. Louis, Missouri-1llincis 7.1 5.2 +3.1
Hewark , Hew Jersey 13.3 b.5 +£.8
Faterson=-Glifton-Passaic . New Jersey 7:5 .1 +1. 4%
Buffala, Hew Yark 7.2 7.1 +.1
Kew York, Bew York 10.2 6.7 +3.5
Rochester, New York 6.8 6.4 & &
Cimcionsti, Ohic=Eentucky=1ndiama 7.7 &6 43,1
Cleveland , Ohio 1.3 5.6 +1.7
Columbas, Ohio 5.1 5.2 =.1
Dayton, Ohio 8.0 4.9 +31.1
Fortland, Oregon-Hashington a7 5.3 1.4
Fhiladelphia, Pennsylvaola-Hew Jersey 6.5 4,7 +1.8
Fittsburgh, Pennaylvania b, % 5.8 +2.1
Providence, Bhode 18land 7.0 b7 +2.3
Dallas, Texas LB 3.5 +1.5
Houston, Texas 5.8 6.8 =2,
Sam Antondc, Texas e n:.f. Bl
Beartle=Everete, Washington &3 j.0 = F
Milwaukee, Wisconslin 8.2 &4 +3. 8
Umweighted averags 7.0 H.d +1.6
Welghted average 7.6 5.6 +2.0

n.a, = Data oot avallable.

Bgurce: Tables 21 and 22,



Newark the taxpayer pays his local govermments 6.3 percent of his income. Cer-
tainly this situation creates no incentive for a suburban resident to move into
towm . ¥

These proportions indicate that many large cities and some cutside cen-
teal city areas face an unprecedented dilenmma in providing a tax base strong
enough to support the burdens placed upon them. While the specific problem of
the property tax base will be discussed below, the gemeral contours of the dil-
emma are directly apparent. Local taxes could nmot approach L3 percent of income,
as they have in Hewark, without enormous effort. There are two possibilities:
either property taxes on commercial or industrial property méke up a consider-
able part of revenue, or taxes are being levied on nonresidents, such as commut-
ers., However, it is precisely the relative decline of the nonresidential com-
ponent of the property tax base, together with & decline in the income level,
which is making the cemtral city fiscal problems so acute.

At amy polnt in time the effective level of property taxzation in a par-
ticular community comtends with a pelitical ceiling. This "ceiling" is the pro-
duct of a combination of factors, imcluding lezal rate limitations, the rate lev-
el in "competing" jurisdictions, public attitudes and the frequency of recent
ate increases. It is not surprisimg, therefore, that many cities, especially
the bigger ones, have been turning to nomproperty taxes. Hevertheless, although
Mew York City collects almeost 51 billion in nonproperty taxes, the property tax
still accounts for almost 60 percent of that city's tax collections.¥®

The recent expansion of nonproperty taxes inm Mew York amd Cleveland af-
firms the contimuing pressure on the central city. Wisconsin, Minnesota and MNew
Jersey have also made basic changes in their tax assigrment and State ald aya-
temi, illustrating the complex set of govermmental relarions that must be svalw-
ated before a -l;l:m]plELE analysis of a local area can even be cunl:unplal:ed.

o In locking at local tax burdens in the Jersey Clty and Patersem-Clifton-Pas-
saic aress, the Commisaion's investigator stressed the importance of the property
tax, as New Jersey communlities make particularly heavy uwse of that source. He-
garding property tax burdens in the Jersey City SMSA (in terms of effective rates
--property tax collections as a percent of full walus of property) he notes that
not only does Jersey City (the central city) bear an extraordinary property Cax
burden, but some of its surrounding citlies have similar or more extreme problems:
"The Jersey City 5MSA has some of the highest property tex rates im the country.
For the eatire SMSA the 1967 rate on real property will average 4.00% (arichmetic
mean of effective rates in the 12 taxing jurisdictions). The central-city rate
{5.35%) is significantly higher than the average rate outside the central city
(3.BB%), but below that of Hoboken (B.07%) and Union Cicy (5.85%). The effactive
rate falla below 3.00% in only three municipalities: Secaucus (2.500), Kearny
{2.38%), and Harcison (2.73%)."

#% The property tax contributes a somewvhat smaller proportion of tax revenue for
manicipal purposes of & nuaber of munfcipalities: Los Angeles, Lomg Beach, San
Bernarding, Riverside, Ontario, Washingten, D.C., Tampa, St. Petersburg, Louis-

ville, Wew Crleans, Kansas City (Mo.), 5t. Louis, Clncimnati, Columbus, Dayton,
Philadelphia and Seatcle.
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Froperty tax base,--The declining fiscal position of the propecty Eax
base has complicated the central city's fiscal problems and made them more acute.
Only & limited number of central eity areas depend heavily on nonproperty taxes
to finance all lecal govermments serving them.*

Locking at only the locally assessed real property values, the extraor-
dinary depondence of central cities on the nonresidential portion of the tax
base is evidenced by the macerial drawn from 1961 property tax valuse a8 reported
in the 1962 Census of Governments,

More than half of the locally assessged base was In the commercial and
industrial category in the cities of Cleveland and Boseon, and in 23 of the other
30 large cities for which data were available, the proportion ranged from one-
third to one=half (Table A-17). State-assessed, locally-taxed property (largely
utility propecty) is almost exclusively nonresidential in mature. Insofar as the
real property was supplemented by business personalty, the commercial and indus-
trial proportion would be increased,

Generally speaking, the aress putside the cencral eities depend much
more on residential propecty: but this, in turn, reflects higher income and high-
er housing values., The current movement of indestry and commerce to the areas
oputside the central cities improves che fiscal position of the outlying areas and
reduces the relative resources in che central eity.

A problem for most cities ogtside of the West and South ia the slowing
down in the rate of growth of the property tax base in recent years. Table 24
shows a definite retardation in the growth of the tax base of most lapge central
cities, OFf the 27 central cities for which comparable Census assessed-value data
are available for 196l and 1966, only Los Angeles and Mew York experienced in-
creases in their property tax bases rhat were greater than those of their envi-
rong., The extrasrdinary commereial building boom in midtown end lower Manhattan
conbtributed ko New York's swperior growth. Howewer, the growth in Mew York's tax
base was gquite small compared with that in many of the ocutside areas in other
SMSA"5, The property tax base actually declined in Buffalo, Rechester, Cleveland
and Portland while, except in the latter, their surrounding jurisdictioms exper-
ienced substantial increases.

State and Federal Aid

While local taxes were increasing inside and outside the city, aid to
the localicies from both the Federal and State govermments alse grew rapldly dure-
ing the period 1957 te 1965, Alchough debate fa Llikely to comtinue over the dia-
tribution of functional and fiseal responsibility among the thres levels of gov-
ermment, we are now witnessing algnificant wpward shifeas in the financlal sup-
port of aducation, public welfare and a nusmber of wurban functioms, with littlae
ot no change in the assigmment of administrative responsibility for carrying them
ot .

* Counties and the school districts that serve the central cities draw on the
central city tax base, and chose governmenmtal units rely almost exclusively on

property btaxes. Washington, D.C., with iEs special circumstances, Mew York City
and Philadelphia are the only central city areas which show a significant overall

dependence on nonproperty taxes.
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TAMLE 74, --ASSESSED VALIATTONS, SELECTED LARGE CETIES AMD THEID Eviedss, 1961 AHD 19pE

Gress Aspessad Yalue

Includirg Seste-ssssased Pregacky Lecallv-assedsaed Re
Amirai T Fereenl Increase Percent Inoreass
Cicy apd County L9k 13EL or Dacreass ; I P 1 or_Uecreape E-l
——— |:'I.:u|l.l=q F--.--. ——-—-iLHI_I ——————
Lod dngelas {loa Aagales comstyl) S0 800 518 %3,13) 469 8.0 $5,497,597  B1.BA2, 755 £3.0%
Eemainder of county 9,305,408 7.633,555 1.0 7,296,806 5,504,780 326
Ban Disgs (San Disgo councy) 1,132,087 95, 01T 18.0 B96 312 710,76 5.1
Eemaloder of coualy 43 BEL TE4 006 I8.3 JESLEL 553 2EL 7.5
San Francisco (clbp-coswty} 1,785,052 1,505,085 18,3 1,225,167 1.M41,073 1.7
Alisida <ounty 1,553 @8 I.54% ,9AT .1 1408 51 L 067 058 2.0
Barmveer {olty=-county) L. 190 558 1,13%.31% £l 394 %13 BOE, 25F 1L.1
Jeffarmen comty 78,18 L8, 270 &9,1 10,170 hz,201 53,4
Washingron, B.C, 1,538,066  E,735,548 5.3 1,027,519  1,394,61F 3.1
HonLjiaery and Prince Georges
eduntian, Harvland and Ar | ivglim
saunty, Virginia L. 878, W1 3, FIE AR M.k & 075,511 2,047, %54 .7
Atlaata (DeEslb and Pulton counties) B 30e 429 BED, 950 36.9 &27 146 502,975 T
Bemilnder of countlen 1074 5B TAZTE &E. B 800 15 A 4,1
Chicago (Cook county) e, 215, 060F 10 458 1596 ¥.3 B,&236 0807 A 065,13k 4.5
Rimainder of cossty 6,505,540 5,718,357 1.3 6,209,218 4,842,057 1.7
Indlanapslis (Macien county) 6k &3 BES G5T B9 I3 A0 54 208 13, %
Eemainder of cowsty £58 449 LeZ 257 EE.D A5L 1O 279,555 EL.&
Loutwelile {Feffmrson councy) 2,099,517 TR 655 2E.4 1,596,719 L2 018 £17.1
Remdlnder of counly 2,006,318 56,060 M ] 1,520,594 SET .05 FE o]
Baltimore olcy 2,500 LT X PRT I1E H.1 2 D0, 0ES L.97E &1 4.3
Belilmora county 3,277,957 1.7EY A5 3.6 1,519 .85 LN E .3
Bostoa (Suffolk county) 1,507 495 1,567,907 2,7 1,366,025 1,337,395 2.3
Resiloder of couary 7,507 147, 760 &4 196,302 137,382 43,9
Daerely (Hayne comsty) £,391,122 &,778,02% 4.5 3,792,941 3,348,300 13.5
Remainder of county 4,708 B0 1,730,708 5.0 3,070,459 1,842,737 T
Einneapolis (Eeonepln cnTy) 403,518 el Wl EFEN ] 318 5T a.0
Rimainder of coanty 139,017 el Biuills 290,956 183,157 L ]
Be. Paul (Remasy counkyl 240,854 Relis B8, LB 670 183 048 L.4
Eemninder of cowsty 98 417 —_— Bod. BT, 94E 57 W48 43.1
Ransas City, Missoutid! (Clay snd
Juchsen countios) 1,037,097 | 000,085 12,7 719,479 E11, M40 14,0
Ermaindar of coumties 195,078 e 8.3 312,857 25D 30 4.0
Bt. loyip city 1,796,547 L. BES 561 1.8 1,297 000 L IE , T&0 5T
Sb, Lols county #,051,191 B B2 27T 9.6 1,875, IBG 1 758 355 M, 5
Hmaatk (Essex coonty) 1,403 888 158,508 #7.1 1,266,044 L 19,1
Remaindar of county N Lhk BT 1, 203 BT} 161 B 1 0dk 206 (O ] i79.1
Hew York Cicy 35,205,408 20,004,050 |, T 31 ,BB6 958 T6 548 05 1. ]
Exaawg and Wesccheeber coiaries b,E508, %95 & 045 761 1i.1 & G0% . 860 5,773 84l (1ol ]
Buflale (Exle couaty) 1,821,423 L1339 087 =2, T 1,075,723 1,044,713 1.0
Esmairder of cosnty 1,03 601 o0& B1F 163 UhE, 1M ML {1 T4
Bockeater (Homrom county) TLA T TET . 05% -0 2 [-1:2 ] -] &35 657 =L.6
Ramajpder of ooungy 708,928 534,167 A5, 7 GETBE] 308,151 d8.4%
Cimelonarl (Hazdlron county) 1,830,815 1,800, %85 1.5 1,086,580 1,078,093 0.8
Remnigder of county 1,748,027 L 085, 034 LT ] L.237,008 LR 25.%
Clevelamd {Coyahoga county) A5, 140 2 %17 A0S 2.3 LGRS B1T 1,774,594 =5.0
Esmnipder af cruaty BA27 .40 2. M 200 L.k 577 .2 2,017,509 n.T
Coluebuy (Frankigs cowsty) 1,487,958 1,09, 387 33K 1, 01% 636 2337 4 FI
Bemsindor of nty HED MY §19,.7H 15.4 BE 92F 478,197 a5.%
hrti-d-i Oregons’ {Maltnomah 660 ,ATT Bl BEE - LTT . GB1 28 10 -39.%
BBy
kemaindar of coungy 251,379 173,026 =T F 155,030 108,242 =h,]
Pittaburgh {Allegheny sounty) 1,228,413 1,301,638 2.1 L.2r& 615 1,200 &34 2.1
Remsinder of ooty r,350,5%3% 2 .m4. 511 15. % 2,350, 5% 2,000 511 15.3
Spatile (King ooeniy) 955,082 g Al 19.% 714807 580,418 711
L dur of 7 B, 151 48T, 354 .4 B 31 a5m,392 Th.0
Hilvwaies (Hilwiukee county} 21,251,917 1 9685 497 L34 L B30 EED I A5F 928 .7
Bezafnder of county L, 17&,B25 LRI 23.8 52 .51 A0s, 182 15.5
=8, = Laia oor avellable,
L Expluding the minor porelon of Eissas Clty, Missourf Located in Platce sounty.
Bucluding the mlnoc portion of Portlesad, Oregon located ln Clicksmas counkr,
Sourae! Buresu of the Canmsa, Taxahl ¥ [1896% Ceniua of Covernments, Vol. 11}, and ad Va tlone
for Gensral Property Tasatles {1 7 "" G 8, Freliminary Report, Febreary llEIE!r h-ﬂ?.
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In 1965, total State and Federal ald was identical im central city and
outside central city areas of the large 5MSA's, with an average of %78 per capita
throughout (Table 25).% While this finding clearly indicates that, when wviewed
in the aggregate, total Federal and State aid scores rather low marks from an
equalization standpoint, the situation would have been much worse were it mot for
the equ;liziug impact of a mumber of direct Federal-local programs that hy thalr
very nature favor the central city (for example; urban repewal and public hous-
ing)d. The fact must also be underscored that the 1965 data could net reflect the
equalizing power of Title T of the Elementary and Secondary Educatiom Act. Ade=
guate funding of the Model Cities program would 4lso work in behalf of equaliza-
tion. Even without these two new programs, 19 of the central cities came out
gomewhat bebker than their suburban communities, due in no small measure to this
direct Federal aid factor.

Considered in relation to expenditures, State and Fedevral aid supports
27 percent of central city expenditures, 29 parcent of outside central city ex-
penditures and 37 percent of the local expenditures im the remainder of the
Racion (Table 26}, The lower the aid contribution, of course, the more must be
made up from the city's own rTevenue sources.

Relative to local tawes, the other major source of local revenue, Fed-
eral and State aid represents 44 percent of central city taxes, 53 percemt of
outside central city taxes and 74 percemt of the local taxes collected im the
rest of the country.

Support for education.--The level of total Federal amd State aild comn-
ceals the speecific aid Eor the crucial function of education, which constitutes
the largest single portion of total aid in both central cities and outlying areas.
In many central cities aid to education is of primary importance. Im 1957 it
repréesented &7 percent of all central city aids Outside the central cities it
was even more impertant, comstituting almost 72 percent of ald that 3.|'E.!u'.'-'=I

Per capita aid to education reached 516.12 im the central cities and
$28.43 putside in 1957.%%%* In the ensuing five years this relative neglect of
the central cities was aggrawvated. By 1962, per capits education aid im the cen-
tral cities was $20.73, but it had risen to $37.66 outside.%/ Even on a per pu-
pll basis; the central cities received less aid than the cutside central cicy
areas and this gap was aggravated by the perverse effect of meny State educational
aid "equalization" formulas. Although Federal aid for education may reduce this
Eap subsequent to 1984-65, the dollar magnitude of the disparity is encrmous.

* Unweighted basis, which adheres more te the patterm of the smaller of the 37
largest SMSA"s.

**% Honedocation aid reversed this pattern, reaching 518.60 per capita in the
cenctral citieas but only 511.83 ocutside the central city areas.

wk% (n a welghted basis.
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TAELE 25%,--PER CAPITA STATE AN FEDERAL ATD, CENTRAL €1TY (C8) AND OUTSIDE CEWTRAL CITY (0£C)
AREAS, A7 LARGEST STANDARD METROFOLITAN STATLSTLCAL AREAS, 1957 AND 1964-1963

Aren

Los Angeles-Long Beach, Califofnda

San Bernardino=Biverside-Ontardo, California

San Diego, California
San Francisco-Oakland, California
Denver, Colorade

Washington, D.C.

Migmi, Florida

Tampa=5t. Petevsbarg, Flovidas
Atlamta, Georgia

Chicago, T1limods

Indisnapelis, Indiana
Louisvillie, Eentucky=-Indiana
Wew Orleans, Loulsiona
Baltinore, Haryland

.ﬂltﬂn, Mapsachusetta

Detralt, Michigam
Minpeapolis=5ct,. Paul, Minnesota
Eansas Cley, Mlsssuri-Kansas
Et. Louls, Misspuari-Illincde
Wewark, Hew Jersey

Patersea-Clifcen-Fassaie, New Jarsey
Buffale, Hew York

Hew Yoik, Née Yook

Rochester, Hew York

Cincinnaei, Ohie-Eentusky-Indiana

Cleveland, Ohio

Colunbue, Ohio

Dayton, Ohia

Portland, Oregon-kashington
Fhiladelphia, Fenosylvania=Hew Jersey

Piecesburgh, Pennsylvanis
Providénce, Bhode Laland
Dallas, Texas

Houston, Texas

S&n Antonic, Texas

Seatcle=Everatt, Washisgton
Hi Iwauibkas , Wisconsin

Uowelghted average
Welghted average

1857

EWEA [& [
§78 & 75 %80
a2 103 73
61 58 i
73 &6 79
L9 52 ik
&ty &5 42
71 21 21
24 27 P
23 22 24
25 29 1%
11 33 26
72 18 27
52 51 53
51 B4 s
52 77 43
39 B1 57
&1 3% L3
23 18 76
200 17 22
71 25 19
18 18 18
53 45 57
54 56 50
&7 &2 55
T 53 25
i1 34 2
19 a9 39
&1 &0 42
40 18 42
21 19 24
27 17 ki 6]
21 22 1a
25 20 k)
23 18 a1
22 18 1
51 43 3
63 6k 6t
40 40 &40
4 &4 48

1964=- 1965
EMEA CC DO
5126 5116 5133
140 173 127
134 123 147
L43 133 150
E0 T aa
21 123 74
4B &l 56
55 [+ 13 &7
5B 53 63
L1 a5 47
57 45 B9
4E 41 51
76 L3 102
106 137 T
BE 190 61
Bé Eo 20
87 E8 104
i 49 07
36 38 35
48 a2 39
7 I8 26
112 94 123
115% 117 112
119 29 140
50 B7 &2
55 58 53
G2 58 12
[ (1) 56
B3 Al 72
EL LF EL]
i &l 40
[ 57 18
£ 25 aa
45 35 6
53 n.a. 7.
T 1] 128
Lk4 Lo 152
TE 7E g
By BE B

Source: Complled from warlows reports of the Governments Divisfon, U.5. Buresu of the Census,
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TABLE 26.--FIMMARY OF FLSCAL DISPARITIES IHSIDE AND OUTSIDE CEWTRAL CITY,
37 LARGEST STANDARD METROPOLITAN STATISTICAL AREAS, 1964-1965

Ltém

Fer caplita total
goneral epandiruces

Per capita educational
expendl pares

Per pupll curtemt
expendi tures

Per capita geperal non-
educationol expenditures

Per capita total general
TETCOES

Fer capita Caxas
Per capita Federal and
Btace aid
Pepcent of gemecal
expenditure
Percemt of toxes

Far caplita income

N2, ™ Data oot available.

A1 Largest SM34's

Weightad

Bl

232

B H

£0HF

an

26.5%
L4 0

2,607

Uoweighted

EL

&40

205

301

1ra

74

25.7%
45.1

2482

Weighted

1&6

133

4.5

152

28.8%
2.6

2,712

e L ghitad

373

125

£33
137

T

i8.4%
36,9

1,552

Remainder of
Hagion
(Heighted

- E

107

il

i
1403

3T 0%
73.B

1,789



The Intensification of Fiscal Disparities 1957 to 1965

Will time solwve this central city-suburban disparities problem? Our
1957=1965 comparisons indicate that time is werking againat, not for, many of
our major central cities, especially with respect to educational resgurces and

tax burdens.

Whether measured in absolute terms (per caplita expenditure) or in rela-
tive terme (percentage increase) the central cities are slipping farther behind
guburbia in educacional expenditure with each passing year.

And, time is definitely working against most central cities with respect
to relative tax burdens., When seasured in per capita temms, tax burdens are in-
creasing at a faster vate in the central clity. When wiewed in relative terms--
percentage increases--there appears to be some lessening of the tax burden gap.
Hewever, thias is probably a statistlical {lluslon: Suburbia starts from a low
bage, hence smaller imcrements produce larger percentage increases. If tax bur-
dena are measured in relatlom te imcome, then there is no question but what the
differential favering suburkia is growing both absolutely and relatively. In
noneducatlional expenditures there appears to be & wvery slow closing of a large
gap, but even this trend may be more apparent thanm real. When viewed strictly im
absolute (per capita) terms the cost of general govermment is going up faster in
central cities than im the outlying areas; the dellar gap grew between 1957 and
1965. When viewed in relative temms--the rate of increase since 1757--then there
is some narrowing of the gap as general govermment costs in suburbia mowved up at
a slightly faster clip than did central ecity costs. But, here we have the sta-
tistical illusion noted in the case of tax disparities: a low (1957) baseline
for suburban general govermment costs. To put it another way, while the gap may
be closing very slowly, it is5 at such a slow rate as to have little or no policy
significance, particularly in view of the presence of the great central ciey-
suburban disparity in noneducatiomal expenditures.

The various relationships are as Eollows:*

Education Honeducation Tax
Item Expanditure Expenditure Revenus
Per c.ﬂ.pit.u. zap
1957 525 5 6% 338
1965 47 100 48
Percent increase,
1457-19&5
Cantral eiby 62.3% 51.6% 51.5%
Outaide central
city b9, 8 57.1 61.7

*  Based on weighted averages in Tables 21, A-11 end A-12,
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Fiscal Prognosis

A flascal prognosis for major metropolitan areas supports two general
conclusions:

(a} A persistence of disparities between central city and
suburbia; apd

(b} The growing cax plight of the Hation's =ajor central
cities and their overlying local goveroments.

Persisteace of Centril City-Subarbin
Fiscal Disparties

Our projections clearly indicate that the observed disparity betwean
central city and suburban areas will not "wash out" over the foresecable future.
There is every reason Co expect & persiscence of disparities derived from the
generally favorable suburban pesieion on both the needs and cax resources fronts
(Table 27).

Perhaps the most significant featoure of these projections is the isola-
tion amd drasmatization of the truly critical cases--those metropolitan areas with
the greatest central city-suburban tax burden disparities: Chicage, Boatem, SC,
Louls, Hewark, New York, Cincinmecl and Milwaukea, Theae are the cases with a
high projected central city tax burden, tax burdens virtually double those of
thelr suburban rings.

These projections were undertaken for the central eity and ocutside cen-
cral cicy areas uvelng 1962 boundaries, adjusted Ln some cases for definitional
changes between 1962 and 1965,

The detailed projections for 1975 are based om the rate of increase in
per capita fiasecal behavier between 1957 and 1965, projected forward toe 1975%. The
1975 escimates of population and income were based on the Mational Planning Asso-
clation's detailed metropolitan projections for that yenr.ﬁf Their sstimates
were then dis-aggregated berween the ceéntral city and oubside central city areas
on Ehe basis of the estimated 1964 population and income distribukions.

1f existing treonds, rather than the 1944 levels, were used, the central
eities would show much lewer levels of income than the intra-metro estimates indi-
cate, thus producing for the central city much higher expenditure and tax burdens
relative o ineome and aggravating the disparicies,

Further, there fs an Indication that the escimates of fiscal behavior
are, in fect, conservative, failing te cake into account cercaln internal char-

acteristics associated with trends in local wage levels. There is now an indica-
tion that rha ptt‘:l'.l'.ld gince 1965 has witnessed 4 more rapid rate of growth in the
per capita level of central city fiscal behavior than the period 1957-65.

Growing Tax Flight of Central City

Thase projections also epable us to concentrate on the developing gaps
in the tax fipancing of lecal public services in the MHation's 36 largest clties-=-
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TABLE 27,--PROJECTIONS T0 1975 OF LOCAL GENERAL EXFENDITURES AMD TAX REVEHUES AS A PERCENTASE
OF THCOME, CENTRAL CITY AND OUTSIDE CENTRAL CITY ASEAS IH
3% STANDARD METROPOLITAN STATISTICAL ABEAS

Expanditures Taxea
ntra telice &nira utalde

Aras City Cengral City _City Central E:LE'
Taa Angeles-TLong Beach, California 10.2% 10, 2% B, 0% 5.5%
Zan Barnsrdino-Riverside-Ontaris, California 13.7 14.5 6.0 T.B
San Ddego, California 9.4 12.0 L] 5.3
HSan Francisco=0Onkland, Califorois 1.6 12.2 7.0 Btk
Desver, Colorado 9.3 E.D | 5.2
Himmi, Florida 12,9 .0 [ 4.9
Tampa-5t. Petersburg, Florida 12.3 7.4 5.2 3.6
Atlanta, Georgio 11.7 1.1 %, 0 36
Chdeags, Illiasis B.5 g.3 &, 0 z.8
Indianapolis, Indisna 6. & 2.5 5.5 FaF
Louisvllle, Fenstucky-Tadiana Btk ] &0 3.2
Hew Ot lesans, Loulslana Bl 106 3.3 1.7
Baltimore, Maryland 10.8 L L.8 3.2
BoAton, Massachusetts 14.8 5.9 T.2 i, &
Detroit, Michigsn 9.3 8.0 5.7 4.1
Minseapslis- 5. Paul, Hinoesota 10.1 1.3 5.3 4.8
Kansas Clry, Misscuri-Eansas 5.1 2.2 3.7 &, 6
Bt. Louls, Miassurl-I1liasis 11.1 &.5 6.5 1.8
Rewark, Hew Jersey 17.8 7.0 1.2 3.0
Paterson=Clifron=Passale, New Jersey 9.0 5.6 6.3 &, 9
Buffdle, Kew Yoik 19.%9 10.4 5.8 5.3
Hew York, Hew York 15.5 8.2 9.8 4,7
REochester, Hew York 13.1 a.8 &0 [ |
Cincinnati, Ohio-FKentucky-Tadlana 14, 0 .8 6.2 3.8
Cleveland, Ohia 11.6 b5 5.9 4.1
Columbies, Ohia 1.7 L 4.0 3.4
Dayton, Ohin 12.2 Fa.d &, 7 4,5
Pertland, Oregon-Washingtom 9.0 7.8 5.8 b, 3
Philadelphis, Pennsylvania-Hew Jerasey B.T G.1 5.8 3.7
Pittaburgh, Peanaylvania 9.5 6,1 5.5 3.7
Providence, Rhode Island B.E 5.5 5.1 3.9
Dallas; Texas 5.3 7.7 3.3 .8
Asuston, Texas 6.0 g.2 3.4 4.8
Beacble-Everete, Washington B.E 15.4 4.1 4,6
Hi lvaukes, Wisconsin 12.7 5.8 7.2 Z.7

Wote; Excludes the Washimgton, D.C. SM8A becauss of the State-local character of lts central
city and the Bam Antonio SHEA becsuss dats wers not svailable,

Souroei Metropolitan Stwdies Center, Syracuss University.



TAELE 3§.--LOCAL TAX COLLICTION 'GAF" IN CENTRAL CITY ARFAS OF TEE 1§ LARDEST
HTASDARD METROBILITAN STATISTICAL AREAS, FROJECTED FOR 1373LS
(HL118ena)

Tix

Projacksd
Tax

Colleonicas Colleccicus Increase

ATl I:E!: 1475
o Lk 1]
Lng Angslsa-Long Beach, California. 8993 § 1,101.&
Gan Bernatdive-Riveraide-Intazis, Callforoia A p50.3
San Blegn, Calllormla 6.0 Frr M ]
Ban Franclaco-Oakland, Califernia 5.0 329. %
Dt . Colotado 95.0 1.1 )
Washiagkos, O.C, 131.3% 3
Hiwsl , Flarida 5a.% qi.&
Tawpa=5t. Foceraburg, Florida 66,2 [7l.&
Atlenta, Georgia .5 121.7
Chigigo, Tllincia Tl4.6 1,041,
Tndsanapsiin, Tndisas a3, 1 1¥5%. B
Lauisville, Kantuchy-Indiana 45,8 §8.1
Hew Drlesss . Louisiana kY B,
Balrisors, Marylasd 1368 L&
Boacen . Massachusetcs 172.8 MW7, 5
Deeeale, Mlehigan .5 Ja5.0
HMinneapn]lla=-5tc, Pewel; Hinnseaca 11,0 7L3. 2
Eansas City, Hizpouri-Kinsse .6 20, &
St Leuls, Hlsgourl-I11isals 5. & 193.7
Heuari - Rew - Feriey 19T S
Fateraon=Clifrea-Peasale, Miw Jersey 3.1 B 7
Buffaio, pew Tork a5 % L25.4
Few Yock, Haw Yerk 2,215:1 L, 083,z
Rehester, Wew Tork A Hi. %
Cinciznail, Ohfc-Ketuchy-Indlana 9.1 431
Clevelanid . Ohin 132.5 156. 6
Calumbuaa , Male &L.0 9.6
Eayzom, Thio 44 K tE
Portlesd , Oregon-Hasxingien TL.B 1M1
Fhiladelphis, Feansylvania-Hew Jersey oo, 8 437.0
Fittibzrgh;, Funmaylvaaia ®1.8 13,5
Providenge, Rhof: Ieland 8.4 L.
Dullas, Texaa 8.3 L5, &
Fedtos, Teaas 11%.4 153.%
Sralk losEveralt, Waihingion 2.3 Bl 7
Mitwwolee, Wigooasin 1576 h9.€
36 EHGh toral 72X, T 12,813, 2

1/ Ezeludisg Se= Antonio [oF whieh dara wees ot evaBleble.

2 Includirg isputed properiy tax race for pongproperty taxes.

SBoerce: Hereopolites Svedies Cenver, Syracuse Ualversicy.
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a4 "minimal® projected cax gap of $2.8 billion or a cumulative ten=year Cotal tax
gap of appromimately 514 billiom (Teble 28). The projected total local tax col-
lecrions of the major cemtral cities are compared with the amount that would be

collected Lf caxes are to rise only in propertion to the natural increase in che
property tax base (that is, with no new taxes or rate increases).

As has been noted, the 1975 ecacimace of $12.6 billion in tax collections
aggumed the same average annual growth rate between L1965 and 1975 as was observed
for the period 1957-1965. For many of these cities during the second half of the
1957=1%965 perled the tax base has been increasing at a declinimg rate, and in
gome Lt has actually declined, as compared to the first half. TFor the entire
period, tax rates have had to rise considerably between 1957 and 1965, In no
cage wag there an indicated decline in property tax rates. O(ur calculations in-
dicate property tax rate increases equivalant to 53 percent in Boston, 50 percent
in 5t. Louis and 42 percent in Detroit. Im half of the cities, property tax
rates rose 25 percemt or more in the elght-year period.®

The tax financing "gapa" shown im Tabkle 28 are minimal for a number of
reasons. First, the portion of the 1965-1%75 increase that is attributed to the
natural growth in the property tax base (column &) iz undoubtedly owerstated in
gome citiea because the computation does not allew for the abzerved roecent de=-
¢line in the rate of lncrease iln the tax base, Secondly, Lf the recent trend
toward an lncreasing response to the needs of high=cost citizena in the central
cities continues, tax collections will have to grow A&C an even greater rate chan
in the past. And finally, ocur projections made no allowence for needed general
improvement in the gquality of central clty govermment services.

All of these factors add up to a potentially tremendous tax gap relative
to resoutce growth for these large central cities in perticular and for local
govermment generally. Taking account of the three additicmal factors enuserated
above, the annuwal gap could easily reach 55 te 6 billionm by 1975, or & cumila-
cive 10-vear total tax gap for the 36 large central cities of %25 to 530 billion,

The gap will be bridged partly by tax rate imcresses and new Eax endck-
ments and in some cases by State or Federal aild arrangements. Bewond this, lo-
cal govermrments, unlike the Hatlonal Govermment, are not free o use their borrow-
ing powers to bridge the gap because they are precluded generally from engaging
in deficit finmancing for cperating purpoaes. Therefore, thelr solution to this
cax gap problem is to forege higher expenditures in order co hold che line on the
tax side.

Mo two cities or jurisdictions will handle thiz gap problem in the samc
way. Each will necessarily handle it im the light of local circumstances--the
urgency of needs, the accessibility to additional revenues, the availability of
financial aid;, and the myriad of other facts that necessarily enter into the de-
cigions of politically responsible leaders. For this reason, calculations of
financial gaps cannot serve as guldes for individual governments. They can serve
only as approximate indicators of the magnitude of the fiscal problems of a group
of govermments responsible for the provision of leocal services in the central
cley.

. Including am equivalent property tax rate for nonproperty taxes.
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It is the level at which the gap is bridged that is of erucial impox-
tance. If it 18 to be closed at & high or even an adequate level of govermmental
service, it will have to be dome at enormous coat relative to the community's
income and tax base unless many of our central cltles are given massive infusions
of Federal amd State aid, if functions are shifted to the State and Fadaral lew-
els, or if the cities are given an opportunity to tap an areswide tax base.
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Appendix A

SUPPLEMENTARY TABLES
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TAELE A-1.--THE DISTRIEBUTION OF SMSA POPULATION BETWEEN CENTRAL CITIES
AND OUTSIDE CENTRAL CITIES, 1900-1975

Percent of SMSA Fercent of 5MS54
Total SMSA Population Within Population Qutaide
Year Population Central Cities Central Cities
{thousands)
1800 31,895 62.2% 37.8%
1910 42,094 64 .0 i5.4
1920 52,631 Gh.0 3.0
1930 66,915 G4 .6 35.4
1960 72,834 G62.7 37.3
1950 a%,317 58.7 41.3
1960 112,895 51.6G 48.6
1945 123,813 4B.1 %1.9
1975 (est.) 154,286 41.8 58.2

Source: U.5. Bureau of the Census, U.5. Census of Population: 1960, Selected
Area Reports: Standard Mecropolitem Statistical Areas. Finsl Report
PC(3%-I0; Mational Planning Association, Economic and Demcgrasphic

Projections for Two Hundred and Twenty-four Metropolitan Areas,
Vol. IIL; and Metropolitan Studies Center, Syracuse University.
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TABLE #=2.==POPULATION GEOWTH IN CENTRAL CITIES AND OUTSIDE
CENTRAL CITY AREAS, DECADES, 1900 TO 1975

Amount of Change (Thousands) CC Growth per 1040
Outeide Central Increase Outgide
Decade Central City City Areas Central City Areas
1900 - 1%10 +7,337 +2,839 258 .4
1910 - 1920 47,519 +2,977 252.6
1920 - 1930 +8,428 +5,776 1:5.9
1930 - 1540 +2 403 +3 861 aY. 4
1940 - 1950 +6 , B +9,723 BE. 5
1350 - 1960 +5,573 +1?'E&EIE 31'211
1960 - 1965 -l-l,EIEEill:-III +9 653 1B.9=
1965 - 1975 +4, 7792/ +27,1362/ 17.6

1/ Five-year growth.
Ef Frojection,

Source:

U.5, Bureau of the Census, U.5. Census of Population., Selected Area
Beports: Standard Metropolitan Statistical Areas, Fipal Report PC(3)-

ID; Rational Planning Assoclation, Economic and Demographic Prn!e:tinus
for Two Hundred and Twenty-Four Metropolitan Areas, Vol. III; a Ero-

politan Studies Center, Syracuse University,
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TANLE A-3.--BATE OF CHANGE OF POPULATION INSIDE (GC) AND OUTSIDE CENTRAL CITY {oeg),
BY RACE, 37 LABGEST STANDARD METROPOLITAN STATISTICAL AREAS IN THE INITED STATES,
1950 THROUGH L1960

Total
Population 'Ht_l':_l__ Begia

Area [+H] [a{a]s] G [1Te4 oo [1SEH
Los Angeles-Lopg Beach, Callfornia I7.1% B2.6% 19.4%  T9.5% 9,35 177.8%
San Bernardims-Riveraide-Omtarie, California [ ] B LY 83.2 Z16.1 @0.7
San Diego, California 71.4% 16,7 67.2 106.3 1310 133.5
San Franclsco-Dakland, California =5 55.0 -14.4 55,0 3.5 53.%9
Menvar Calotade 15.8 121.8 LS4 L2z.7 104.49 31.4
Washington, D.C, =i .8 87.0 =33.3 2l.6 6.6 52.5
Misml , Florlds 17.0 161.7 8.2 1580 §2.0 192.0
Tampa-5c,. Petersburg, Florida 1061 [ 116.2 73.0 70.1 17 .8
Atlanta, Georgia w71 33.9 £3.1 0.6 53.7 -11.%9
Chicago, Illimois -9 71.5 =12.8 7.2 65.1 TT.6

Indianapolis, Imdiana 11.5 1.6 &.0 7.7 53.5 63,0
Loulsville, Kentucky-Indians 5.6 61.0 Z.8 Gl.3 Z1.5 52.3
How Dyleans , Logisians L. 0 100, 6 1.2 1121.8 8.5 2l.3
Ealtimore, Haryleod =1.1 T2.%9 =1%.8& 79.3 4.6 15%.7
Boston, Massachusetcs =13.0 17.6 =17.1 =17.4% 57.7 Z1.6
Dareaie, Michligan -4.7 0.3 -23.5 g41.4& g0.% 331.8
Hinneapolia-5t. Faul, Mirmesota =& & L115.% 5.7 11%.3 LB TL.7
Kansas City, Missouri-Kansas &.1 57.6 =%.1 6.7 40,.% 5.2
BE. Lomis, Hisscuri=Illinois =12.5 51.% =24.0 531.6 9.4 8.8
Hewark, New Jersay =& My, 7 =26.8 23.2 Bl .1 46,6
Paterdon-Clifton-FPassalc, Wew Jersaey 6.9 47.6 L.4 57 .4 128.0 48.B
Buffals, Hew York -8.2 52.1 -1%.13 2.0 231.5 7.5
Hew York, Hew York =1.5% 75.00 =g, T 76,0 45.5 52,56
Rochester, New York .2 T2.6 -9.3 72.5 210.8 72.3
Cincinnati, Dhic-Kentucky=Indiana -3 2.1 =T.6 531.5 9.1 1& .8
Cleveland, Ohio =y 6T.2 =15.6 a7.z 59.6 5l.1
Colunbus , Ohio 5.4 &h.0 19.5 70,2 65,2 =57.4
Dayeen, Ohio 7.6 57.3 =2.3 S58.2% 67.7 9.0
Portland;, Oregon-Washington -.a i5.6 =24 15,7 B4l =2k .1
Philadelphie, Pesnoylvania-Hew Jersey =3.3 46,3 =13.3 L1 4.7 3.6
Fitesbargh, Feoneylvania =10.7 17.2 =15.4 17.4 22.1 1.0
Providepce, Bhode Island =12.E 22.7 =14 .0 226 3455 23.4
Dallas, Tewas 5.5 3.7 45,4 41,8 126.% =38.8
Housten, Texas 37.4 L4 . B 53.1 47.0 72.5 27.7
San Antonio, Texas 53.9 8.1 43,7 B.2 L4 .8 -3.3
Seattls, Washington Lo.1 L£5.0 1%.9 G4 & mn.? §.2
Milwaukes, Wisconain 24 .8 16.3 5.9 41.7 186 .0 46,5
U.5. average 10.7 GBS b d £9.2 50,3 0.7

Spurcer U.5. l.r:ll.lu. n-! chiz Cangus, 1.] 2, Camdua n-!' Fﬁagiicml 1960, Balietud Aros Repires:
Standard Litan St Final Report PC{ID-1D.
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TABLE A-&,--AVERAGE HOUSEHOLD INCOME, INSIDE (CC) AND OUTSIDE CENTRAL CITY (0CC),
37 LARGEST STAMDARD HETHOPOLITAN STATISTICAL AREAS IH THE UNITED STATES, 1964

o (1Y
As a Percemt A&s a Percent
Aras BEA  _CC  _ooc __of SEA 0 of BMEA
Loe Angeler-Lomg Besch, Califarnia % B, B4E SB.EIT % 8,827 104, 3% 99, 85%
San Bernardino-Riverside-Ontacio, California 7T.l1& 7045 6,685 107.5 4.0
San Diega, California 436 B TiZ B,o79 10%.3 95.8
San Francisco-Dakland, Califormia B,262 8,165 9,598 91.1 107.1
Denwer, Colorada B,287 8,236 8,346 L 100, 7
Washington, B,C, 10,322 9,100 11,100 88,2 107.5
Miami, Florida &,938 5,392 7,615 80,6 10%.48
Tampa-5t., FPetersburg, Florida 5,826 5,947 5,643 102.1 96,9
Atlaptas, Georgila B LTS B.267 4,009 1or.1 99,1
Chicago, 1llincis 9,391 B,4%1 11,130 88.1 116.0
Indianapallis, ITndians E.6001 7,837 10,525 1.1 12%.%
Loudsyille, Eemtucky-Indiana T .B54 6 SED 9,305 HE.9 119.6
Hew Orleans, Louisiama B804 &, 888 1,18 8,7 10&. 49
Baltimors, Haryland B.743  B,002 0,596 9L.5 109.7
Boaton, MassdchusafCs %119 7520 9,533 8.5 104, 5
Detreit, Hichigan 4,008 T 957 0,824 8a.3 109.1
Minmeapolis=-Sr. Faul, Hinaescta B 836 B, 164 0,541 3.5 10&. 0
Eansas City, Misscurli-Eansas B, D65 8,082 8,439 7.8 102.1
St. Louls, Hissouri-Illinois 8,550 6,911 9,547 80.8 111.7
Hewark , Hew Jersey 5,73% 8,500 10,701 =1 1098.7
Fateraon-Clifeon-Faagaic, New Jersey 9820 7.1 10,313 6.3 107.2
Buffalo, Wew York 8,399 T 450 9. 001 a88.7 147.3
Hew York, Hew York 9,102 B 047 12,134 8B, 4% 133.1
Eochaater, Hew York 2.573 B,L0H 11,212 84.7 117.1
Clncinmati, Ohia-Keatucky=-Indians B.239 T BT 8,758 9z.8 1062
Cleveland, Ohig %498 6,732 11,975 70.9 127.3
Columbus, Oble B2l 7164 1o iy BE.4 127.1
Dayton, Ohio B,163 74001 8,791 q0,7 107.7
Portland, Oregon-Woshiogron 7,307 7,582 7,437 101.40 9.1
Philadelphia, Penpsylvanis-Hew Jeraey B, 59 7,312 9 606 #85.5 112.5
Fitteburgh, Pennsylvania 7B 7,59 7,000 7.1 101.0
Providence , Bhode Island 7,158 7,013 T.217 S9E.0 100.9
Dallas, Texas 7,719 B.O7G 752 102.0 4.7
Houston, Texas FLMLE 7, TAY 1,419 100. % 8.3
San Antopio, Texas 6,512 5,908 11,707 |90, 7 179.8
Seattlo-Everott, Haahingtan 8,156 B, 3464 7,930 102.6 7.2
Hilwaskes , Wisconsin B, 552 7,337 10,806 EB.1 126.4
Unweighted average B, 362 7 .600 4,185 Q0.9 109.8

Sourcer "Survey of Buyimg Power," Gales Mapsgegent, Wol. 96, Wo. 12, Jume 1O, 1965,
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TAELE A-5.--AVERAGE HOUSEMOLD IHCOME, CENTRAL CITY (CC) AND OUTSIDE CENTRAL
CITY (0CC) AREAS ADJUSTED FOB EURAL COMPORENTS, 1364

SHEA

Los Angeles-Long Beach, Califormis

S4n Bermardino-Biverside-Ontario, California

%an Diego, Califormia
Zom Fromcisco=Oakland, Calfiformia
Demver, Colarvads

Washington, D.C.

Miami, Flarida

Tampa-5t. Petersburg, Florida
Atlapta, Ceorgia

Chicapgn, Illinols

Indianspolis, Indians
louisville, Keatucky-Tandiana
Rt Ofleansd, Lowlsiana
Baltimore, Marylamd

Boaten, Hassachusetts

Detroit, Hichigan
Hinmcapalig=5c. Faul, Minnosoca
Eansas City, Misssuri-Eansas
St. Louwis, Higsouri-I1lincls
Hewark, Hew Jersey

Pacterson-Clifeon-Fassaic, Hew Jersey
Buffalo, Hew York

Hew York, Hew York

Rochenter, Hew York

Cincinmaci , Ohis-Eantusky-Tadisna

Clevaland, Ohio

Colimbiza , Ohila

Ddivton, Ohic

Fortland, Oregon-Washington
Philadelphia, Pennsylvania=Hew Jersey

PFittsbargh, Pennsylvania
Fravidenes , Bhode Tsland
Dallas, Texas

Houston, Texas

San Antonio, Toxas

Geartle=Everets, Hashington
pi Iwaukee , Wisconsin

_dwerage Eogsebold Ipcome, 19604
oog
ooo AE o Poercemt

—EC . {adiugtedh

&8 877 ¥ 8,908 1040, 5%
7545 7,742 101.3
&,7i2 8,857 1.7
B, 1ksS 9,868 120.%9
B,235 8,767 106,.7
7,100 11 ,6%h 128.1
5,592 T.790 13%,.3
5,947 6,557 10B. 6
B,267 9,195 111.2
B, 451 11,554 137.2
7,837 11,663 14B.B
6,580 10,542 151.0
b BBE T %20 197.%
B, 00z 10,5849 135.6
7,520 9 .963 132.5
7,957 10,162 127.7
8,26 9.972 120.7
B 082 B, 942 110.6
6,511 10,206 1467.7
6,500 10,919 168.0
7,341 10,556 141.1
7 A50 5,884 1327
B,0&7 12,557 156.0
B, 108 12, 5%2 154.1
7,647 5,204 120.4
6,73F 12 150 180, 5%
7.6 11,558 157.7
7,400 5,851 133.1
7,562 B, il1 110.9%
7.312 10,307 141.0
T o 5 §,837 113.7
7,013 7,521 197,23
B, 076 B 267 1902.3
7,787 5,260 106.2
5,908 WO HC
BLAGS . 919 106.6
7,837 11,200 149.8

Mote: See Appendix B fer ewplomation of the reral adjustment.

BC = Kot campubed.

1/ Based on 1960 Ceneus of Papulation.

Exhibic:
Urban Fringe
As & Fercent /

Bource: "Survey af buying Power," Sales Hanagement, Vol. 94, Bo. 13, June L0, 1563,
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TABLE A=G,-=EDUCATTORAL CHARACTERISTICE BASED OH SELECTED URBANIZED AREAS, 1960

Percent of Persons Median School Years
14 o 17 Yemrs of Complaced, Persons
Axe Bot i Sshoel
Central Urban Central Urbamn
Ates Cicy Frioge City Fringe
Los Angeles-Long Beach, California 10.2% %.1% 1%.1 12.1
Ban Berpardino=Riverside-Ontario, California 5.6 E.0 1%.2 11.4
San Diego, California 13.2 .0 1.2 12.2
San Francisco-Oakland, Califormia 4.8 Tl 11,4 1&+3
Denver, Colorado L& .0 8.2 12.1 1i.&
Washingtem, DI.C. 15.2 T.h 11.7 12.8
Hiami, Florida 14.1 .0 10.6 1I.0
Tanps, Flaorida 13.% 1.0 1a.2 1n.3
S&. Pecersburg, Florida 19.1 15.7 1.0 11.2
Aclanta; Georgia 15.1 ¥.9 10.5 12.3
Chicage, Tllinois 14.2 9.4 10.0 12.1
Indianapolia, Indiana 6.3 2.9 103.8 12.2
Louisville, Kentucky-Indiana 14.7 12.0 9.3 11.1
e Orleans, Lowulsbana 15.0 1%.4 9.0 11.1
Baloimore , Haryland 14.2 11.4 5.9 0.9
Boston, Massachusotrs 18.2 2.7 11.2 k2.2
Detroit, Michigan 11.6 B8 ia.0 11.7
Hinneapelis-Se, Faul, Hinnesota 5.7 6.1 11.6 12 .5
Kansas City, Missourli-Eansas 16.1 10.& 11.5 1.1
St, Louls, Hissouti-T1ilimais 17.7 9.0 8.4 1.9
Hewark, Hew Jersay 10,4 7.9 .0 11.8
Paterson=Clifeon=Passaic, Hew Jarsey 12.1 7.9 G.1 11.8
Buffale, Hew York 1L.9 8.1 5.6 11.3
Haw York, Hew York 1.5 7.9 1.1 18.8
Bochester, Hew York 10,9 1.8 1.1 1:.2
Cincimmati, Obfe-Kentucky-Indiana 15.7 0.1 9.7 10.9
Cleveland, thio 13.6 6.5 .6 12.2
Columbus, Ohio 15.0 5.5% 11.2 12.5
Daytonm, hio 13.0 8.4 10.4 12.1
Fortland, Oregen-Washington 6.0 L 12.0 L2.2
Fhiladelphia, Paemsylvania=Hew Jersey 15.6 Bl 9.6 11.7
Fletsburgh, Fesneylvania 13.8 7.5 1.0 11.3%
Providence, Rhedes Tsland 16 .4 8.3 3.6 p.5s
Dallas, Texas 16.8 12.2 11.8 12.2
Heuston, Texas 14.3 . B 11.3 12.0
Ban Antonio, Tenas 1%.0 £9.7 4.6 12.8
Euatcle, Washington 4.8 6.0 i2,2 12.4
Mi lwaukee, Misconsin B.9 .1 1.5 12.1
V.5, average 13.5 9.0 0.7 12.0
Soutrce: U.5. Burcau of the Census, U.8 1960, Selecred Aras Repores,

Standard Metropolican Storistical .|!|. epk, Final Report PO(3)-10.
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TAELE A-7.--FERCENT OWHER OCCUPIED HOMES AND UHSOIND BOUSING INSIDE (CC) AMD QUTSIDE
CENTRAL CITY {00C), 37 LARCEST STANDARD METROFOLITAN STATISTICAL ARERS, 1960

(vmer Ocpupled Pnsaupd
SHSA co [ile ) [HE i
Los Angeles-Long Beach, California 47% BT 9.81% 7.42%
San Barnardino-Riwverside-0Ontario, California &7 B7 9.41 1%, 50
Han Diego, California 43 6T 1G. 17 L. 71
San Franclsco-Daklasd, California 14 L] 15.01 790
Denver, Colorado ] 73 16. 38 11.01
Washingten, O.C. k) B3 14 .43 3.39
HMiarl, Florida 43 L3 16,96 7,653
Tampa=5c. Patarsbierg, Florida bl B 18,51 15.11
Atlanta, Geargia &4 13 25,00 L8.5%9
Chicaga, Illinéis k' T 20.63 B.0%
Indisnapelis, Indiana 55 LE 22.02 10,70
Louisvwille, Kentucky-Tndiana - Bl 23.78 17.93
Hew Jrleans, Louisiana 37 Tk 28 .60 17,47
Baleimors, Maryland 54 16 15.6% 11.95
Baacom, HassachusstCa 7 63 24 .67 10, 56
Decroit, Michigan 58 a3 16, 34 4,29
Hinneapolisa=5c. Paul, Mimnasota 55 B7 20.05 E.51
Ransas City, Hiseourl-Kansas 5 17 29,65 12.71
St. Louis, Hisscuri-I1llioocdia 34 73 29.481 15.98
Howark, New Jarsay 23 65 3I.43 B 5k
Fatevaon-Clifton-Pasaaic, Hew Jarasey 45 72 18.85% E. 59
Buffalo, Hew York i T 20,12 1L, 50
Bew York, Hew York 21 T 18. 64 §.02
Rocheater, New Yark 51 .1 17.4%9 .03
Ciocinnati, Dhic-KEentucky-Iadians Bl 2 26,70 14. 50
Glevaland, Ohic 45 T8 1%.61 b M
Columbus , Dhic 52 TA 21.98 11.84
Dayton, Ohio 55 7B 18,3 15.0%
Portland , Oragon-dashington 6L % 16.62 15,34
Philadelphia, Pennavivanla=-Hew Jersay 61 TB 22.95 9.73
Fltesburgh, Pennsylvania 3§ 7l 29,00 15.70
Frovidence,; Rlode Lo land 35 53 I2-97 16,38
Dallag, Texad 1) T2 17.%32 19, 54
Houston, Texas 4ha 40 16.21 15.00
Zan Antonio, Texas b [iE] 26 . B 22.35
Seattle, Washington 57 ) L6 . 2 13.54&
Hiluwaukes, Wieconain 28 76 16.51 T.69
U.5. average LT 13 20.44 15.60

Souree: U,5. Burcau of the Census, W, Vol. I, Stetes and Small
Areas, Onfted States Summary, Final Report HC(1)=1.
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TABLE A-8.--UNEMPLOYMENT RATES, BASED ON SELECTED URBANIZED AREAS, 1960

ATres

Los Angeles-Long Eeach, Califormia

San Bernardino-Riverside-Ontario, Californfa

San Diego, California
San Franciseco=0akland, California
Denver, Colorado

Washington, D.C.

HMiami, Florida

Tampa, Florida

5t. Petersburg, Florida
Atlanta, Georgia

Chicago, Illinois
Indianapolis, Indiama
Loufaville, Eentucky=-Indiana
Mew Orleans, Louilsisna
Baltimore, Maryland

Boston, Massachusetts

Detredit, Hichigan
Minneapolis=-5t . Paul, Minnesota
Kansas City, Missouri-Eansas
t. Lowis, Missouri-Tllinois

Hewark, Hew Jersey
Paterson-Clifton-Fassalc, Mew Jersey
Buffalo, Hew York

Hew York, Mew York

Rocheater, New York

Cincinnatcl, Ohfic-Eentucky=Indiana
Cleveland, Ohio

Columbua, Ohio

Dayton, Ohio

Portland, Oregon-Washington

Philadelphia, Pennsylvania-New Jersey
Pitesburgh, Pennzylvania

Providence, Bhode Island

Dallas, Texas

Houston, Texas

Ean Antonio, Texas
Seattle, Washington
Milwaukee, Wisconsin

UV.5. average

Central
Eitg

-

AT
b N

i = LAy
ol - e

[= I - R - |
[

WA = f WD kA
i
B ol SO

T R R - R T 1 I

TR

Lnobn in sy b

£wa o oS
HU‘#_l-ﬂ

&= Enosn
. e
[ ]

"
'
&

Urban
Fringe

F

(I - e
= s

+

Ba LA B e e
A .

L B 5 RO Ra
e

PR o TR - R

Lk R A R
a mp wm

B Rl WM e R
I -
i Bow b b

FoN S
. v E
el O Lk e N

ad b P DR R
Wl el B = RN

(AU o oK

LA b O

g
=

Source: U,5. Bureau of the Census, U.5. Census of Population, 1960, Selected

Area Beports, Standard Metropolitan Statistical Aress, Final Report

PC(3)-1D.



TANE &=7.--LOCAL COVERHMENTE AND LAND ANESA TH THE 1) LABOEST STANDARD METROFMILITAR EWATISTICAL AREAS
[N THE IMITED STATES, 1967

Schonl Drenry Huniels ciaj
Arua Land Area Tatal Districta Governmeats palities ships Digieices
ag- =d.

Loa feage les-Leayg Bedch, Califomia &, DEd i 9% ] T - Bl
San Berpacdino-Blverside-Dataris, Califerala 27,308 & ] 2 17 . 136
Ein Mago, Califormia &, 193 el 5l 1 14 - an
San Franciseo-0uklead, California 2,436 312 an i L - (1}
Benwir, Oolarado BN k] 1% & 32 - I1s
Emahingten, O,C. a7 [:13 - B 1] - L]
Miomi, Florids 1,054 k1 1 1 ) - ¥
Tawpi-5&,. Feteraburg, Tlorida, 1,38 kL] 3 ] F& ] - 1i
Arlsxta, Georgla 1,723 . 3 5 Lk] - k3]
Chicagn, Tllinnie . 3,714 1,113 317 & bRl ] 1113 517
Indfanapyiie, Iadiana 3, 083 26k A5 i} 11 23 T
Loubeville, Esncecky-Indisna i 14B 14 3 ] 17 i
Hew Opleans, Lowiaisna 2,008 &l iy ] L& ¥ 20
Anltimore . MaTyland 32,255 7 - 5 19 - ]
Boiton, Massachaseice 957 bk ] - L? Al [ ¥
Detrnic, Hichigss 1,965 2T 33 ] a aq 5
Hinngspolis-82. Taul, Miznamsta 2,111 zE0 LZ L] 108 a7 By
Eamgng Clry, Hissouri-Kessas 3,10 b 93 & [{H] iz 57
Sk, Loale, Flasgurl-TLlisole 6,113 BTy 198 & 69 &k 10
Higark, Hew Jebsay &5 207 13 3 b az 4%
Paterion-Clifbon-Pessaic, Wew Jecaey 437 F111] A 7 ™ LE i
Batfaly, Sew Yook L, 587 145 i1 2 & ar a9
Baw York, Kew Tork 2,149 an 19z a 135 3k 184
Rechiwter, Hiw Tork 2,114 207 L] 4 A BL 59
Ciacinmail, Phio=Kentuoky=Todians 2,15 e 2 1 ¥ L& 51 b
Clewe land, This 1,519 z7 57 4 0 ] 13
Oz lmbun, Dhis (L 117 25 k| L7 50 7
Dayres, Okio 1,715 15% L1} &4 a0 (] .}
Pertland , Drugca-Hushington A E87 L1 1] LE] & k] - 263
Fhilledelpida, Fannsyivisle-Hey Jefsey 3,549 &M i ] 140 9% arn
Pittsturgh, Pmnaylvanis 5,051 T ke & 190 i1 Fhi
Frovideiot; BvdeTabamd £t L2 B - & &5 H
Dallaw, Texas &, 487 153 61 5 bl - b 1]
Egusrsa, Temss 6,258 . [ 5 5 L - 1a7
San jmtonio, Texas 1,962 L4 20 3 b | - 16
Egattle-Everett, Washisgton §,234 T 56 2 ar - {1:1]
M hamsgkive, Wisconsin 1,458 174 ] & 57 v ] 5
Sougen; M8, Bussau of the Consus, Census of Govecpmesta, [9ET, Wel. 0, fiovernmentsl dcgandzagica,

10z



TABLE A=10.==FER CAPITA TOTAL LOCAL GENEBRAL EXFENDITURE , CEWTRAL CITY {(CC)

A¥D OUTSIDE CEWTRAL CITY (0CC) ABEAS, 37 LARGEST STANDARD HETROPOLITAN
STATISTICAL AREAS, 1937 AHD L1%964-1%63

b T8

Liea Angeles-Long Beach, Califorsia

Gan Bernardipo-Riverside-Jntaris, Calilornila
San Diega, California

Baiy Franciseo-Oakland, Californla

Denver, GColorado

Washington, D.GC.

Miari, Florida

Tampa=5t. Patersburg, Florida
Atlanta, Georgis

Chicago, Illinodis

Indiamapolis, Indiana
Louisville, Kentucky-Indiana
Hew Orleans, Lomfiafana
Baltimore, Maryland

Beaten, Massachusacts

Detroic, Michigan
Hinneapolis=5c. Paul, Minnesota
Bansas City, Hissourl-Kansas
St. Louis, Hissouri=Illinioa
Kewarh, ¥ew Jersey

Faterson=0iifron-Passaic, Hew Jeraey
butEfalo, Hew York

How York, Hew York

Rechasgar, Haw York

Cincinmati, Ohic-Kapntucky-lndiana

Clewveland, Ohio

Golunbas , Ohioc

Dayton, Ohia

Fortland , Oregon-Waehingzon
Philadalphia, Pennsylvania-New Jersey

Pitesbargh, Fennaylvandia
Frovidence, BEhode Island
Dallas, Texas

Houwaton, Texas

San Antonic, Texas

Scattle-Everett, Washingkon
Milwaukes , Wisconaln

Unwedighted sverage
Walghtad aarage

fi.d. = Dota mot availlable.

1957
SMSAa  CQ 00 = ML
3254 247 203 $368
121 296 152 Jal
194 191 189 123
ia7 123 i 402
185 14 147 266
1% 239 131 M
18 i1lh 185 I
132 1539 i FLE
133 158 100 BT
178 202 142 b
157 178 107 233
141 1a2 114 155
152 143 120 19
L5 199 152 254
23 T3 181 79
20l o2 IO 283
Li4 LB5 188 320
1ih 18 112 226
134 1a% 135 207
197 2543 181 oy
156 155 157 230
203 193 a0 e
57 237 260 435
199 20a 196 3464
161 254 117 252
Lid 183 193 2l
Li3 164 156 236
144 167 124 240
165 203 131 253
151 155 138 126
147 lag 138 111
118 lah el 188
15% 154 10s 208
152 155 187 14
11 113 1404 12
15% 174 142 115
12% 229 210 EEL
175 las 154 217
123 214 Ly oz

5390

307
73
295

H37
ila
195
k] 1K
ZEH

AT
218
212
292
&27

280
d
201
174
413

106
L43
342
353

152
2126
153
0

bt L]
£33
10
205
Eiel.

i
ELE]

304
m

5331
I6H
343
&1l
238

e
135
163
37
27

283
163
233
214
1%

285
134
L
176
ZED)

22
Hl

67
a7

za9
252
13
124
214

1849
165
206
Z83
i

335
il

65
2TE

Gource! Complled from various reports of the Gowernments Division, U.5, Buresu of the Censua,

i



TABLE A-11.--FER CAPITA TOTAL LOCAL EDUCATIOMAL EXSENDITURE IMCLUDING MIGHER
EDDCATION , CERTHAL CITY {CC) AND QUTSIDE CENTHAL CITY {DCC) AREAS, 37 LARGEST
STARDARD METROPOLITAN STATISTICAL AREAS, 1957 AWD 1964=1983

AT R

Les Angeles-Long Beach, California

San Bernardino-Riverside-Ontario, California

San Diego, Califormia
Zan Franciseo-Opklgpd, Californfa
Denver , Colorads

Washimgton, D.C.

Miami, Florida

Tampa-5t, FPetersburg, Florlda
Atlantas, Georgls

Chizapa, Tllipois

Indianapolis, Indiana
Lovisville, Kentucky=-Iadiana
Faw Drlaans, Loulslama
Baltimore, Haryland

Bostom , Massachusetcs

Betrodt, Hichigan
Micmeapolis-5t. Faul, Hinnesota
Kansas Clty, Missouri=Haneas
g, Lemfs, Hissouri-Tllinols
Hewathk, Hew Jafsay

Fatarsop=Gli from=Fagsaiec, Kow Jeraey
Buffala, Hew York

Eew Tork, Hew York

H.ﬂl:-\]'lllltfp Haw Tork

Clocicnati, Dhig-Kentucky-Indlana

Claveland, Okio

Colunbusg, Ohic

baytom, Chio

Forclamd, Orepon=Washimgton
Philadelphia, Pennsylvania=BHas Jarasy

Pictsburgh, Pemnsylvania
Frovidenca, Rhode Islamd
Dallas, Texas

Houeton, Toxas

San Antenic, Texas

Seattle-Everett, Washington
Hilwaukes, Wisconsin

lUnweighted average
Weighted average

n.a. = Data mot avellable.

1957

SEe L oo
§a3 5 98 4 93
4 a7 a0
an 73 m
a2 65 112
b 13 T4
¥ 0 &4
o T o
47 &7 )
5 55 53
63 48 &b
&h &l 73
G G2 Tl
e 44 39
fde 54 Tl
£3 49 13
By &2 114
Ti 25 b1
58 &1 55
61 4t Fl
B T -4
75 56 &1
T8 32 -1
a2 63 Ll
i 33 2
G4 il 55
&7 = 85
i 52 P
21 &7 T8
T 75 B
6l &0 T2
54 41 4
&4 4 ]
64 635 L
18 65 124
a3 L B7
7L a7 87
65 51 Ba
1 1 40
3 ]} 836

Gsdy = L Gy &

gdsa 00 QOC
Slsd 123 51E8
183 Z12 171
132 111 159
LE2 a4 Lg2
131 s, 154
140 104 15&
L17 117 Lir
97 a7 97
191 75 123
hLi T La&
126 23 215
a8 35 (i r]
a7 Bl 749
L) 1} 119
97 72 L O
128 ik 152
i35 Ba 195
108 BT 151
o a2 o7
Lag 1lG 1315
112 oz 11&
L4t ar 175
151 112 11z
LG& 128 207
112 L&% an
122 L1 T&i
g 76 15&
Lig 10é& 12X
134 124 151
105 T4 130
Lok TR 10%
¥ o a1
92 77 116
111 Bl 207
-1 n.d. n.d.
138 Nadla Malla
1ag a8 129
114 20 141
1% EL 144

Souree: Compiled frem verious reporss of che Goversmancs Divisien, U.5. Bureau of the Censgs.

L



TABLE &-1%.--FER CAPITA HONEDUCATIONAL TOCAL GENERAL EXFENDITURE, CENTRAL CITY (CC)H
AND OUTSIDE CENTRAL CITY (000 AREAR, 37 LARGEST STANDARD METROPOLITAR
STATISTICAL ABEAS, 1957 AND 1964-1965

o 1957 =1

AEea EHAA e OCe SHEA o vl
Los Apgeles-Long Baach, Gallfoznia 5159 BN 2110 2314 5257 2185
San Bernardina-Riverside-Jmtario, California 122 149 112 208 234 197
San Dimgo, Califormia 114 134 L] 15l 136 184
San Franclisco-0akland, California 135 1548 114 250 269 22
Denver, Colorade 111 141 T3 135 155 B
Washington, D.C. 127 149 47 2 7] 114
Hiani, Florida 1i8 15k EL] 137 £01 lag
Tampa=5¢. Fetarsburg, Florida BS 111 43 157 o 71l
Atlanta, Georgla 79 103 4B 166 217 11%
thicago, Illinois 115 158 Sk 145 191 a1
Ipdignapolis, Indiana 3l 1i6 32 a7 171 i1
Louisville, Kentucky-Indians 15 Lo 4% Sl 123 &l
Mow Orleans, Louisiana lag 117 a1 152 1%1 154
Baloimore, Maryiasnd 111 L4 Tl 154 02 35
Bostom , Hassschusetes 140 211 11% LE2 JE0 135
Detroit, Michigan li2 IR &h 155 184 133
Minneapslis=5c. Faul, Minnescea 1% 130 @2 185 L6 lak
Ean#as City, Hissouri-Eansas &7 123 56 114 134 105
St. Louis, Mis=spori-Iliinois T3 103 531 104 192 1]
Hewark, Hew Jaraey 112 1&7 73 1re 199 143
Faterson-Clifton=-Fassaic, Wew Jersey &2 9% TE 118 152 108
Buffala, Hew York 125 14l 111 1B6 209 1&E
Hew York, New YTork 173 193 11% E5k 30 172
Rochester, Hew York 130 147 104 125 235 1640
Cincinmact, Ohio-Kentucky-Indiana 113 14% 62 150 217 a7
Claveland, Dhia 11% 133 108 1645 1&8 145
Celumbua , Ohia 30 11L& &2 14T 150 L
Dayton, Ohio T4 L0 21 ' 187 91
Portland, Oregon-Washington ag 128 31 119 164 a3
Priladelphia, Fesnavivania-New Jersey ] Ll& ] 121 167 B&
Fittsburgh, Pemnsylvania L] 147 B 111 202 B
Providence, Rhode Island L] 114 48 106 184 78
Dallas, Texas 1 1149 &4 11& L1y i ]
Aouston, Texas L 41 Bl 113 124 76
San Antonla, Texas 59 65 17 Th Mol [E
Seattle-Evazett, Waahington B8 L7 = ey Bi.d- fil. 8.
Milwaukes, Wigcondln 157 178 121 220 337 1487
Unweighted sverage 106 137 16 la% 205 L2h
Halghted sverage L3O 153 By L7s 232 i

B.a. ™ Data nol svallabla.

Sourca: Compiled I[rom vwariows reperts of the Govarnments Divisfon, .5, Bureau of the Census,
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EABLE &-13.--FER CAPITA LOCAL FUBLIC WELFARD EXPENDITURES, 37 LARCEST ETAMDARD RETROMILITAN STATISTIOAL AREAS,
AND PES CAFITA DIRECT ETATE FURLIC WELFARE ERFENBITURES, 150&- 1903

ey

Local Governmmnt Expenditura

Loe Engelss, California
Lowgg Beich, Caldifornda

San Berpardioo, Califernia
Rivaradda, Lallfornls
Oatards, Callforsla

Gan Megs, Califcrale
San Franclece, Callformnls
Dakland, Calilofzia
BereeT, Colorado
Hashingeon, 0,0,

Mlsmf, Florids

Tumpa, Florida

51, Ferersburg, Florida
Azlantm, Gaocgla
Chieago, Illiagle

Indianapalis, Indlans
Loulaville, Eentucky-Ind]ma
Wow (o beans ; Louisians
Ealrimome, Marylssd

Bomten, Hassichusatta

Betrolt, Mickigan
HWinmmapolie, HinnEsoli

e, Faul, Minasssta

Eaness City, Hiassccl-Kinsss
Ft. Louls, Missouri-I)1linois

Hwwirk, New Jersew
Facerson, Hew Jarusy
Cliftnon, Hew Jarsey
Fasgale, Hew Jareey
puffaln, Hiw Tork

Hew Yook, Wew York
Mocheitios, Héw York

Clocinnacl, Ohlo-Esofecky-Tadima

Cievaland, Ohioc
o Lumbiim, This

Bayton, Ohic
Forgland, Deepon-Heshington

thiledalphia, Peansslvasia-Sew Jeroey

Firesburgh, Fenpaylvanis
Providemce, Ghode Teliand

Nulline, Texis

Fousksn, Tedan

Baa Antonda, Texas
seaccla-Frareit, Washingtom
Ml lyaules , SHacsaain

Cemtrml THtack

Cicy

CifLy iﬂllg'l State

L LT Gowern- Ceatrsl Cnxt l:l:q %: T Expandi-
tur.r-.t: ¥ oLy ALy SuALy LR E

'I'utlLli.'r ‘et

g3l 18

6. 37

§.A0
3r.98

3a.m
17.7%

2.9
3.51

L
0.1

IL.57
5.0
=¥}
26,18
G1.89

8.71
18,43

LRLE ]
241

206,86
id, 54

w
a

-

AbB.58

50LTD
43,01

46, 07
9.5

3.5
.71
.50
B.&1

13,04

BS6.28  BED.33 § .97
BY, 87
00,39
w0, m0 a7
GO SE.7R SMLIT EIALTE BT
B&, &0
50,70 LE.89 .75 12,53 5.5
N T L T )
2.5 0.9k
5,80 TR
3.5
&40 §.i0 5,04 2449
W10 Eobd 1.7 2,20 § LI .31
15,93 115
159 10, 615
LH 57,42
46 07 7.8 547 T
Bz.50 3671 0,06 1,68 b,
12,35 5.0 5,28 1. 11
65,10 BEM 1.3
395 -
L.m T in, 63 22,8 "’
L.41 om .45 11, b6 1.3
GiED 9.4 1122 .01
8. 72 5.33 2.6
e L (61
U8.3F  DS.TD 20.83 5 T TR T | .61
0.4 T
26,27 T %, 108f
20,49 9,63 *. 19
23.2% ¥,19
19,95 74D L.
547 ST L .- 27,46l A
5,16 5,87 570 .09 3.32 17,751
19.31 5.8 £.79 4,81 7.
5,79 I, 08 15, 70
W71 2172
1.20 FEREF
L9 .72
- 05 &0,51
1.5 16,38 &, 41

1f May include swoent for ose of eoee cowntles Dsr which dota ame ot shown ssparatsly.
i Eapandicure of 811 loeal governments withis pounty arex.

E Hicy land cownties.
I/ virginia counties,

B Btate per ekpliss ap Dollows)

B Espiucky only. Tadisna par céplis was 30.15.
9/ Wisseuri only, Eansss per osplis was 2, 15.

B Himsousd oaly. Tllissld pad caplca was F28.31.

Harylesd, §.2&; Virglodis, §1_46.

U/ oOhie only, Esnbsoky per gapiba wes $30.615 Indiana per capira sas 51,05

B Ofegon oaly. HWesbligrea (&7 caplos wes S40.92.

1;l',r Fergaylwanis only. Bew Fersey ger caplia was 51,01,

Wlpes than B0, 50U

Soursei Cowpl ied Erom verfous cepocts &f el Coversssare Divialon, 0,5, Berees of the Candsus.



TABLE A-14.--FERL CAFITA LOCAL NIGWWAY EXFENDITURES, J7 LARDEST STANDARD METEOFULITAN STATISTIOAL ARELS,

AND FER CAFITA DIMECT STATE HIGHHAY EXPENDITURES, 1964-10435

Eopal g Tnmen] IapendlTuce

- CEttral % EHemck
Cicy Count: J-'|I Frate
RaEL , , BovaTT- CearTal El:gg Loantias Expendi-
AHER Torali= mint Comnty  Comacy A ney tore
loé Asgeled, Celiforodia $1E.41  $12.38  $1B.28  §18.21 119,58
Long Beaoh, Californla 11. 03
Ean Bernarfino, California 19,51 16, o LB, &8 14958
Efverslde, Califoraia 12,46 21. 1%
Ontardes, Celiformis Nadlie 18.48
Ean Dlege, Califorais 18, b 11.88 1B, &6 19,38
Gan Francissn, Californis ]— 20.22 5. 48 [T ] F5 60 32,037 b, 6T 14,58
Cak Lasd, Califcrnie .30 1T.7L
Tameer, Colorsds 1. 03 13722 13, 22 1%, 66 12,52 47,21
Ridhisgton, 0,0, TR TR TR T I T T LT N LY P 5P
Hiimi, Tletide LZ. &8 &6l L. &8 46, BT
Tamps,; Florida ]— 1,6l 15,72 0, 0e a6, 11
5t. Petersbusg, Florlds 3. A3 28,27
Atlanta, Georgla 11,66 12,33 4,79 20683 15,65 13,13
Chicagn, Tlilimxle Th 07 15.61 T3, &k b T i 16, 0F 17.32 rﬁ 13. 35 13.2%
Tnddsnapslis, Iadisna 12,27 B.21 14,8% 3. 5
Loutwsille, Eentuchy-Indlans 218 B2l TET 9. 6087
Hew 02ledna, looislans 18,80 16, el 16, bk - fg, 90
Baltimnre, Herylasd L 18. 02 18, 02 11,07 2560 6. 25
Bokton, Hamgschuseits 15 B4 13, 7% 13. 02 1460 14. ¥5 19.81 L1. 1%
Bstroit, Hichigan 17.&0 11.58 17,19 LN 1. [ -
Migseapslia, Mincasoes 24,484 15,77 26,70 19,85 9.1
85- Paul, Hisnessrs 1] 0 EF ;
Kitias Clty, Mispsquri-Eansss b LLOE 13,33 D6 330 50, 132
g Lomis, Hisssard-110linads 15.0a .43 1143 15.% L19.64 L. s Hi !
Hewark, Hiw Jécway 15,51 A, 34 9.1} 26.35 15,45 I8.48
Putarmos, Bew Jerady 1.3 &% fi.481 15. 71 2. 48
Clifuea, Hew Jacaamy ]— .48
Pasanic, Hew Jersay 8, 50
Bzllile, Maw York 239 B3 19.35 2501 ¥3.87
Hew Tork, Bew ToTk & 42 24,55 5.5 2786 23,35 5. 85 18. LT 3,87
Eezhewtis, Hiw Yok 6,25 17.28 .27 13,87
Cincianaii, This-Kesrucky-Indiana L&, BB L&, BB 19,06 7.7 3:,&;_5'"'
Cleve lind, dhin 21.08 Lb. 1% 21.48 L& 14 17.31
Columtuas, Chis (5 M- L3, &K 16, 1% 3.
Dayoed, Ohlo I3, 32 I7.9% 408 15.568 ]':r':llll]."
tortiapd, Oregon-deshingron 16. b6 & 8% 14, 18 18, 3% 13. 01 23,95 1o, 2
Fhiladelphin, Fenmeylvania-Few Jeraey 16,95 .08 ENCT:] I0.69 w33 6EY .47 41, 1tF
Fictakorgh, Peansylvanis 1%, 5.37 14,57 11. 75 1063 12, 0 4, ik
Peovidesce, Fhode Talewd 13,72 11,67 1%, 26 i N 55,31
Dallas, Tesad 1. 6B . 03 23.51 4148
Houkton, Taxas 19.65 12,33 L7.31 41,58
Gan daveslo; Texms 11.75% L11.&0 L1544 &1 43
Seattle-Evarers, Waahingtoa 24,81 0. 18 25.2% 21. 7D 3&.03
Hilwaukes, Piaconeln 35.37 23.73 R - 5.5 10,96

fols ™ Ditd nedt svallablae,

1F May include dmoost for one or move councies Por widoh dacs are not showe sepaTanely.

3 Hity lmd countias,

Featucky oaly.
Miascarl saly.
B/ Misacarl caly.
3¢ Ohis saly.

Fourcs|

Fann ey bvanila only.

Tirgiala ceuntles.
Scats par caplcas e follsws: Marylaed, §36,36) Vieglale, $65.08,

Indisma per cepfin was 536, 3,

Eaness pee chplia was $16, 34

Ellisodie par capiba waw 35,34,

Expenditure of sl Llecdl povefements witkin county acea,

Kentuchy par qapite wes $5% A0 Indisnas per caplos wap §30.04,
only, Washisgion per eapild wae 95400,
By Jatfeey pat capita wis $IW, 48,

a7

Couplled Crom wiriows ceports of che Gowsencence Pivision, 0.5 Bureau = Che Cesbus.



TARLE 4~ 15.--FER CAFITA LOCAL FOLICE EXFENRITORES, 17 LARDEST STANDAAD METEOFULITAN STATISTTCAL AREAS, Q84— L1965

County aress?’
A Gentral City  Geatwal E m

SHEA Toka I_I"|I Covernmast County unky & 1y nEy GufEF
Log dngeles, Colifornis :I- 2099 £33, 77 31,66 Bi6. ¥
Long Basch, Califcrols 2280
San BeEndfdids, Callfernis 13,24 18, 3% 12. 10
Riwverside, Califormia [ L] 15. 0&
tntacio, Californis L [N
San Tlegs, Callifocaia 1%.35% 13,37 14, 3%
San Franclses, Californla e, 28 I, B9 B0 B4 55 #11.56 §15. 0%
Cakland, California 21.87 1563
Demver, Colorado 10, ol 14, 14 16, L& b. 00 P.aw G.01
Washingren, D.C. LK, B LY 3hLET 12. B LT b 10, Ry 7,08
Miaml, Florids LB, I& 1%, 99 1999
Tamps, Flarids 11.52 1.6z 11.98
Bt Petersburg, Florlda a3, 11,53
Atleata, Georgis 8,32 L1.2& 11.26 .51 [
Chicign, Lllizeds 1B 3L %, LB 0,83 9.25 T.86 .74 bbb
Indjsmapalis, adiima E.O7 1,78 w85
Louiswllle, Keatucky-TIndlans 9. 16 11.50 10,25
Few Orkamae, Louisiana 1048 11.58& 11,066 B, 33
Biltimere, Maewland LB, Ih.G7 5,67 .17 13.38
Boares, Hesaachusstis I5.71 2B.51 TR.51 10,81 L1.HL 13,38
Deteodit, Hlchigan - M i¥.a3 LE. 94 19, 7% 8,23
Minseapslia, Hinnesots 1044 12.85 B T4 1, o
5., Paxl, Hinsesota E2.87 1k.22
Einsas Clvy, Hissoerl-Fanzss 12.75 L7127 Bl 75 b -0 )
Ft, Louim, Himiouri-I11liaois &, 0 2704 2758 .33 b liw T. 09«
Hounrk , How Jatasy 30.83 &, 19 5. 11.7% 6. 10
Fagmcson, Hid Jersey FL Bh.20 LB.&3 T, 3%
Clifron, Hew JeaTary LE. 58
Fameadc, Few Jaracy 17.89
Buffila, Mew Tark 1. MG 21.55 1%.17 14,53
maw Tork, Hew Tork 3.1 3383 33.53 0,66 B.2% 16,41 1,2t
Rachester, Hew Tork a.5% E7.27 Il
Cincianat(, dhio-Keatucky-Tndlass 10, 74 L L3158 2.2
Claveland,; Ohis 164k 21.05 15597 4,52
o lumbsia, Chin L& &8 12.00 .n
Tuyron, Ohio B.32 13.29 .54 &, 05 &
Tortiand, Ocsgea-Huibdingtan 13.E% 0, 14 18. 10 T.3e b, 5% B 5
Phileds Iphia, Peanswlvanils-Rew TeTasy 13,72 .1 20,78 5,69 k. 16 L] g2/
PLTtebuTtgh, Permayleanis 10, 58 19. 57 133 5. 6B 5. 3% E.31
Providence, Bhode Teland 12,80 19,42 .11 L]
Dallam, Texnd 13. 19 12,75 J.or
Hessaton, Tewss 10, 58 10, 7% 10, &%
Sim Antondo, Texds 7.94 V.88 .00
Beats Le-Everer, Washingron 12, 0% 18, 55 16, 10 A
M lwanican , Wisconiin 19,33 20, 5 2035 P83

fi.i: ™ Dutd ooC avellable.
L/ May lnelude amoost 0o ome OF BOfe ctentles Sof vhich data ave mor shows separacely.
diture of =il local governmesis within coenty sTes.
3/ In sddiclon, there sve chres councles in Wew Jecsey wilch per oaplte escewis of 52,88, 511.92 sad 98,81, respeconively.

Wlczgted ourside State in which cemtral olty 18 lecated.

Bewrce) Complled from varices reposts of the Covermsests Divisfon, 0.9, Bureau of che Cesus.



TARLE A= 1%, --FER CAFTTA LOCAL FIRE EXFEMDITURES, 37 LARCEST STANDARD METROTOLITAN STATISTICAL AREAS, 1964- 1965

il
Counts Aresss
SHEA T Cactrel Ciky Cancral £ e i
EHEA Totil= = E Counky A n&y un &x

Lom Angelam, California SUL.54 JUL. 0D 312,17 B B_4h
Long Beack Callforats 1.3
San Fernetdies, Callforala 6_E1 L5. &4 .01
Eiverside, Ciliforais 192,13 .
DoXErle, CALiEcenia n,.h. B.d.
Ean Diegs, Califorsia e .43 7.5
San Franciaon, Californls ]— 19.54 non 23. 711 L2.76 $10. 05 $35.31
Ok laad, CGalifomia 17.73 1.
Dwreer, Coloreds I HER - [ 18 T i, B4 0.4
Waskingetza, D.C, 9.23 17.30 1730 AT L2 9. 14% PR L
Higmi, Flzrids A.%1 1h.12 .91
Tamph. Plarida }- E, ] BL.51 0.3
5%. Tetersburg, Flarlds B. 05 5.7
htlinta, Geocgla b, 18 9.M .1 p -] 7.5
Chipago, TT1lissls 7.55 10 18 .47 1.81 §. k1 B.14 1.87
Indiapapsiie, Indisna Bb_EQ L. &8 B.12
Lomtaville, Ranrecky-Inddmsas B 5.29 b3
Hew 07 Liasa, Loudslana b 54 B.47 & T s T
Baltimnrs, Herylesd 11.20 L. 49 Bh. 49 148 1158
Boston, Paskichoiatts L&, O .04 .14 11.78 G, 1% L5364
Detrols, Hickigan T80 .85 .01 5.93 5.m
Hirmespslin, Hlastaors B.4A L. 48 b3 .90
Bi. Faul, Hisnemcta 11.9% .11
Eanpas Sloy, Hisscuri-Eanses B-# 12. 7% 11.%3 91 9,84
5t. Louie, Missoerl-I11inods B34 12.23 Bz.23 §.37 .8an & A
Hewark, Hew Jerssy LY, i 25,57 LT .72 LZ. T
Futarann, Wew Jereay ]— 714 6. 01 B0 63 5.3
Glifton, Hew Jecesy i1.39
Papaaic, Wew Jerpey 17.56
Balfal=, Mew York 10, && 1K, 5% 11,48 B.95%
Hew York, Bew York 13.9& 13,96 L%. 36 6.55% FECT LN 1] 1792
Razhenter, Hiw Tork T 57 15,93 E. 6%
Giae » Ohio-F y-Tndians T, b 13. % .M 7. i
Clevelind, Chis BG4 12,95 T 2.17
G lusbya , Dhin T.85 10, 5% £ &
Diayiom, Ofdo 5.8 19 3% &34 2,30
Port lind, Ofegea-Haskington 10, &7 14, 06 11.58 13.54 1.44 5,63 .
Phl lwde iphia, Pennwy lvaali-Rew Jeriday 5,61 ¥, 03 w0 1.0 LA .67 (1
Fittuburgh, Fsanaylwvanis 6,75 17, 1& 6. 0% L.54 T 2,07
Frovidence, EBhede Daland 11,13 13,37 12,08 H.I%
Dallas, Texans &, BE 10,58 .70
Bounron, Tenss A, R a, 18 14T
fan Aztonic, Texas L 5. B4 hok?
Seartle-Everutt, Weshinggon 9,03 iz, %0 10,71 [ '
Bt bunukew, - Himoneis (RET. 124 135 L

n.8. = Ducd met avallabla.

1f Hay inclods mmount for one or wore countles Dor which dats are mot sboun wepaTarely.

4! Espemedlture of all locel govsrmeents withis coanty aTEd.
¢ 18 edditdon chere e three eounties In Mew Jermey with per caplts smouncs of EL.E4, 85_42 and $3.47, respectiugly.

¥Lozated outafds Stace In whichk central ity fm locaced,

Sourcm: fomplled feom verlous reporis of E%e Oovermments Sivlaion, U.5. Bureau =f the Cemaus,
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TABLE A-17.--COMMERCIAL AND INDISTRIAL FPROPORTION OF ASSESSED VALUATTON
OF LOCALLY ASSESSED REAL PROPERTY FOR THE CENIRAL CITY AND OUTSIDE
CENTEAL CITY AREAS, 19462

SME4 Centtal City Central Ci I‘_=I"'r
Los Angeles-Long Beach, California 25.9% 19, 9%
fan Bernardino-Riverside-Ontario, California n.4- 15.8
San DMego, California 1.2 P
San Francisco-Oakland, California 41.4 17.2
Denver, Colorado 34.5 7.2
Washington, D.C. 32.9 1z.0
Miami, Flarida Rl Al
Tampa-5t. Petersburg, Florida n.a. n.a8
Atlanta, Georgia a6 .0 16.8
'I:hicﬁ.g-n, Illinods 39.5 16.3
Indim-pﬂliu , Indiana 3l.5 10.9
Louigville, Kentucky-Indiana 41.8 16 .4
Hew Orleans, Louisiana 19 .4 9.8
Baltimore, Maryland 3.8 16.3
Boston, Massachusetts 51.1 . @,
Detroit, Michigan &0 .0 o,
Hinneapolis=5t. Paul, Minnesota 47 .4 1B.8
Ksnsas City, Missouri-Kansas 40.3 20.4
5t. Louls, Missouri-TIllinois 43.2 18.6
Hewatk, Hew Jersey 48,8 17.9
Pateraon=-Clifton=-Passaic, Mew Jersey f.d. &,
Buffalo, Mew York i5.8 24.9
Hew York, Hew York 31.9 17.0
Rochester, Mew York 3.4 21.8
Cincinnati, Ohic-Indiana 33.8 17.%
Cleveland, Ohio 56 .5 19.8
Columbiis, Ohio 28,7 12.6
Dayton, Ohio n.d., el
Fortland, Oregon-Washington 36.0 20.5
Philadelphia, Pennsylvania-Hew Jersey 6.7 18.1
Pittsburgh, Pemnsylwvania 45.9 31.2
Providence, BRhode Island 3.7 n-a.
Dallas, Texas 6.8 Mads
Houston, Texas 28.0 n.a.
San Antonioc, Tezas 18.5 9.0
Seattle, Washington 38 .4 14.2
Milwaukee, Wisconsin i7.5 f-4.

n.a., = Data not avallable,
1/ Unweighted sverage of the cutside central city portioms of the central coumty
and other outlying counties,

Source: U.5. Bureauw of the Census, Census of Governments, 1962, Taxable Property
Values, Table 22.
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Appendix B

STATISTICAL METHODOLOGY

Developing the Basic Fiscal Data

The data for the analysis of the central city and cutszide central city
fiscal behavicor are derived from the Bureau of the Census report, Local Govern-
ment Finances in Selected Metropolitan Areas in 1964-63 and from the raw data
for individual local governments used to build up the aggregates appearing in
that volume. To conform with the 1960 definitions of Standard Metropelitan
Statistical Areas the 38 areas covered in that report were reduced to 36 by
(1} incorporating the Anaheim=5anta Ana-Garden Grove SMSA into the Los Angeoles
EMSA, and (2) by excluding the 5an Antonio SMSA because of the absence of de-
tailed governmental finance data. ALl other SMSA's were made to comform with
their 1960 boundaries. Fipally, the two Hew England State Economic Areas were
redefined im such & manner ag to make Boston and Providence central eltles of
the areas inwvolved. This involved omly & minor adjustment in the case of Boatom
which comprizes the bulk of Suffolk County, but it Jdid reguire some fundamental
changes in the case of Providence.

The 1%57 population data are derived from the same areal definltions as
those used for 1964-65. The populations data are based on interpolations of the
the 1930-19%60 populacion growth patterns, i.e., 19530 populations plus .7 of the
1950-1%60 growth for each SMSA.

The basic data for central cicy and outside central city areas were
derived, with modificatione for definitional changes, from Local Government
Fipnances in Standard Metropolitan Statistical Areas (1937 Census of Covernments)
and a Census study entitled Finances and Employment in Relation to Population,
1957 (State and Local Government Special Scudies Mo. 45).

The methedology used in this study follows the techniques developed by
Brazer® and Campbell and Sacks™™ in making central city/outeide central city
compatrigong. Where cities are coterminouws with county boundaries or chey have
oo overlying governments the allocation is purely mechanical: the central city
and outside central city are handled as independent units. This precedure
appliea where the central city provides all=-or nearly all--local government
services (e.g., New York City, Baltimore, Boston, and Washingtom, D.C.)}, and

*  Harvey E. Brazer, City Expenditures in the United States (New York: Na-
tlonal Buresu of Ecomomic Research, Ing., 1959},

** Alan K. Campbell and Seymour Sacks, Metropolitan America: Fiscal Patterps
and Governmental Svstems (Mew York: The Free Fress, 1967).
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also where there are overlyimg, but exactly coterminous, goveroments (e.g., San
Francisco, Philadelphia, Denver, Hew Orleans and St. Louis).

Except for San Francisco, the fiscal data for the cities noted above and
for their outlying areas are based entirely on published data in rhe Local Govern-
ment Finances in Sglocted Metropolitan Areas volume and in City Government Fi=-
nances im 1964-65, and on the comparable data for 1957. Where there ig more than
cne central city in a SMSA they are considered as a single unit in the central
city comparisons. Thus, San Franclsco is consolidated with ODakland. ©Oakland L
not a city-county and hence calls for an allocation of county flscal data be-
tween Dakland and the remainder of Alameda County.

In grder to attribute to each central clity the relevant fimancial items
of the county in which it i& loecated and of eny other overlying local governments
(mainly school districts and speclal districta) it was necessary to secure undar=
lying Census survey forms and worksheet data for 1964-65. These were made avall-
able po the Commission by the Govermments Division, Bureau of the Census. For
1857, such Iinformation was published in the 1937 Census of Goevernments.

For those jurisdictions that are ceterminous with the cemtral city, the
full fipancial amounts ware attributed to the central city area. In the case of
an overlyimg, but moncoterminmous jurisdiction (e.g., & county) its fiscal behavior
was alleocated on the basis of the fraction of the total populationm of tha over=
lying population reslding inm the central clty or central cities. The tesidual
amount was allocated to the outside central city areas. As a result the weighted
averages of the central city and outside central areas are equal to the SMEA per
capita figures as published for 1984-65 and as directly isplied by the county
ared aggregates for 1957.

Generally, but not always, the allocation of fiscal responsibility in-
volves noneducational expenditures. Occasionally there are noncoterminous school
districts and/or districts providing higher educaticn. The principal problems im-
volve the allocation of county activities between the central city and outside
central city areas. A cosparison of tax behavior derived indivectly by this popu-
lation allocation method, and directly from an analyeie of tax rates lndicates
that our procedure does not introduce any systematic distortiom inte the data.

The allocation procedure may be Lllustrated by an example, that of San
Diego. Based on published reporte, the clty of Ban Diege had general expendi-
tures of 553 053,000 in 1964-65. It reported no expenditures for education and
a pominal amount for public welfare. Education is provided by the San Diego Uni-
fled School District which reported expenditures of §$70,449 000 for fiscal 1965,
This amount was credited entirely to the central city area of San Diego. It was
estimated that the city comprised 56.2 percent of San Diego County populatiom;
the central city area was therefore crediced with $67 442 000 of the $120,003,000
of the county's general expenditure. This added wp to §194 943,000, or $307 (as
reported in Table A-10) for each of the 636,000 perscons estimated as residing in
the city of Sen Diego in 1964, The remainding $170,001,000 was allocated to the
cutside central city area of the San Diego SHS5A. With an estimated population of
495,000 this equalled 5343 per capita.

This was the gensral approach followed in the case not only of total

direct peneral expenditures, but of educational expenditures, noneducational ex-
penditures, taxes, and the sum of State and Federal aid.
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Weighted and Umnweighted Averages

Where feasible, we have computed both "weighted” and "umweighted" aver-
ages in those tables that present per capita data for each of the larpgeszt 36
SMSA's., These were computed as follows:

Welghted average.--This iz computed by dividing the sum of the absoclute
amounte by the sum of the populations. This procedure produces totals that give
gach reaident of each area equal weight, with the result that the average does
not take on the characteriastics of either the large or the small SMSA's.

Unweighted average.--This is computed by obtaining the per capita amount
for each of the 36 SMSA's, adding up these per capitas, and dividing by 36. This
average reflects the characteristics of the more numerous amaller SMSA's.

Adjuating Outside Central Ciey Income for the Rural Component

Comparlisong of soclal and econcmic characteristics between the central
city amd the remalnder of anm SHSA are distorted by the rural component of the out-
side central city area. To compensate for the deflating effect of the lower in-
come rural families on the average imcome outslde the central city an adjustment
factor was applied te raise this imcome flgure to a level that would approximate
the "urban fringe" comcept used in the 1960 Census of Fopulation.

Te compute the "rural component adjustment factor” it was assumed that
the proportion of rural population in the outside central city area of each EMEA
was the same in 1964 as in 1959, and that the relationship between rural farm
median family income and that in the urban fringe (mational average for all BMBA's)
remained constant for both years (rural farm income was 64.9 percent of income in
other urban territory” im 1‘?59}.* The computation is as follows:

In . I

1 - (Fz) (1 - k)

where,
I; = Adjusted average household income outside cemtral city

I = Average household income outside cemtral city as computed

from "Survey of Buying Power," Sales Management (see
Table A-4)

P. = Rural population as percent of total population cutside
the central city in 1959 (see Table 4, p. 35)

k = Bural farm median family income as percent of median

family income in "ether urban terrvitory” im 1959 {average
for all 3MSA's) = 64.9% percent.

* See page 43,
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The San Bermardinc-Riverside-Ontario ares provides a dramatic example of
the deflating effect of the rural component. Based on 1964 incomes the central
cltlas of that 5M54, when combined, had an average houschold income well in ex-
cess of the outside central city area, 37,665 as compared to 56,685 (see Table
A-4). Howewver, a considerable portion of the area outside the central clty was
rural {18.9 percent in 1959). Adjusting for this large rural population and
assuming that its median income was 6%.9 percemnt of that in the urban fringe im=-
creases the outaide central city income to 37,742, slightly higher than that in
the central cities (see Table A-5). Thus, where imn 1%5% the median family in-
come in the urbam (rimge of the San Bernardino-Riverside-Ontaric SMSA was 92.5
percent of the medlan family Ifncome In the central cities, by 1964 the relation=
ship had shifted slightly in the opposite direction (see Table A=3).
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Appendix C

SOURCE REFERENCES

CHAPTER 2

Advigory Commission on Intergovernmental Belations, Metrepolitan Social and

Economic Disparities:; TImplicatfons for Intergovernmental Relstions im Cen-
tral Citfee and Suburba {Janwary, 1965%), pp. 125-12A.

1968 State Legislative Program (September, 1967), p. 248,
The Problem of Special Districts in American Government (May, 1964).
Alternative Approaches to Goverpmental Beorganization in Metropolitanm Aveae,

Advigory Commission on Intergovernmental Relations, Washington, D.C., June,
1962,

Govermmental Structure, Organizaticon, and Planming in Metropolitan Aroas,
July, 1%%1, pp. 19-35.

Metropolitan Sociasl and Economic Dspapities; Implications for Interpgovern=

mental Relations in Central Cities and Suburbs, Advisory Commission on Inter=

governmental Relations, Washingten, D.C,, Junu:ry, 1965,

Hational Commission on Technology, Automation, and Ecomomilc Progress, Tech-

mology and the imerican Econpmy (Washingteon, D.C.: U.5. GCovernment Printing
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Metropolitdn atedas are often characterized as agglomerations of declining cen=
tral cities surrovnded by a wvariety of suburban communities; some affluwent, others in=
dustrial or commercial enclaves and scil]l others middle class bedrooms o the central
city. The quantity amd quality of public servieces provided in the individusl metropoli-
tan communitles by mmercous local governmental units arve s&id to differ considerably
from one community to another because of:

# Digparities in the ability to finance public services; and

# Disparities in the pature and in the needs of the population to be
seoved,

In fact, nat all metropolitan aveas are besst by the kinda of disparities de-
scribed above. Furthermere, some metropolitan aress in which such disparities exist pow
may be moving toward 8 legs disparate situstion, while in other areas disparities may be
developing or they may be becoming more pronounced.

Because there exists great interstate and intrastate diversity on these counts,
the Commission made a dozen cose studies of metropolitan fiscal disparities as an inte-
gral part of its gemeral study of "Fiscal Balance in the American Federal System.”

The dozen SHSA's selected for study provide geographic representation and a
range of population sizes. In the aggregate the group is large enough to pecmie infer-
ences on the differential effects that can flow from a varlety of State fiscal poalicies,
governmental structures and intergovermmental relationships.

The case studies had eheee objectives: (1) to determine the extent and nagure
af fiseal diesparities smong jurisdictions within metropolitan arveas; {23 to ascertain
cthe effect that various State and local pl:l!il:il‘.‘ﬂ [Equﬂliﬂ-ﬂ!iﬂlﬂ.. taxgation, ﬂﬂﬂﬂﬂﬂtjﬂﬂ,
incorporation, consolidation, zoning, etc.) hawve had on the formation and tremd of these
fiscal disparities; and (3) to evaluate the effectivencss and feasibility of various
State and Mational policy alternatives designed either to minimize istra-metropalican
fiscal disparities or to compensate for them.

Demninating the plcture in the individual metropolitan areas is the role of the
Starag--past, preesent and future. States not only establish the general framework of

local govermmental organization, but as has been recognized throughout this study chay
assign expenditure and tax responsibility and provide aid. Thess were reflected in the

ma jor differences between central city and cutside ceotral city areas, but they are even
more clearly evident when local govermments outside the central clties are onalyzed in
detail.

The meaning of disparities--fiscal, social, ecooomic, eto.--1g clearly a Eunc-
tion of the State-established units of government. Thus, each of the studies has found
1t essential to indicate the nature of the govermmental systems involwed.

In doing this, the studies underscore the fact that there is gresat variation in
the way cities bridge the gap between needs and respurces. With little or no State aild,
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shared State taxes or lecal meonproperty tax sources, Hew Jersey clties make heavy use of
the property tax. Loulsville and other Eentuwcky clties, in contrast, have been given
access to the earnings tax, California localities can piggyback a local supplement onteo
the State salas tax.

In some metropolitan areas there are greater disparities betweesn poblic service
levels within the city, perhaps wider than those between the central city and suburban
jurisdictiong. The Los Angeles study forcefully drives this point home.

By and large the central clicy-suburban expenditure differences stem Erom the
fact that the core cities generally must devote more of thelir resources to poverty=linked
public services while suburban areas spend more for public education and recreation.
Although Stape asglstamece with the welfare load genervally runs in faver of the cencral
city, the more significant State ipvestment in education all too Frequently Es diserib-
uted perversely relative to oeed--the soborbes get more educational aid per capita than
the central city. HMilwavkee is the classic example.

Heavy use of the property tax in core cities==to support not only education but
the—varfety of other services essentialto-make urbantiving tolerable==stands—out—as
coupterproductive to the task of reneving the city's sgimg structutes. Cities such as
Boston, a8 that study points® out, bhave had to chart a course around the property tax
shoal in striving to change their Eunction Erom a center for blue collar employment to
ane of providing white collar employment. This change in deminant occupation,; however,
offers little or no melief for the imcreasing number of the unskilied and poorly=edocated,
clustering in the central city,

The wisp of another cloud has crept aceoss the metropolitan area landscape. The
glder suburban communities are taking on phyai-:al. grcial and econpomic characteristics
similar to the central city's, as the Chicago, Clevelsnd, Buffalo and Wew Jersey stodies
show. Thus, the suborbs are peither uniformly affluent nor free of fiscal woes. 1In
fact, disparities among suburkan jurisdictions may ke both greater im magnitwede and in-
cansifying as rvapidly as the central city-outside central ecity differences,

It would be hasty judgment to conclude £rom thege manilestations of [iscal im-
balanee that the pooling of respurces in & metropalivan area offers the only hope for
regtoring fiscal wigor to central cities and suffering older suburbs. &ll the local re-
sources in some places might still net suffice to meet public needs. By capitalizing
an the federal sjriti:rn‘a undoubted capacity to adapt a variety of fiscal and program tech=
niques to specific situations there is comsiderable hope that balapnce on the metropolitan
fiscal front cam be restored,

The Commission has had eo select the more salient parts of many of the studies
for publication fn this repoct, because of Limitations of {unds and space.  EBach of the
geographic dreas i8, howewer, représented by one virtwally complete study. Excerpts
have boen drawn from studies of the other cities. It has not been possible to include
all of the data referred to in the excerpts., The complete repart for each of the 5M5A"s
is availakle im the library of the Commission and in the Department of Housing amd Urban
Development , which helped to finance the in-depth case studies.

The conclusions and recommendations Im the case studies are those of the indi-

widual authoers and do mot necessarily reflect those of either the Advisory Commission
on Intecgovernmental Relations or the Department of Housing and Urban Development.
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Fisgal Disparities in the
BUOSTON, HASSACHUSETTS
Hetropolitan Artes

& Report by
Alexander Ganz
Masgachugetts Inatitute of Technology, Cambridge

Cantral Dutslde
— Hajor Fiscal Disparivjes, L1965 _City = Centgal City
Fer caplta State and Federal aid 190 % 6l
Per capita réevenus from taxes 226 1£5
Fer capita educational expendicure 12 104
Par capita noneducational expenditure ) 1] 135
Total estimated population, 196% {thousands) i 2,507

The firse sizable city in America demonstrates the renewing ef-
fect of & shife in sceivity. The Hub of the Universe (8o named, with
Yapkee restraint, in the cineteenth century} had become hollow, as manu-
facturing and employment leaked &way to the rim, leaving the central city
with high cost citizens and shrupken tax base. Even {ts historic texcile
imduatry had departed to the low labor cost pouthern States.

But a surprising nmew growth has lacely appeared--research and
electronics Lndustries arcund the beltway, and expansion of Business,
povernment and service sctivities in the densely populated fnner areas.
One-half of all the office buildings in the area have gone up in the cen-
tral city.

AE present, however, Bosteon continuoes to exhibit all of the
clagalc symptoms of fiseal distress. Tts future flscal health L8 atill
dependent on 1te resurgence as a focal pofnt for the area's economic ac-
eivity amd State and Federal fimancial afd.
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INTRODUCT LON

Since the end of World War II, the Boston Metvopolitan Area has, in a sense,
been experiencing the best of hoth worlds: a relative decline inm its share of those
lower wage, lower productivity industries experiencing lesser ,tl."{!hlth natlonally=-=textiles
and leather--and significant growth in those more dynamic acfivicies undergoing graatar
expangion in the economy as a whole--instruments and electrenics, machinery and transpor-
tation equipment, higher educacion, medical seevice, finance and insurance, and recPea-
tion and tourism. A= a consequence, the Boston Metropolican Area's lesser growth dn
population has been accompanied by ope of the highest rates of grewth in per capita
income, reflecting the upgrad;ng af J;;!I:!l, labor force, productivity and manpower
capahilicles.

Within thiz overall picture, howewver, the experiencé of the City of Hoston, and
its surreunding metropolitan ring, have been quite diseinct. Boston has been losing
population and employment since at least 1930, with the outward flow of manmufacturing
and trade, amd the sgress of middle and vpper income residents. Hoston has been leftr
with the bulk of the poor, the larger part of the arga's substandard housing, and a dis-
proportionate share of the area's elderly. Boston, In effect, has been left with the
metropelitan area's more costly citizenry, in terms of the need for che provision of
sepvices and Facilicies,

In-depth studies of the future of the Bostom Begional Area have recently been
made by the Boston Metropolitan Area Flanning Council. They throw significant light on
the interrelation of prospective economic=induscrial=urban grnnth for the Boston Area ns
a whole and fts central city and outside central eity communities. These studies,
looking ahead to 1975 and 19%), covisage a Boston Regional Area one-third larger, in
terms of population, with per capita iocome levels almost doubling by 1990, as the past
decade' s upgrading of industry structure and jobs continues over the next guarter
century.

Even with a slower prospective population growth than that of the nation as a
whole, the Boston Reglonal Area L expected bo experience wvery substantial growth and
change in che structute of Lte economy, and in the lotra-area lecation of employment,
populacion and residence. The Core Area, comprising the Cities of Boston, Brookline,
Cambridge, Everett, Somerville, and Chelsea, is expected to continue to lose populatiom
and employment, with all and more of the increment in employment and population going
to the cuter rings of the Bostom Area, in responge to the changing structure and loca-
tion patterns of industry, and rising incomes and residence locatlon preferences of the
population. Mevertheless, the Core Avea 1§ experlencing a revival, even with lts
declining population density, as the expansion of service accivicies spurs an ambicious
renewal program, and this may be expected to continue.

These potential prospects for the ecomomic wiability of the City of Bostonm, how-
ever, will ba I:iii.l.'ll.'j sensicive o the possible amelidrationm of glaring, critical fiscal
disparities mow confronting this central city in its relatiomnship with its matropolitan
ring ¢ommmitics. In a state with 70 percent of its revenuses flowing from the property
tax, &0 percent of Boston's real property is tax exempt. In the [ramework of a popula-
tion and labor force no longer growing, economic groweth prospects and the [iscal capas=
city of the City of Boston will be severely constrained, even with the chenging economie
atrusture of ite economy and the upgrading of jobs and income that may be expected to
accompany the growth of business, personal and govermment service activities, as manu-
Facturing and trade continue £o move out. In contrast with & limited horizom of revenues
growth, public expenditure needs of the City of Boston, already overwhelmed by ootlays
for health, welfare and safety, allowing less than adequate margins for education, Erana-
portation, and housing, are soaring as the City of Boston continues to provide for the
bulk of the Area's poor, needy, and disadvantaged, and as standatds of public service
for social welfare rise. To fulfill che potencial for the wiabilicy of che City of
Boston ecomomy, in these clrcumstamces, would require messures at the state and natlonal
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level to redress, im part, the fiscal and economic disparities presently confronting the
City of Boaron.

Commmities in the metropelican ring sround the City of Boston fnclude an inmer
core of ciefes and touns with prospects and problems similar to that of Hoston, as well
as industrial and estate enclaves, and bedroom comsunities, but sellf-comtained commumi=-
ties experiencing population and ecomomic growth and an expanding [iscal base predominateo.
These communities, whice will absorb most of the area's new and expanding manufacturing
and trade activity, pepulaticon, espleyment and economic growth in the next quarter cen=
tury, have a growing revenue base. This growth may net be adequate to public expenditure
needs, however. For these commnities, public expenditure requirements for new school
and water system cutlays and other capital facilities limlt rescurces dedicated to
streets and highwavs, welfare and public safety. For these communities, their Erowing
revenue base is not adequate for present and future public expenditure requirementa,
pointing to the nesd for new formes of fiscal support at the state and natiomal lewvels.

Im effect, both the mature and the growing commmities of the Boston Metropoli-
tan Area face prospectz of growth In [isecal capacicy substantially short of prasemt and
future needs, though the problem of the City of Boseon is erftical. For the mature
communities, the problem is one of shrinkage of the tax base, in the face of ezpanding
health, welfare, safety and housing expenditure neads, and the unrequited provisien of
central elcy services to metropelitsn ring communities. For the growing commmities in
Boston's metropolitan ring, the expanding requirements for schools, water and other
public facilities limics expenditures [or wrgent needs, even in the framework of a
growing fiscal capacity. Thus over and above the amelioration of intergovermmental Eis-
cal disparities, local commmities need an expanded flow of resources from state and
local goverments.

I. REGENT GROMTH AND FUTURE PERSPECTIVES FOR THE BOSTON METEROPOLITAN AREA
ECONOMY: THE CONTEXT FOR INTERCOMMUNITY SOCIOECONMOMIC DISPARITIES

rading of the on Metropolitan Ar :
Poatwar Experience amd Futur eciven

Intergovernmental Fiscal disparicies of the Boston Mecropolitan Area, and the
critical fiscal situntiom of the City of Bosten, and its potential smelioration, are
beat examined in cthe setting of recent growth and future perspectives of the Boatom
Metropolitan Area Ecomomy, and the socloecomomic disparities between its central elty
and the surrounding metropolican ring.

In the context of a slower postwar population growth, in comparison with the
natlon as a whole, the Boston Metropolitan Area has experienced a more rvapld vise in per
capita income, reflecting a fundamental transformation of I[ndustrisl structure and up-
grading of the labor force. As A conseguence, per capita income levels in the Bostom
Hetropolitan Area are rising faster and are substantially higher than that for the
nation as a whole. From 1950 ro 1562, population growth of the Boston Hetropolitsan Area,
at 11 percent, was less than half that for the nation as a whole (Table 1). Per capita
personal income of the Bostom Area, In comtrast, already at a higher level than the
nation's in 1950, expanded its velative rate of growth, and, In 1962, exceeded that of
the natiom by ene=ELifch.

For the Euture, in the context of an expanding nationmal economy, the Bostim
Metropslitan Ares is expected bo continue to have a superior levael of per capita per-
aonal income, in relacion to the country as a uﬁle, pignifying further improvenment of
industry mix and productivity lewels (Table 1} This improved quallety of the Bostan

1/ See also Ec o ion St Vo lumes ; Boston Hetro-
pelitan Ares Planning Council, Boston, Mass., 1967.
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TABLE 1.--GROWTH IN POPULATION AND PER CAFITA FERSONAL TRCOHE,
RECENT AND FROSPECTIVE, FOR THE UMITED STATES AND THE
BOSTOM STANDARD METROPOLITAN STATISTICAL AREA

1230

United States

Population (milliona) $151.2
Personal fncome (billions) 2E6.2
Per caplta personsl income 1, 4%

Boston Ssal/

Papulation (thoosands) 3,062
Pecsonal locome (millions) 45,119
Per capita personal income  §1,672

1962

5183.%
40,3
2,368

3,394
49,588
52,825

i =
1975 1950=1962 LBEZ-1975
$225.3 2. 9% 21.2%
748.13 34, 6 70.0
3,321 583 40.2
3,8188¢ 10.8 12.5%
§516,8132/ B7.3 54,5
31,8802/ 89,0 37.3

l"l Includes all of the countles which form Bostonm SMSA.

2/ HPA projections adjusted to county basis.

SBource: "Parsonal Income lm Metropollitan Areas:
Graham, Je., amd Edwin J. Coleman, Appearing im &
May 1967, U.5., Department of Commerce, Office of Business Economics, Washing-
tom, 0.C.; Economic and Demographic Frojeccions for 236 Hetropolicen Aveas,
Hational PFlanning Asscciation, Center for Ecomomie Projections, Washingtom,

DiC., May 1967,

f
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drea economy, expected over the mext 10 to 25 wears, would be comsonant with a concinued
lesser population growth rwate.

Transfdrmation of Tndustrial SgEructure

The key to this favorable postwar experience and outstanding Euture cxpecta=-
tion; has been a basic transformation of the Hoston Area cconomy involving the emergence
of dynamic growth industries which more than offset the loss of older, alower growing
activicies to other regloms, The Boaton Area's loss of lower wage, lower productivity
textile and leather activity to other regions with mere medern plant and more suitable
market linkages has heen more than compensated Eor by the expamzion of higher wage and
higher preductivity industries, including machinery, higher education, insuranmce, instru-
ments, Cransportation equipment, recreatiom, tourism and other services. Between 19&7
to 1963, for example, textiles fell from first to fourteenth place among the Boston
Adrea's export activities ranked by employment size, and employment im the leather indus-
try fell by ome=third., In comtrast, electrical machinery, higher education and insur-
ance, vose from thivd, ninth and seventh place, in 1947, to [irsc, second and thivd
place, im 1963 (Table 2). For the future, based on the special endovments and fmproved
qualicies of its labor force, these and other service activities of the Boston Metropols-
itan Area are expected o contribute to maintain the Area's lead in per capita income
and productivity levels of the nation.

Baston's FnEulltinn Loss HidlE Ehg Argnri EEllEiDﬁ Emush

At the heart of this arca, however, the postwar cxperience and future prospects
for the City of Boston are substantially different; and these sociceccomoamic differences
are aggravated by serious intergovernmental fiscal disparities, Boston's postwar
experience has been one of leoss of population and employment and lower leévels of per
caplita imcome, at the seme time that it iz saddled with the bulk of the metropolitan
area's poor families and substandard housing, and a disproportionate share of the area's
elderly and less well-educated. For the future, all of the Boston Area's net increase
in population and employment is expected to go to the outside central city suburban
ring, in line with the outward flow of manufacturing and trade, and in accordance with
the residence location preference associaved with expanding income lewels and the
younger age of household heads (Tables 3 and 8). ERecent expecrience and future prospects
for the expansion of government, business and service activity employment, nevertheless,
suggest the potential viability of the Cicy of Bostom ecomomy, if new Federal, State
and local institutional arrangements could alleviate presemt Eiscal disparities.

Boaton's Share of the Ares's Disadveantaged Citizenty

In 1960, the City of Boston had an inordinate share of the metropolitan area's
unskilled workers, unemployed, low income families, elderly, Hegroeg, and substcandard
housing units. &t the same time, with o disproportionately larger share of the area' g
problen people, and smaller share of the ares's wall-to-do families, it provided the
"place=of =wark" of almost half of the arca's jobs, an additional unregquited servies
burden. & vivid cross=section of the socioeconomic disparities betweesn the CLCy of
Boston and its surrounding metropolitan ring i portrayed 1n the 1960 Censuses of
Population and Bousing (Table 4). This 1960 cross=section illustrates Boston's large
ghare of high coat citizenry, in terms of regquirements for welfare and social services.
in that year, the City of Boston, with some one-fourth of the mecropelitan area popula-
tion, accounted for almost two-fifths of the area's wnemployed. Boston's labor force
was less skilled, containing mere than one-third of the area's service workers amd
laborers. Doston's families had lower levels of income, Medfan housshold income in
Boston was dme-fourth lower than that in the setropoliten aves as a whole. Boston
families with incomes of less than 53,000 made wp two=-fifths of the area total in that
class, while those wich incomes of more than $15,000 comprised enly one-cighth of the

126



TABLE 2.--POSTWAE AND PROJECTED CHAMGE IM THE STRUCTURE OF THE
CGREATER BOETON BEEGIOHAL FLANNING AREA, 1947-1963-1%80

E L Rank
1547 1563 1980 1567 1963 19840
==mmmmemo{thoufands ) === -mmanm
Frincipal export activities
Electrical machinery 40.2 55.8 T2.5 1 1 1
Privage education 16.2 33.8 52.8 9 2 2
Insurance carriers b 0.5 386 , 3 k|
Konalectrical machinaery 3x.5 29.5 an. T b & ]
Laacher Froducts 42.5 28.7 33.6 L B 7
Faderal Govermment defense-gpace 21.6 23.0 26.0 b [ 7
Bubbetr products 1.7 21.5 0.5 3 s 11
InsCruments 17.4 19,1 0.5 a8 B 1
Migcallanesusd manufactares 5.4 18.2 5.3 13 9 a
Papar products 15.4 16,4 .7 11 1 )
Hiscellaneous services .2 1&.% 34.4 14 11 &
Transportation equipmant b.1 13.8 11.5 12 12 12
Food products 16.1 12.5 10.5 1o 13 13
Textile products 48,4 11.6 9.8 1 14 15
Other export activities . 1.0 104.5 152.0
Local matket activities T45.3 451.3 1,056.5
Total employment 1,137.5 1,285, 6 1,6148.1

Source: Analyses of the Boston Matropolitan Area Planning Coumcll, appearving in arcicle
entitled "Forecasting Economic Growth for Bastern Massachusetts," by Frederick

Bell, Mew England Businass Beview, August 1946, Federal Reserve Bank of Bosten.
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TAELE 3.--POPULATION, BOSTON METROPOLITAN AREA AND THE CITY OF EBOSTOM

Farcank C
1850 1960 1965 1%50-1 1960- 196
---------- (thousands)=-emamcuna
Boston Metropolitan Area 2,414.4 2,595.5 2,606.0 +7. 5% *+31. 1%
Ciey of Boston T2 T &897.2 616.3 -3.48 -11.8
Sogurece; The Commonwsalth of Hﬂ.lllEt_l!llttl. The Em ; EEEE i i ﬁi Boston; Eérrlgl:
En ation Estimates, Estimates of the Populakion of Stan-

dard Matropolitan Statlistical Areas: July 1., 1965, 0.5, Bureau of the Census,
Serfes P-25, Re. 301, Washimngton, D.C., August 14, L967; Current Population
Beports, Technical Studies, Standard Metrepelitan Statistical Areas in the
United States ag Defined on May 1, 1967, with Fepulation in 1960 and 1930, U.5.
Bureau of the Census, Series P-23, Ho. 23, Washingten, D.CG., Occeber 9, 1967,
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TARLE &4.--30CIOECONOMIC CHARACTERISTICS OF THE CITY OF BOSTOHN
IH COMFARISON WITH THE BOSTON METRDPOLITAN AREA AS 4 WHOLE

Cigy
Bos kan A8 Percent of
Cicy SHMEA SHGA
1960 population 697,197 1,589,301 26.9%
Labkét force 191,373 BoY 848 27.5
Employment 172,248 65T, 620 6.4
Sepvice workers and laborers L6, 528 LXT 555 36.5
Unemployed & 669 12,303 38.0
Place of work 408,378 90,198 45,5
Hegro population 63,165 77,781 a8l.2
Median income (householda), 1959 5 &,.268 $ 5,537 77.0
Families with incomes of--
Less than 33,000 in 1959 527,539 71,008 38.48
Hore than $15,000 in 1959 g 5,585 545, 4068 11.49
Substandard housing units 38,932 T2 470 53.7
Persons over §5 years 85,585 264,931 2.1
Source: LU.§, Censuses of Population and Housing: 1960, Final Beport, FHC (1)-18, Cen-
uf Tract®, Boston, Has B s 3 c | Area, U.5.

Bureau of the Census, Washinmgtonm, D.C.
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area familigs in this category. In 1960, Boston had more than half of the area's sub=
standard housing units, and one-third of the arga's population 63 years of age anmd ower.

Boston's educational system is not adequately geared to break the cycle of low
gkills-low income-poverty-poor edocatien. One-third of Boston's school buildings
are more than 30 yesrs old and several are In thelr second century, Ome=fourth of
Beston's schools have student bodles more chan 50 percent Negro, and are classed as
gegregated, Boston stwdents perform poorly. & cypleal :raa.ding achlevement seore for
Bosten sixth graders is 5.6. FReading achievement ip Roxbury, the Hegro ghetto in
Boston, is 1-1/2 years behind the national average. i

ghift of Jobs to the Outside Central City Mebropolican Ring

Boston's burden of high cost citizenty developed against the background of
declining postwar employment, paralleling its declining postwar population, while employ=
memt fn the metropolicen ring expanded by leaps and bounde (Table 5). From 1948 ©o 1963,
employment in the City of Bostom fell by 17 percent while that for the metropolitan ring
raae by 39 peroent; raising the metropolitan area total by LE percent. In effeck,

Baston cxperienced an outflow of manufacturing and trade in response to needs for more
space, choaper land, linkages with the metropolican ving's improved transportation
facilities, and proximity to the customers. Offsecting these trends, in part, was an
18 percent increase in service activity employment in the Clty of Boston, reflecting an
lmpertant revitalizatlon amd rehabilitation of large dowmtown areas, and the expanding
Aervice needs of a growing ecomomy. This aspect of the postwar development holds the
kernel of Future possibilities for the wiability of the ¢icy of Boston economy.

Location of Wew Construction In che Boston Metropolitan Ares

The location of nonresidential building activity in the Boston Metropolitan
Area, over the past decade, foreshadows both a continued cutflow of manwfacturing and
trade to the metropolitan ring, as well as a further expansion of service mctivities in
the City of Bostom. Honresidential building permic valuatioms im the Boston Mecropoli=
tan Area, in the period 1954-65, show that more then two=thirds of all nonresidencial
private construction has gone to the outslde central clty metropolitan ving (Table £).
This measure of conatruction activity da sdgnificant as & precuracr of future employment
growth and locatlon. Within this everall pattern, neverthelesgs, two distinctive,
important sub=trends are taking place. While more than four-fifths of all new indus-
trial plants, and three-Eourths of all new retall and wholesale trade facilities, are
Eoing ro the outside central ¢ity metrepolitan ring, one half of all office bulldings
and three-fifths of all hospital and imstitotiomal buildings are Being constructed in
the Cicy of Boston., These economic activity location tremds, poioting to the changing
econonie Function of the City of Boston, point up the dimensions of BDoston's problem
and potential for continued ecomomic wvigbilitw.

Considering these offsetting trends in the growth and location of manufactu=-
rlog, trade and service activicies, Boston Fared relatively well in cevms of new
housing construction since 1960, Deapite a continued net outflew of populacion co the
metropelitan ring, Boston accounted for one=fourth of all new housing units authorized
for comstruction in the Boston Housing Market &rea becween 1960 and Septombaor 1966
{Table T). The conscrucpion of 23,644 new housing unics In Beaton since 1960 derived,
in parc, from the rveplacement of subatandard units, the urban renewal program, as well
as the new needs of the new service activity jobs created in the City of Boston.

2 Villape School Downtown, Peter Schrag, Beacon Press, Bostom, L967.
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TABLE 5, --EMPLOYMENT CHANGES IN SELECTED INDUSTRIES IN THE CITY OF BOSTON,
IN COMPARISON WITH THE METREOPOLITAN AREA RING AND THE
METEOPOLITAN AREA AS A WHOLE, 1948 AND 1%63

(Thousamds of workers)

— PBmployment in Selected Industrigs

Selected
Total Hamufacturing Trade Secvices
Central city
1944 250.8 141.5 119.0 0.3
1963 207 .6 82.5 B9.2 35.9
Percent change =17.2% =148,3% =25,0% 18.5%
Outside central city
1948 270.5 169 .4 8.0 23.1
1963 377.3 213.4 127.7 36.2
Percent change 39.5% 26.0% 63. 7% Sh.TL
Boston SHSA, eoral
1948 521.3 270.49 197.0 53.4
1963 584 .9 295.9 216.9 2.1
Percent change 12,3% Q.25 10.1% 5.0
Sgurcet Censusgs of Busfness and Manufsctures, 1%467-48 and 1963, U.5. Bureau af the

Census , Hashingron, 0.G.
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TABLE &6.--NEW PRIVATE RONBESIDENTIAL EUILDING IH THE
BOSTON METROPOLITAN AREA, BY CENTRAL CITY-0UTSIDE
CENTRAL CITY COMPOSITION, 195&-1945

Percent of Yaluation of Permircs
Authorizad for Hew Nonresidential
Building in the Outside Central

Cik 11 i
ALl Types (il
Busg lness 70
Industrial 52
Stores T4
Offiee bulldings 5l
Gasoline stations i2
Communicy &7
Educational i
Hospital and instieueional 41
Religious a5
Amusement By

Source: "The Decentralization of Jobs," Article by Dorothy K. Hewman
appearing in Mopthly Labor Beview, May 1967, U.5. Department
of Labor, Buresu of Labor Jtatistiecs, Washinmgten, D.C.
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TABLE 7.--HEW HOUSING NITS AUTHORIZED IN THE
BOSTON HOUSING MARKET AREA

1960=-1%45

Hunbex of Hoysipg Upits
Authorized by uilding Permits

Boston housing market avea 94,788
Central area 18,543
Bostan 23,644
Chapge ipn Popylatiop
Boston housing market area 19,7175
Central arsaa =5 ,B75
Boscon® =890 , 000

*Estimated on basis of 1960 and 19685 Commonwealth of Massachusetts
Census data.

Source: .H.na.lxﬂ-iu of the ZB-l:uI:l:u.'lI Hﬂ.!l&h‘ulgtt:, Hnulim Harket, Federal
Housing Administration, V.5, Department of Housing and Urban

Davelopment , Washington, D.C., Cectober 1967,
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Future Location of Population and Fmployment
in the Boston Hegiomal Area

In line with these developments--the changing, wpgraded structure of the Boston
Area economy, and the outward shift of population and manufacturing and trade smployment
to the metropolitan ring-=Soston's population and employment are expected to continue to
decline over the next quarter century while that of the Greater Boston Regional Area is
e¥pected to grow by ome=third (Table 8). In this combext, [n accordance with recent
studies of the Bostonm Metropolitan Avea Flamning Council, Boston's employment [s expected
to fall by only ome-elghth while its populacion may be reduced by one-third,

Fros ts far the Viabili of o @ 1 4

Despite anticlipated smaller population and employment levels, howewer, the City
of Bpston economy may be expected to participace in the general wpward shife of house-
holds to higher Income Levels owver the next Ewo decdades. Whersas only half of all house-
holds dn the Bestom Metropolitan Area had incomes of 56,000 or more, in 1965, three-
fourthe of all households are cxpected to be in this category by 1985, in the framcwork
of an expanding national economy (Table 9). This more affluent Boston Metropelitan Area
population will alse be youmger, with three=fourths wmder 45 years of age, in 1985, ip
comparison with fwo-thirds in L5965, OFf course, in comparison with the metropelitan
ares, Hoston may ke expected to retain a larger share of the lower income amd older age
households,

Hevertheless, the growth of govermment, business and persomal service actiwity
Em'p].ﬂ:ﬂ:ent in Bostom, and the future upward shife of housghold income levels suggest a
potential for ecomomic viability of the Boston economy, even with a declining populatiomn.
This possibilicy, however, will be highly sensltive to the awmelioracion of fiscal dis-
parities affecting PBoston inm welation to 1ts surrounding metropolitan ring commmities.

II. LOCAL GOVEEMMERT FISCAL DISPARITIES INM THE BOSTOR HMETROPOLITAN AREA

Dyerviow

Hithin the general framework of rapidly rising per capita personal focomes
levels, and lesser populatiom growth, the Boaton Metropolitan hrea's 70-odd citie= and
towns cover a wide spectrsm of typea in comparisen with the nation as & whele. These
include balanced commmities {combining an ecomomic base with & full range of services),
those with specialization in manufacturing, whoelesale or retall trade, education, or
recreation,; as well as industrial and estate ecnclaves, and bedroom commmities. The
dominant feature, nevertheless, is that of ghrinking lower income central city and cen=
tral core commmities, and emerging higher Income suburban citles and towms. This fea-
ture may be expected o continue over the mext guarter century as the Beston HMetropolil-
an Area's population and employment expand by ene-thivd,

In this framework, Boston central city's higher per caplta govermment oxpendi-
tures, required mainly to service its high coeet, low Inceme c¢itizenry, compels a strain-
ing of its smaller per capita Ciscal capaciey, even though its revenue cffort is wnos-
ually high. State and Federal ald and intergovermmental cooperation do not sufficlently
mmeliorate Boston's comparative fiscal needs, nor appropriately compensate for the
mettoprlitan area-wide services it renders, though recent developments in these areas
are bemeflteing Beston.

Subatantial additional state and federal aid, and intergovernmental cooperacion,

are nedded to redress these fiscal disparicics adversecly affecting Beaton. This redress
is nesded to complement the recent revitalieatiom of the Boston central clty economy,

13&



TABLE 8.--LOCATION OF PORUTATION AND EMPLOVMEWT  EY CORE AND METROPOLTTAN
RING IN THE EASTERN MASSACHUSETTS REGIONAL FLANNING AREAL!

1563 1915 13510

Thﬂllﬂlﬂ.‘l of Persons

Papulation
corell 1,028 145 708
Inner suburbsd! 505 728 534
Roure 12841 B9L 1,089 1,041
Bay cireuits’ 470 B56 1.072
Route 49561 587 636 791
Outer friogel/ 59 &0 T
Toeal 3,501 3,974 4,733
Employment
Corelf S61 §31 S
Inner suburbsl/ 134 170 208
Route 12784/ 70 0L &30
Bay :Lr:uLFEF Wl 178 307
Route 45586, 180 20 319
Duter fringel/ 1d 15 34
Toral 1,396 I.295 1,B01
Pargent Distribuilon
Population
Corell 79,00 19.10% 15.0%
Inner suburbal/ 14,3 18,5 3ok
Route 1284/ 25.1 7.6 LTV
Bay c1ucu1§;f 13.3 17.0 17,6
Route 6958 146 bhLa 6.7
Quter E'l:'!.:'l.gl.-&l-'Il 1.7 Lelr 1.4
Total 100, 3 100,06 100,06
Employment
cora2f 43,3 14 78,0
Inner suburball 10,3 131 11.5
Route 17EGL/ 20,8 2 B 73.3
Bay cireuits/ 10,9 3.7 17.0
Route 4556 13,9 15,4 17.7
Duter fringel! 0.E L 1.8
Toral 100.0 100,10 1O
1/ Seme 76 cities and towns in & radiug of 30 miles of downtown Boston.
1/ Bosron, Brookline, Cambridge, Chelsés, Everstl, snd Semerville.
3/ Arlington, #elmont, Brighton, Lyon; Halden, Medford, Melrose, Hilton,

Hahant , Quiney, Revers, Saugus, Watertown, Winchester, Winthrop.
Communities bordering on Routs 128,

Communitles between Routes 128 aed 4545,

Communitfes bordering on Houte 45%,

Communicies beyond Boute §95,

Ipigvle

Source: VUnpablisted preliminaty analyses and projections of the Boston
Metropolitan Ares Planning Council and the Eastern Massachussetbca
Beglonal Flanmisg Preject, Boston, Hass., 1967,
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TABLE %.--PERSPECTIVES FOR AGE COMPOSITION OF THE POFULATION AND
DISTRIBUTION OF HOUSEHOLDS BY IMOOHE LEVELS,
IH THE BOSTON METROPOLITAN AREA

Botimated __Projected

1960 195 1975 1585
—m=m--e--iparcant distributiop)e=sesem=-
Population, by age group
Undar 18 vears 32.4% 32,9% 33.2% .5%
18 to 4h years .7 3.5 15.5 .2
45 co bh years 22.2 2.0 0.4 17.1
65 years amd over 0.7 10.6 0.5 10.2
Tocal 1o0.0 1.0 1o0.0 100, O
Households, by income class (1960 dollars)
Under 54 D00 20.5 18,9 14 .6 10,9
%6 ,000 = 58,000 al.s 28.8 1E.6 12.1
58,000 - 515,000 3.7 i5.6 39.7 31.5
Mora chan 515,000 14.3 16.7 7.1 5.5
Toral 100.0 1000 Lo0.0 100, 0

Source: Unpublished research in progress on "Emerging Patterns of Urban Growth,” by
Alexander Ganz, Massachusetts Instlitute of Technology.
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through the tew upsurge of service activities, and make possible the ecomemic wiabilicy
of the City of Boston.

The wisible fissure In the Boston area's imtercommmity pattern of ecomsmic
base and fiscal capacity, local government expenditures, sources of local revenue, and
comparative fiscal effort, is the dichotomy between older, no-longer-growing, lower
income communities, and younger, expanding, wealthier citiea and towns. The older com=
mmities have larger public service needs which press hard on their lesser revenue
yield, despite a greater fiscal effort. Expenditures must be concentrated on heslth,
welfare, and public safety, to the detviment of education, transportation, and other
feeded services. The wealthier commmitfes, with an expanding economic and revenue Dase,
are, nevertheless, hard put o provide growing capital cutlays for schools, water-
systems and other infrastructure facilities. The role of state and federal aid; and
intergovermental cooperationm and agreements does mot adeguately compemsate for the
greater need and lesser flscal capacilty of the clder, poorer communities, as well as
thelr preovision of uwnrequited services to the metropolitan area as a whole.

Boston amd the central core cltles have lower per caplta economic and fiscal
bases in terms of texable real property and personal income. Boston's taxable real
property base has not expanded in 20 years. FPer capita local povermment expenditures in
Boston central cicy are larger, but aince this mainly covers its imordinately grester
health, walfare, and public safety needs, its standard of provieiom of educatiom and
other services amd facilities iz lower, Te [inance these sxpenditures, Boston cemtral
city tax rates are higher, to compensate for the lower per capita property tas and per=
sonal dncome tax base, and its sizable proportion of tax exempt property. In effect, a
BEFONer Boztom central city fiscal effort, Iin terms of locally raised governmment
fEevenue ag a percent of personal income recelved by resldents, and the propercy tax rate,
produces a lower level of per capita government gervices In education, highwaya, and
other eritical areas, Compensating, in parkt, for this lhadequate [fgcal base, Boston
central eilty receives a proportiomately greater share of its revenue from scace and
federal aid, and this has been increasimng, though not enough. The provisiom of public
gervices in the Boston Metropolitan Area through intergovermmental cooperation amd agree-
ments, and the oparation of special public service districts, ia limited but exwpanding.

For the futwre, the pattern of econemic and fiscal development of the Bosgton
Arean commumities may be readily predicted in the comtext of the growth and relative ouk=-
ward shifc of mamufacturing, trade activiey, and population residence. In fiscal terms,
both slow growing and expanding communities may be expected to follow a demonstrated
pattern in terms of expenditure and revenue characteristics, with growing commmities
concentrating outlays on education, water supply and other public imfrastructure
facilities. The incressed flow of state and federal ald may dampen the disparities in
local tax burdens. An expanded regional and metropolitan area approach to fiscal pro-
blems and planning, on the part of federal and state govermments is necded. This plus
special treatment co improve the fiscal capacity of Bostom central city would enhance
the economic prospects for the Boston Metropolitan Area as a whale,

Character of the Boston Metropolitan Area Communities

The Boston area is compact and densely populated, with the central city consti=
tuting a relatively small portion of the population (Table 10), The density gradient is
relatively smooth sway from the center, except for some perturbations caused by the
axistence of older independent cities which have been swallowed wp as the area expanded.
As elsewhere, there i3 a predominance of school age children in the suburbs, particu-
larly the newer ones, wharess the older people tend to be concentrated near the center
of the metropoliten area. There are relatively few Hegroes, amd chey are heavily conm-
centrated in a few neighborhoods In Boston, Cambridge, and Semerville.

It is uwseful for many purposes in studying the detalled fiscal patterns within
the metropolitan area to classify the component clities and towns into simple categories
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Pnnuln:lﬂn of Metropolitan B-nl.El:m !mh IEEI Compared wi Eh 12&5,

nd Percentage

TABLE 10.--BOSTON STANDARD METROPOLITAN STATISTICAL AREA
(COWSTSTTHG OF 78 CITIES AWD TOWHS)

hawi: Increas

Population

Cities and Touns 1565

Arlington 52,482
Ashland 8,698
Bedfaed 10,787
Belmont 28, 704
Beverly 38,135
Bosvon 616,326
Braintres 33,954
Brookline 53,608
Burlington 19,473
Cambridge 492,677
Cantomn 15,310
Chelaea 27,098
Cohasset 6,559
Comcard 14,514
Danwers 2, Thd
Dedhanm 26,614
Dover 3,592
Duxbury 6,211
Everstt 3,510
Framingham 52,364
Hamilton G, L&l
Hamower T BE2
Hingha= 17,576
Holbrook 1,231
Hell B.B36
Lexington 31,3EB
Lincoln 4 63
Lyrm 92,653
Lytmfiald 9,821
Malden 36,143
Manchester &, 386
Marblehead 20,942
Marahfield 10,176
Medfield 7579
Medford 60,429
Melrose 32,105
Middlieton 3,909
Millis 5,262
Milvoen Z¥, 708
Hahant 5,067

1

1955

&7, 148
2,828
8,77

28,790

31,432

724,702
26,698
56,874

5,225
98, 958

10,128
1

4,129
10,889
1,185

21,450
2,245
4, 2B0

45,077

31,589

4,116
4,258
13,418
6,286
5,824

22,256
2,949
99,020
5,667
59,497

3,376
15,908
4,959
5,293
65,393

29,238
3,370
3,030

24,043
3,231

134

Increase
or

Ducraass

5,335
£,E870
2,011

&

6,703

-108, 376
7,256
-3, 268
14, 248
-6,281

5,182
-9,728
1,830
1,627
6,579

5,168
1,347
1,931
1,667
20, TE0

2,025
3,604
4,158
&, Ha5
3,012

9,132
1,514
-6,367
4,154
-3,355

1,010
5,034
5,217
2,186

-4, 964

2,888
539
2,2n
3,065
CEL

Fercent

Change

11.3%
G52
22.8
0.
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based on thely functionm in the metropolican ecomecmy. This classification will help pro-
vide a conclse wview of the area; and an easier uvnderstanding of its fiscal behavior

(Table 11}.

First is the general level of wealth. For comparison purpeses, we examine
median family income, although the disparity between chiz measure and the taxable pro-
perty base {8 sometimes significant. In the Boston Metropolitan Ares, the low income
towns are clustered near the center of the 2M8A, and include some of the older eitles,
such as Salem, Maldem, and Lynn. The high income communities; in gmrai. Eorm a ¢on=
tiguous group to the west; they include Weston, Sudbury, and Welleslew.

& second facter is the composicion and magnitude of the ecomomic base relacive
to the resident population; allied with this fs the degree co which residents commuce
out to work, At present, the bulk of in-commuting is to the central area, alcthough this
is rapidly changing with some cutward movemgnt occcurring to outlying industrial centers,
such as Framingham and Waltham, from corresponding suburban residence locatioms. The
closest eo an Industrial enclave fs the elty of Everett. We might classify as balanced
those towns which provide employment for and services o a majority of thelr resldents.
These towuns have tended bo specialize in particular acelvicfes, such as Lymn in manuo-
facturing, Saugus in retailing, ¥aeick in wholesaling and Cambridge in education. Tha
bedroom commmities, such as Tepsfield, Wenham, Lincoln, aod Dover, lie mestly on the
periphery of the metropolitan area. Sprimkled across the intermediate belet are towns
with a modeat commercial base, such as Harblehead, Melvose, and Winchester,

The final classificacion is the degree of development or maturlty of the area.
Bate of population growth iz a component of and proxy for this category, belng cleaely
related Eo duch other important measures as population density and age of the cossumity.
Boston as a whole iz a slow-growing SMSA by national standardse {about 3-.I"5|- PEECEnt per
vaar}. The growth pattern is typical with the central area declining or scagnant, the
inner belt growing about two to three percent per year, amnd the periphery from four o
seven percent per vear., GOrowth at the fringe tends to be explosive, being focused in a
fow cowns abt any point in time--Burlingoom, Sudbury, Mavshfield, and Pembroke, at the
momenk .

Variation in the Economic Base

AL the heart of many of the area's public Eimance problems is the diverse divi-
sion of its economic activity amenmg the Eragmented govermments which make it wp. The
aren as a whole i= relatively well off, in terms of rate of gr-:-l.rl:h In per capita per-
gonal incoma, but the variations apong its component partes ate unuswally broad.

Perhaps the ¢cuclal measure of local tax capacity under the present system is
the taxable property base at marhket value {Table 12). With che uwswal caveats about
using such data, particularly for small towns and areas with hesvy industrial concentra-
tlon, we can look at the full-valus figures compiled by Che Scace Commission on Equall-
zation. The per capita flgures cover & range of over five to ome, from the wealthy
resldential enclaves of Westonm and Dover and industrial centers like Everett to the poor
cutlying communities like Middleton and the no-longer-growing old cicieas guch as Bosgom,
Chelsea, and Somerville. Exploitation of the tax potential iz complicated by prohlems
of ineguities in assessment which seem to be greatest in the rapldly growing and the
mist slow-growing areas. Systematic biases with disturbing implicacions have been £ound
e exist in assessment procedurss in some area and L&w sults challemging them abound.
Intermecine competition smong local goverrments for industrial growth has further com-
plicated the use and aduinistration of the tax with a varlety of special exemptions and

1/ 0. Oldman and H., Aaron, "Assessment=Sales Ratio under the Bostom Froperty Tax,"
Hatiopal Tax Jourpal, March 1963,
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TABELE 11.--CLASSIFICATION OF COMMUNITIES IN THE BOSTOH SHE&

Hedian Wark Tacal
Growth Fami 1y Outsida Town Ecamealc
Fate Incape 2f Bedidence —Bass cial Characteridcics
Enpex
Bervmtly Lo Muach Hizdase
Danvers Middle Some Balamced ftate imAtitution
Hand leom Middle Complece Hone Semirural
Lyin Lo Low Soma Balamced Manu factur Ing
Lyonfield High High Crmplete Hene
Hapchastar Low Complete Hona Semirural
Marbleh=ad Middle Some Hodase
Middlecon Law Complete Hone femirural
Hahamt Middle Complata Homa
Faeabody L Sime By 1A Huch retailing
Salon Low Lowg Soma Halanced
Saugss Middle Seene Balapeed HMuch retsalling
Bupmpasobl L Middla Huch Hiedea b
Topetleld High High Complete Hone
Wenham Biddle Complate Hose
Hiddlosax
Aflington Hiddle Muach Modest
Ashland Low Somo Hodast Semirural
Bad Eord Lod HEddla Soma Modaat Huch sarvice industey;
nilitary installation
Belpunt Middle Huch Modest
Burlingtan Very high Hiddle Much Ralansad
Casmhridga L Lo S<me Balanced Education; indostry
Concord High Much Modest
Everstt Lo Low Some Hodasc IndusETy
Framiogham Aigh Hiddla Soma Balanced Huch tetalling; industry
Laxington High Musch Hoedeat
Liscoaln ligh Complece Home
Malden Low Low Mueh Hedaar
Madfaxd Lang Levnd Much Modest Education
Malrose L Middls Much Modest
Hatick Middle Some Ba lanssd Huch wholesaling
Rewton Low High Huch Balanced
Horch Readling High Middle Complete Hioms
Reading Middle Somi Balanced
Somerville vary low Low Hueh Balanced
Stonehsm Middle Much Modast
Sudbury ¥ery high Bigh Complete Hime
Wakefield Hiddle Some Balanced
Walthan Hildd le Some Balanced Much industry
Hater Eown Lttt Hiddle Much Balanced Much induSCry[ government
installation
Waxland High i gh Host Httle
WasCan Vary Complete Koo
high

WllmingrCon HLigh Low Some Balamcad
Himchester High Much Modest
Wabwrn Lowr Some Balancad

Lal



Horfolk

Braincres
Brooklins
Canton

GohaS AL
Dedham

Dover

Helbraok
Hedfleld
Hilcon
Needhan

Horfollk
Horwend

Quincy
Randplph
Sharon

Halpele
Hallealay

Hestwood
Waymouth

Elygogth

Duxbury
Hanoyer
Aingham
Hull
Marghfiel

Hepwall

Fembroke
Bockland
Seiruate

fuffollk

Bascon
Chil sea
Ravare
Wimthrop

Saurcm:

TABLE 11 (CONCL'D) .--CLASSIFICATION OF COMMUMITIES IN THE BOSTON SMSA

Hedian Work Lacal
Growth Fonily {utsfide Town Ecapimlc
Eake Income of Residence Bape
Hiddle Some Balanced
T Hiddle Hich Balanced
Hiddla Fome Balanced
Middla Some Lictle
Hiddla Huch Balenced
Very Complete Hone
high
High Hiddie Some Liccle
High Middle Complata Hona
High Huch Litele
High SpEe Balanced
Ling Some Litcla
Hiddle Much Balanmced
L Lo Some Balapcad
High Middie S Hodast
Hiddle Huch Litele
Hiddle S Balanecad
Very Sone Balanced
high
High Hisch Hodest
Hiddle Soms Hodesat
Lo Limiced Hona
High Lane Limieed Hore
Hiddle Some Balanced
Lo Some Little
d Very high Hiddle Limlcad Homa
Hiddla Some Home
Yery hizh Lo Limiced None
L Eiias Hodast
High Hiddle Home Hodest
Very low Central CLty
Vary low Laow Home Balanced
Lk Law Sion: Balanced
Lina Hiddle M Modest
Vary low  =1.00%
Loyt = ={.9% pe 1,00%
High = £.01 pa 10.00%
Very high 2> 10.00%
Hedian = 3,2%

S&e Appendix fo Chapter LL.
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Special Chagacteristica

Huch [edustry and whele-
sala

Redort

Much wholesaling

Semirural

Much wholesaling
HBamirural

Hach industry

Gowernaent Lostltution
Huch whelessliag

Govarnasnt [nstallatclom

Semirural; some resort
Bemirural

Some pesart
Some redort

Bome Tesort

Much Industry



Baverly
Danwera
familten
Lynn
Lynnficld

Han<hester
Marblehead
Middlapon
Hahape
Peahody

Salenm
Saugus
Swampscott
Topafield
Henkam

Middlosex

Arlington
Aahland
Hedfowed
Helmomt
Burliington

Cambridge
Conoord
Evarett
Framinghen
Lexingten

Lineoln
Malden
Medford
Melrose
Hatick

Hewbon

Horth Reading
Beading
Somerville
Stonshen

Siadbury
Hakefield
Waltham
Watertawn
Waylamd

Heaten
Hilmlngton
Hinchester
Habarn

TABLE 12.--TAY¥ BASE IN THE BOSTOR HSHEA

1366
Taxable Froperty
atb Marker Value
—Eer Capits

§ 5,250
5,280
&y, 960
4,700
7,540

11, Q0
¥
4,230
5,160
5,030

5,000
i, 510
8,070
Toaa0
7,700

5,410
5,120
8,040
B, 210
&,050

5,170
7,570
9,670
5,660
5,850

10,300
3,660
3,970
5,450
6,820

7,500
5,360
5,660
3,490
5,770

¥ B0
6, 280

6,150
7,800

%,510
5,750
7,750
5,000

19539
Hedian
Family

1963
Selected
¥Yholesale Service Valoe Added in
Recail Sales  Sales Receipts  Manufacruring

Ineoms Per Capita [Per Caplta Far Capita Per Capiks

5 &,708
7,014
6,886
6,02L
0,413

6,664
8,205
§,270
7,312
6,749

5,570
6,887
7,067
8,745
7,671

7,938
& 654
1,893
8,371
7 0k

3,923
8,538
5,583

7,160

8,538
7,189
6,804
7,003
9,341

13,703
6,78
9,571
6,650

7 1,638
L,371

1,407
32

451

187
2,456

2,008
3,218
926

B79

357
1,191
1,105
1,112

z,200
1,545

136
256G
1,15a

1,274
L5689

a0l
1,632

1,276

i%8
a7z
L,516

1,058
L
1,200

a74

1,347
BYT
1,448

143

5 89
538

62
279
am
718

3,542

4,568
414
§30
B50

1,369

B4E
1,068
10,401
3,833
119

1,163
350

2,293
4,179
[n]

873
&78
1,390

£100
1%

143

204
83
137

104
&l
B0
(43
493

Li
50X

E
326
L

187
17k
&5

L&

a3
L2
112

153
o
13l

L1

57
Ial
w7

§ TaQ

a7l

49
334
368

1,013
4,057
2,450

o

LG9
L, x22



EP;EI ! E

Eraintres
EBrookline
Canton
Cohasset
D

Dower
Haolbrook
Hediield
Milton
Heedham

Korfolk
Norwoad
Quincy
Handolph
Sharon

Walpole
Wellealey
Was bwaod
Weymouth

Elygowch

Tuxbury
Hanerer

Hingham

Hull
Harphlield

Horwell

Penbroke
Rackland
Seftuste

Sutfalk

Eagtop
Chelsea
Bavers
Winthrap

SMEA Hean

TAELE 1I (COBCL'D).-<=TAX BASE IN THE BOSTON SMSA

1964

1939

Taxable Property Mediam

at Market Value

— Pog Capita = Iocoms _Per Capies

3.890
6,190
G, 270
6,200
T 630

6,300
5,870
4,080
7,300

&, 050
2, B&0
& 680
& 42

G, 385

Famdily

57,474
8,380
7,241
7,615
7,216

12,256
6,903
7,535
8,685
9,203

5,982
7,304
6,785
6,850
7,917

7,017
11,748
8,690
?,003

6,452
6,981
@,118
6,318
6,897

7,593
5,930
8,271
7 i1

5,747
5,296
5,917
6,573

T 504

Source:  See Appendix ta Chapter II.

1963
Sclacted
Wholesale  Service Value Added in
Retoil Sales Sales Recelpks Hasmafacturing

52

144

1,250
2,154
1,433
1,883
L,902

a
%G
a
33z
1,530

[
2,340

1,778
1,442
1,315

550

1,028

Per Capita Ter Capits _Fer Capita

51,802
2,845
3,524

a
8,411

SN =R-1=R=

385
158

6,217
3,796
2,669

1,374

5183
296
120
101
28

S0

33
23

133
171

82

T4
253
135
112

k36
158

T
118

612
111
274

T

la

81,108
1]

1,804
a
1,195

L=



TAHLE 1. --LOCAL COVERMMENT GEMERAL EXFERDITIRES IN
BOETON AND EIGHT OTHER METROPOLITAN AREAS

1965 1962-1965 19462 1957 -1962 1957
Mecropolitan Atsa Fer Capita Growth Per Capita Growth Per Capita
1. Hew ¥York 4425 19% $A57 (1) 9% 5258 (1)
2. San Francisco H02 21 333 {23 47 LT (23
3. Washington 32 11 308 (3} B 18% (6)
&, Mewark 3049 15 270 (&) 38 197 (&)
5, Worcester 3o0zl/ 20 251 (&3} 52 166 (8]
6, Boston 279 9 255 (5) i5 203 (3
1. Denver ih6 B 51 (7} 34 LET (5}
8. Balcimors 154 2 250 (8) 40 179 (7}
9, Sc. Louis a7 11 187 {9} a9 L35 (9)

Figure in parentheses is rank in per capita general expanditures.

L/ Estimaced by author.

Sourca: Ses Appendix to Chapter II.
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TABLE 14.--LOCAL GOVERNMENT ENFENDITURES IN THE ROSTON SMSA

1964 - 1965
SHEA Central City
Fercent FPatéent Comparative
CaLeiory Far ﬂqpiEE of Total Far ElEita of Tntnl Indgalﬂ

General expenditure z279 1060, 0% SA3L 100, 0% 1.52

Capital cutlay EL] 12.9 &3 10.1 1.23
Education a7 34.7 75 1t.7 .77

Capital outlay 12 4.3 &y 0.9 0.33
Highways 15 5.7 13 3.1 0.82
Walfara =2 13.0 a9 Z1.0 .12
tospital and public health 17 L | 42 B8 2.8
Folice 14 8.7 31 7.3 1.93
Fire protection 14 5.7 23 N L.43
Sewerage G 2.2 4 0.9 a.67
Samitation & 2.2 -] 1.9 1.33
Parks and recreacion ] 2.2 16 3.8 F.67
Housing and renewal Y 19 6.8 -
Libraries F 7 1.4 -
General government 10 3.6 23 Nt .30
Interast B 2.9 1o 2.4 1.25
Dther 40 15.3 55 13.0 2.2B

lf Ratio of per capita data in central city to those for SMBA.
2/ Tocluded in "Ocher" for SMBA,

Spurce:! See Appendix to Chapter II.
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tax abatemencs. Concentrations of tax-exempt property are another problem in suwch
cities as Boston and Chelsea.

A breakdosn of the tax base by type of property is mot available, bur its com-
pasition is reflected In the other economic serfies whigh alse indicate the nature of
the local economic base,

Personal income 18 in 4 sense the ultimate measure of personal abilivy to pay
ag well as a srucial determinant of the demand for public services and an inverse index
of certain needs., 4lchough the variacion is lese than that in any other measure of the
bage, it iz scill relatively grest compared to that in other metropolitan areas. It is
important to conslder personal income as it has a direct bearing on our evaluacion of
the figcal situvation in diffetent commmities. For example, Lezington which has a high
medlan Family income and a relatively low property base has less of a problem than Wil=-
minglon which has about the same propecty base but a far lower incomei and Evereit with
a large industrial tax base but a low income has less difficulty than Morfolk which has
the same income but less than half the property base. The worst problems, of courge,
Are faced by those cities which are low by both measures, such as Boston, Chelsea and
Somerville.

The various measures of the economic base meed not be correlated with ome
anather, i.e., 8 town which is wealthy by one measure may be poor by another. This is
80 both because rowns may speclalize in a particular tvpe of activity and because wealth
of one kind, e.g., commercial property, may be separaced from related ecomomic actiwvi-
ties, e.g., the income and residential propecty of the commercial managers. The varicus
measures of specific activity wvary greatly within the area, depending on the specialty
aof & particular commmity. We find whelesaling at stracegic points on the periphery;
such ag Weedham, Dedham, and Watick and in the central cicy. Manufacturing is focused
in industrial centers along Route 128 1ike Waltham and Framingham. The service industry
is lecated in Bostonm and a Few other cicies. Betailing is the most dispersed, depending
on Local purchasing power as well as on the existence of shopping centers, such as
FPeabidy, Saugus and Framingham. Looking at Boston itself, we find that it is still a
manufacturing, wholesaling, and service center, but that 1t has lost ground in maruefac-
turing and retailing. Oespite recent improvements, it still ranks near the bottom in
taxable property wvalue, in part perhaps because of the presence of much untaxable Land.
As moted earlier, more than G0 percent of all real property in Bostom 48 tax exempt.

Lacal Govermment Expenditures

General ewpenditures per caplta in the Bostom area lie about the natlonal
metropolitan sverage, the Boston area's previous lesd having been narrowed by its less
rapld growth (Table 13), Spending in Boston cemtral city is far above that for the
rest of the area, but subsatantial differences exist smomg the cities and towns (Tables
1% and 15). Two fundamencally different secs of ressems give rise to two different
groups of govermmental expenditure patterns. On the cne hand, we find the central city
and gimilar older, poorer communities which are comfronted with massive welfare problems,
exploding protection demands, and the need for renewal. Om the other hand, the new
smaller towns, wsually at least moderately wealthy, are confronted with massive capital
needs a8 well as demand for high quality public services, especially educatiom. The
central city=suburb dichotomy is merely one view of the contrasting patterns which exist
in the metrepolitan area. At the ome extreme, the City of Boston spemds far move per
capita on welfare programs, public health and hospitals, police protection, parks and
recredblon, general govermment, and special functioms, such as wrban renmswal. The sub=
urbs spend abksolutely more on education, highways, and sewerage--all having large com-
penents of capital outlay.

If we lock in detall at the variatilona in spending patterns amomg the individ-

ual téwns, we see that total outlays per capita vary far less than do those for any
particular function, reflecting the stage of commmity growth or maturity, the diversity

a7



TABLE 15.--INDIVIDUAL LOCAL COVERNMENT
EXFENDITURES IN THE BOSTON 5MBA, 1962

Fercant Fercent
General Tocal Fublic
Expenditures Caplital Percent Fercent Fercent Ha&lth amd Parcenk
—ber Capits  Juplay ~— Education [ighway Helfare _Jospitals Frotescien
Ensex
Beverly 52140 TL £2% T, ] LiE, i TL
Damvers 225 h iz i el 1 &
Hamilcom 234 14 i3 7 13 21 14
Lymne 23 1& k1] 7 18 5 L&
Lynnfield 262 30 51 4§ [ 13 3
Manchester 203 1& 6 11 0 a 16
Marblehesd iz e &5 10 5 1] L
Hiddlaton 53 ¥ 34 16 12 Q ]
Hahant 254 1& &0 7 [ 12 18
Peabady 193 o &y 15 L a ]
Salem 335 & 35 B 7 1] ]
Saupris 178 5 55 7 q 3 5
Swsmpacott 254 7 &5 q T 3 7
Tapafield A4% 12 52 18 5 a 12
Wenihan =0T B 48 11 1 ¥] B
Hiddlegex
Arlingten 154 k| 18 & 18 13 12
Ashlend 53 g 9 & 17 i 14
Badford 171 20 i ] 15 1 1
Halmom = | 13 39 3 14 1 1%
Burlington 215 & T & 10 2 11
Cambridge arn 7 46 12 & 1 10
Conoord 204 3 29 & 23 2 13
Everstt 235 L] a3 ] 15 2 14
Framinghas 296 3 5% [ g 1 ]
Lexington M3 7 38 11 q 1 11
Linsela 183 30 53 g & 0 5
Malden 198 11 61 T 5 3 7
Medford 205 g az 10 7 2 iz
Melroae k)4 k¥ 63 11 4 1 i
Hatick 217 ) 56 T & 1 11
Hewton 192 8 55 B [ 1 ]
Karth Reading 297 18 52 11 3 1 &
Redding 267 b i L] & o B
Somerville 121 7 53 T T 1 13
Stonchan 215 54 ) T 7 o [
Sudbury 203 4 &7 1& 14 1 12
Wakefield P 1o 41 T 1 i | 12
Waltham 410 il 45 1 & i) 7
WaLer town 131 11 &6 11 1z 1 1o
Wayland 7 7 iz T 13 i Liy
Weston 15 20 & pin 2 Q &
WIlningeomn i1 & 50 14 ! 0 10
Winchgaber 251 20 &0 o 8 L 9
Wobuen 2448 11 1.7 1 5 1 11
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TABLE L5 (CONCL'D).==EHDIVIDUAL LOCAL GOVERNMENT
EXPFENDITURES IN THE BOSTON SMmA, 19462

Fercent Percent
General Total Public
Expenditares Capltal Farcant Firoent Furcent Health and Parcant
Fer Caplita futlay  Educabion Highway Welfare Hospitals Frokectiom
ferfolk
Braimtrec 5166 h i} -} 12 ] L2
Brookline 230 L4 57 & 7 2 1
Cankom 310 1z 4 8 1 2 17
Cohanget 60 iy 53 [ a 1 8
D diham 336 & 35 13 g 1] 1%
Dawar 151 1 &3 L B z 13
Helbraak 139 55 (1] 14 z 1] 3
Medfield 17& ] 50 14 13 1 a
Hiltom T A8 59 13 ¥ i 7
Faedham bl i)} T &0 8 5 2 14
Worfolk 30 20 By by 3 10 &
Korsacad 158 ] 52 0 14 1] 10
Quincy 199 10 5% g ) 2 12
Rando Lph 138 28 53 B 13 a 7
Sharon 152 15 43 13 3 1 6
Walpole 221 10 57 8 5§ 2 7
Wellealey 43 -] 35 4 4 1 ]
Wl bwaod 156 10 52 b 3 1 ]
Weymouth 5 25 59 & g 2 ]
Elymcruth
uxbury 2450 ¥ 3g 14 1z ] ii
Hamawer 243 T &5 12 17 1] b
Hinghmm ME 3o &0 b ] 1 1]
Hull 155 19 5 13 ¥ i) 19
Marshfield 365 10 36 12 10 1) 9
Horwell ¥z 45 69 ;) & 1] &
Pembroke i e ] &5 is 1z 1] B
Rockland 191 11 &9 9 15 1) 9
Selicuace 346 24 58 g ] 1 12
Suffelk
Boscon 311 & 1% 3 21 10 15
Chelses 158 & 2h & 25 1 1
Revere 191 1 b 2 11 1 17
Winthrop 17& B al 10 18 2 10
SHEA Mean 155

Source; See Appendix to Chapter 1I.
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of purposes for which the geverrments spend money, and Che general revenue comstraint
which forces them to trade off among potentlal uses of fwnds, Ln line with thelr scage
af growth,

Capital expenditures in general are highese in the rapidly growing aress,
tending to lag somewhat behind the growth in pepulation. The largest expendicures are
for new schools, with highways and sewer constructicm making up the bulk of the remain-
der.  BEeplacement costs In the stable or shrinking older communities temd té be deferred
ag lomg as possible because of more pressing current necds and limited funds, with
sccasional spurkts t3 catch up. This is most visible in the antigquated schoeel Bulldings
of bBoston and some of the surrounding old cities. The least wariable of the important
functions is; of course; cducatidon, for which the basic need is well defined and many of
the basic standards are uniform. The burden on & town depends not only on the age
structure of the population, but also on the degree to which puplls attend private or
parochial schools, Edwcation outlays are lowest in the central part of the S5MSA and dn
gome of the older outlylng citfes, and highest in the wealthy suburbs,

The collection of welfare programs constcitute the nmext largest catcgory of
spending, and, in the case of Bostom and some other hard-pressed cities, the largest one,
ahead even of education. The obvious explanation for the wide wvarlations in spending
amomg communities i the concentration of the various reciplent groups in partlcular
parts of the metropolitan area due to economic and sccial pressures. Casual cbservation
suggests, howewver, that variacions in the performance of the welfare function can be
subsrantial, even given the framework of state standarda and supervision.

Highway spending alee impeses a widely varying burden; in part this view is
amplified by the uneven nature of capital outlays from ome year to the next. This da
reflected in the Fface that the highest per caplea expenditures are in isolated cutlying
suburbs, such as Sudbury, Sherborn, Topsfield, and Manchester, which ave rvapldly opening
up to development. The level of spending generally decreases as we move Eoward the
center, with the established, moderately older communities spending less, and hits bot-
tom in Boston. Expenditures per mile of road obvioualy mowe In & reverse fashion,
because the higher population demsity toward the center permits substancial economies on
4 per capita basis. Nonetheless, we cinnot help ecbserving the sorry state of most of
the central area highway system.

Giwven the increasing public concern with the protection Eunctions, particularly
police, it is interesting to nmote the wide variations in spending for these purposes.
Fer capita outlays are highly correlated wich populatiom density; as a proxy for all the
conditions which lead to g demand for increased protection. The exceptions are the
cogstal resovc commmities, which spend relatively large smounts given thelr modest
populations. It should be noted that in the Bostom SMSA, and in the central city
particularly, spending for both types of procectlon is wery high in comparisom with
slmilar communitles elsewhere. The City of Boston spends 30 percent more per capita
on fire protection than doss Hew York City; at the other extreme, some of the towns
spend wirtually mothing for this purpose.

Racreacional and park facilitles recelve most attention in the larger wealthy
suburbs and In the City of Boston, with most other coomunitles spending wvery liccle.
Public hoapitals exist in only 7 of the 76 vowns and cliles, with the remainder having
tiny public health programs if anything. The heapital eities carry the burden for the
whole area, in general being reimborsed for far less thanm the zosts they incur in pro-
viding services. The vast majority of the SMSA's renmewal and public housing activities
are In the city of Boston, which for L[es slze has one of the largest programa in the
country.
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Sources u; Ell Hewermue

The Boston IS8 Leans more heavily on the propercy lewy to fimamce local govern=
ment vutlayvs than do similar setropolican aress across the United Stetes; with the state
providing 4 somewhat less than average sbare of general fupds (Table l6). Much less use
18 made OfF uSet charged and fees of Other types of Caxes at fhs logal levwel.

General revenues per caplta im the city of Doston are almést 75 percent above
those [oF £he reat of the metropalifan area (Tabla 17). The City receives a Iarger
share of tcs fumds from both the scate and federal govermments than do the surrounding
cominities {Takle E). Tt relies even leéss on the use of charges and fees,; and
recelves a8 smaller portlon of 1ts funds from the property tex. The debf picture 15
virtually idencical; abthough individual communities in the outiying ares have widely
different debt burdens.

Looking At the detailed data for 1962, wi note far greater varlacions among
the towns of the metropolicten ares as to the level of gengral revenuves and the extent of
outsdde Einancing. The use of nonproperty tax revenue sources displays o distinet
digcontinulty, The majority of towns get lese than 7 percent of thelr local funds from
such sources, but & small group receives over (wenty percent. They are mostly ouwtlying
suburbes, guch a8 Lyenlfleld, Buelington, Randolph, and Pesbroke, which depend on focs
for services and special assessments or some capital Improvessnts.

Fissal Effaie

Local revenue per capita L8 & crude messure of the [und-ralslog tssk undertaken
by local governments, lrredpective of thelr onderlying financial ability to ralsge
revenoe,  This measure varies in a fashion similar to that of general expenditouces per
capita, although it ie Ear £rim perfectly correlated; as the role of ocutside funding
differs smong Ehe towmE.

In measuring «ffort, we ouwst choose some index ol abilicy againat which Eo
neasure performance. The fuwo we chopse are local révenus &g a percent of personal in-
come Tecelved by the residents amd the effective property tax rate, corrected for
differences in asscssments {Il.'h-lt 19:4, These measures are partial amd igmore the lssues
of tax incldence, both categorical and gecgraphic.

Feliance on the propercy cax sowrce in the Boston ares L& unvsually beavy amd;
not surprisdngly, it has soms of the highest effective rates Lo the countiy. Ralbes
COVEr & Tafige af dlmost Fodr to one! From Everett, an industrial enclave, to Chelses,
& poor vld stagnant city with moch tox-exempt property. Effective Tates wary less than
pEoperty tax collections per caplta, implying that towns with extremely large and small
L&x bases have 1ow and high rates, tespectively, For example, at Che Area AVeTAge CAX
rate of $3%; Chelwea could have raised 596.50 per capits, Watertown 5208, and Manchester
#3745 thedr actual rates, respectclvely, were: S75.50, £30.%0, and 523,00,

The effecr of & Iarger tax base is two=cdged] 1t permits easier Financing and
may be assoclated with greater demand for high-guality services; on the other hand; Lt
may be correlated with a lesser demand for other programe, such s welfare, public
housing, ard medical care. For the Boston arca, a casual satimate would be that & townm
with twice che rawable capacity per capita of another would apend about 80 percent more,
per capita (an espenditure elasticity of about 0.8}, This mecans that the wealthier
towms spend woTe on balence, other things being equal, bur mot in proporclom oo their
wealth, so their effective tax rabtes cend vo be lower, Thia fact ls borme out by a
Falrly¥ adtromg negative correlation Befween tax rates and tazable value per caplta. The
highest rates are to be found in the central city and in ocher old cities, such a3
Chalses, Malden, and Somerville--all with true rates over £50 per 51,000, The lowest
anes, In addition to Everstl, &fe In Che médest sized, falrly wealthy dutlying suburba
Hike Duwbury; Hanchester; ard Wenboan,
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TAELE 16.--50URCES OF LOCAL GOVEERMERT REVEWUES, 1962

Bank SHSA

Parcent of Genéfal Hevenue from State Afd

1 Baltimore 35.1%
i sam Francisco i8.48
3 BOSTON 6.4
& Denvar 4.8
¥ Hew York 23.6
& Worcaster 23.4
7 St. Louis 15.2
& Hewark 12.3
9 Washington 10.7
Fercent o 4l Revenus ropatcky T
1 BOSTON .3
2 Hewark RO
3 Worcester a0,.2
& Sc. Louls 50,6
3 Denver 0.6
fa Zan Francisco 48.5
7 Hew York 43.8
3 Baltimare i, 3
9 Washingten 0.5
To® CyE her
Taxes (Sales, Jncome, Efe-
1 Washington 20.7
2 Hew York 16.7
3 k. Louls 16,4
& Denver 7ot
5 San Francisco GG
[ Hewark 6.3
7 Baltimare 4.6
B BOSTOH 1.0
] Worcester 0.7
t of L egenue TEES
1 5t. Louis 11.5
2z San Francisca 0.3
3 Worcestar 10.1
4y Hew Tork 10.0
5 Washington 9.4
& Denver 8.9
¥ Baleimore B.0O
& BOSTON 6. B
9 Hewark BE.5

Spurce: See Appendix co Chapter TI.
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TABLE 17.--LOCAL GOVERWMERT SOURCES OF BEVEKUE IHW THE BOSTOR EMSA

19641965
_SHEA Cenkral City

Percent Pereent

Cagegory Par Capita of Total Ber Capita of Toeal

General rewenue 5295 100.0% 5433 L
Aid BB 29.8 16h3 31.6
Btate 75 25.4 123 28.4
Federal 13 LA EYi] 4.2
(%en TEVEOOE 207 .2 267 B2 &
Froperty tax 177 &, 0 230 53.2
Charges and miscellandcus 28 9.5 33 7.6
Other F 4 0.7 4 1.6
Debt ocutstanding 371 104,0 ina Lo, o
Short term only 51 15.9 4B 15.%

Source; See Appendix to Chaprer IT.
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TABLE 18.--20URCES OF REVENUE OF IMOIVIDUAL LOCAL COVERKMENTS
IN THE BOSTOMN SHEa, 1962

E!-IHI

Hevarly
Damwers
Eamd I ten
Lymm
LysmEinld

Homnchas tar
Harklehead
Hiddleton
Eahant
Feabody

Solem
SELEUE
SwampRonELt
Topsfield
Wanham

Hiddlesex

Arlivgton
Aghland
Bedford
Eelmant
burlington

Conbridgs
Concord
Eversti
Freningham
Lexington

Linealn
Halden
Medford
Helrose
Hatlck

Hewton

¥orth Reading
Reading
Somerville
Etoneham

Eudbury
Wakaf Lald
Halcham
Watertom
Wazxlanad

Heatom
Wilmington
Winchester
Wobkarn

Ganeral
Eavenoe

Per Caplta

g2
230
230

211

202
259
&L7

193

LT
Z03
154
13z
LAl

259
253
2E5
194
238

283
2032
218
197
21

Zl6
223
2048

204

283
il
L%
243

218
I
363
il
24

295

i
Pl

136

Dotside Add
Fer Capita

Y
TR
52
&0

EL]
L1
]
TG
15
&3
&7
Yl

2
53

il
63
71

45
a0
i5
5L
ay

|
il
43
&0
42
il
59

&b

43
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TABLE 18 (COMCL'D).--SOURCES OF REVEMUE OF IMDIVIDUAL LOCAL GOVERNHENTS
IN THE BOSTON SMSA, 1562

Norfolk

Braintres
Broakline
Cancon
Cohasset
Dopidham

Darvresr
Holbrook
Medfield
Milcon
Hesdham

Horfolk
Noreood
Quiney
Ramdelph
Sharem

Walpola
Hallesley
Westwood

Heymouth
Elymouth

Duxbury
Handwer
Hinghan
Bull
Marshfimld

Horwell

Pembroke
Reckland
Scituate

ﬁu! !-ﬂl.

Boston
Chelssa
Eevars
Winthrop

SMEA Hean

Sourcer See Appendim to Chapter IT.

GCeneral
Rayeme
Par Capita

5283

250
250
312

225
294
1%4
153
£27

315
154
212
21

£ad
63
262
234

)
i
421
an

250
253
196
12

33
2542
109
176

253
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(uceide Add
Par ElEiI:l

54
&7

56
&0

80
57
84
Th

52
3%

56

B0
39

1

Property Taxzes
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450
H6.4
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TABLE 19.--TAX EFFORT TN BOSTON SHSH

19g2 1964 Percent 1966

Elffeciive 1962 Effective LOGg BEfective

Property Local Property Rate for Property

Tax Bate E:I:fm'ﬂlr Taz Eate Seheols Tax Eats
Essex
Baverly 525,90 158 23000 319.1% 435, %0
Daovers 24.54 7.2 3z.40 40,7 28,00
Hamilten 33.40 %.0 35.50 66 .5 34 BO
Liyom 30440 2.5 3z.30 31.13 37,30
Lyonfiald 5. %0 5.0 28 .60 . 78,00
Manchester 22.0d0 9.5 23,00 45,7 23,00
Marblehaad 22.10 B.1 25,460 42.13 35.5%0
Middleten 36.10 0.3 &L.40 63.3 &5, 50
Eahant .09 .0 3g.10 &41.5 35.00
Peabody 21.10 9.8 24 .40 3B.1 .7
Ealenm 31.00 4.8 35.10 27.3 18.70
Saugua 26,40 7.7 29,30 3.1 1380
Suampreall 253.20 6.3 27.B0 &8.3 4,70
Topsfield 22490 8.7 25.5%0 63.0 0. 50
Wenham 24,50 5.4 26,90 61,3 24,20
Hiddlesex
Arlingban 29 .00 &.8 31.60 3o0.5 33.10
Aahland 32,00 10.2 37.10 as.n 33.20
Bedford 30. 30 8.9 32.90 759.5 29 .50
Belmont 21 .40 7.3 21.40 43.5 22.10
Burlington 2% .50 7.9 32.00 49.5 ar.a0
Cambridge 39,50 &.7 3G 50 27.8 48,80
Concord 38 .00 7.0 .50 58.0 iT.&0
Everebt 18. %0 E.5 [9.10 JL.6 2100
Framingham 29,60 B.1 33.90 5.2 38 .00
Lexington 37.00 .9 15,00 BE.5 43,60
Lincoln 27 .60 9.2 25,80 49.0 2B.90
Malden L, 00 8.4 &5, 90 il.4 E2.B0O
M=dford JE8. 20 5.2 a2.70 m.r 4%, 70
MelTose 26.90 10.8 3.0 21,2 12.00
Hacick 34,50 5.3 3. B0 51.0 28,20
Hewtan 29,50 10.6 27 .80 48.0 15.60
Horth Eeading A0, 50 .9 14,50 R&.2 36, 0
Reading 27.20 7.4 0. 40 44,1 29 .00
Semerville &2 .50 2.2 43.80 23.5 SL.04
Stomcham 27.00 10.3 11.80 4.8 30.70
Sudbuey 33.90 7.8 37.20 52.7 33.60
Wekelleld 20, 30 Bl oL i ST 25,10
Halthan 25,80 2.8 2a.30 33.5 1. &0
FETE] 4 455 27 .40 7.5 28.50 7.2 30, %0
Hayland 53.40 E.3 34.10 51.3 33. 20
Heaton 27.50 B.3 76.90 570 3060
Wilmingeon 34,50 9.0 33.00 6.2 37.00
Winchester 30,40 10,1 28.70 45,7 30,60
Wiburn 3310 6.5 15,00 45.2 36,30
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TABLE 19 (COKCL'D).--TAX EFFORT IK BOSTON SHSA

1962 1964 Fercent 1966

Effactiva Lag2 Effective 1964 Effective

Praparty Lﬂtu]l PrapabELy Rate [oe PEAPRELY

Tax Rakbes Eff-:lrl‘:—"r Tax Hate Schools Tax Hate
Horfolk
raimtres 525 .80 10.6% 533,00 0. O 526 .80
Brookl ime 2554 8.5 20,50 I5.6 28 .30
Cankon 32.10 5.6 33.50 9.6 37.90
Cohasset 6,40 9.3 28. 10 56.0 27 .30
D dham 0. W §.2 22.10 5.3 23.90
Daver 0. 54 8.0 23.10 63.5 25.30
Holbroaok 35,60 6.9 36, 0D .5 312.50
Hedf1eld 3200 7.8 35 .40 47.0 19,50
Mileom 21.60 9.1 2.0 43,3 12.00
Keedham 22.80 6.l 23. 50 52.7 25 .00
Rarfolk 4. 30 4.8 27.590 B, 5 31440
Horwosd 25,140 7alk 27.50 04,5 27 .00
Juincy 28,0 1.9 31,00 9.0 4,90
Randalph 32,30 10. 5 41. 0 4.6 39.80
Eharen 33,440 4.6 38.50 55.3 3B .40
Walpole 2700 0.3 28 .90 .0 17 .80
Wellealey 20, B 5.8 3.0 8.0 5. 10
Wasbuoad 25.00 4.1 8. 60 il .0 32 .40
Weymaath 22,60 B4 24, 10 &B .2 5.6
Elymouth
Duxbuary 12.84 .4 Z1.80 .0 12,29
Hamover 35.30 9.7 35.30 7.6 X8, 00
Hingham 33,00 8.1 35.00 8.0 17 .40
Bull &O. 20 11,6 &ty 0D 3.7 42, Tl
Harahfield L 11.1 45 .80 38.5 dl . O
Korwall 27.60 11.4 31. 50 51.1% 32.50
Fembroke 35. 00 14.8 42, 0 3.2 33,90
HBacklamd 35,00 9.1 42,00 g 19 00
Scicoate 32,00 11.6& 33,310 45.0 33.70
Suffels
BoaCon 61 .40 12.4 51 .40 25.3 G090
Chelsea 70,50 a.8 BL.40 .2 %50
Revere 149,50 0.3 A7 .80 3587 4% .90
Winthrop 32,60 & 5 29 40 ah .7 30,10
Hean 33, 6 E.7 3285 45,3 3, M

L/ Measuréd as locolly ralged goveroemnt Tewenue 0s percent of personal income received by
ragldenta.

Sauree!  Sea Appendix to Chapter IT.
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Laevking Just ar the school tax rate, we Find a similar range, with the average
being 45 percent of the total local tax rate. Those towns In which the school tax rate
is a large fractlen of cthe tocal rafe tend to be ones with a low overall rate and vice
wversa, Thia is true becspuse in gemeral the high tax rate towns are those which are
relatively poor and are called on for many other services which competse with educatiom
for the limited funds avallable, wheress the low tax race towns are relatively well-off
and spend mainly on education. The diflerence ie go large that the absolute school rate
is actually lewer in thosze cicies which have a higher overall rate.

The personal income measure of local effort varies considerably less. This
underscores the imporcance of family income as a determinant of local govermment spend-
ing. The picture of extreme behavior is somewhat different. Boston and other old
cfeies atill 1ies at the high end of tha spactrum of ln-c.u;]‘.}_:,.' ralgsd fevenue as a percent
of peraomal income of residents, jolned by some of the small outlying suburbs with large
-ta.p-!.lu.l needs and currently fairly low family incomes, such as Bull, Worwell, and Pem=
broke. The lowest figures of reverus in relation to persomal income are in the large
wealthy balanced suburbs like Newton, Wellesley, and Winchester. A similar imverse
correlation is observed between this measure and the level of family income, implying
that the £iscal burden is relacively lighter in the high income commumities deapite
thelr absolutely large per capita expenditures.

EDLE |:r§ I‘_'h.i EtnE!

The state has an impact on local fiscal patterns both through the provision of
financial assistamce and through direct assmption of service respotisibilities, and this
role in Massachusetts is now expanding. In general sctate ald in Hassachusetts has been
about the national average on a per capita basis and as & share of total revenues. In
many cases, state aid slighes the needs of poor towns and demsely populated clcies. The
state has given mich of {ts sssistance in general form rather than tles te specific
progerams (Table 200, Drect participation has been relatively limited. The situation
has changed radically in the past wvear with the passage of a state sales tax and an
overhaul of the ald programa. OUnder a newly passed law, the state will take owver reapon:
sibility For local welfare programs; the required sesns of filnancing has not yet been
determined, however.

The impact of dirgct state actiwvity is greatest in the highway program, with
the major beneficiaries, in a relative sense, being the smaller outlying tewms. BState
public health and hospital programs lessen local responsibility somewhat in those func=
tioms, but the needs are so great relative te existing programs that the remaining
burden iz subscancial, falling primarily on a small handful of the larger cities,
particularly Boscon.

The big financial asglstance programs in terms of funding are those for educa=
tiom, welfare, highways and the general distributions from state-collected taxes.

The major educational program 18 the so-called Chapter 70 aid which was revised
with the passage of the sales tax and {8 atill subject to change. The new formula pro-
wides a sliding share of acceptable education expenditures (e=cluding specifically alded
functions and federal Funds received) om a par-pupll basis {not merely public schosl).
The =liding scale L& cut off ac 15 amd 75 percent of expenditures, and the expendliture
base ls limited to batwesn 80 gnd 110 percenmt of the statewide average of such
expenditures. ELghty percent of the collections under the sales tax are used to finamce
this, and In case of a shortfall each fown receives a pro rata share. An amendment Was
proposed ve agsure that each tosm recelved at least a 15 percent increase in ald ever
the exisclng program; this amendment was defeated and 15 being reaffered.

The formula is a substantial Improvenent over the old one, partieularly in che
subatitucion of up=to=date wvaluatiom Figures for the anclque cmes previously in use,
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TABLE 20.--RELATIVE FINAHCIAL ROLE OF STATE AND LOCAL GOVERNHENT
I¥ MASSACHUSETIS (ALL LOCAL GIVERNMENTS), 1962

Spent
Tatal Fionanced State Aid Divectly
Dollar General by Local to Local by Stace
REank Function %ram!iﬂr!l Government Government Government
millions)
1 Local education S401.7 S606.3 - 4 =
X Highways 8.2 83.7 B.3 H157.0
3 Welfare 0l.6 0.5 143.0 18.1
& Hospicals 143.6 51.58 - 52.0
5 Folice protection 4.9 68.49 - 6.0
b Fire protectiom 70.2 0.2 - -
T Interest on debt BY.E 33.1 - 37.7
B Housing and redevelopment 47 4 4.2 4.7 0.5
& General construction 4.2 31.8 0.3 10.1
1o Higher education 13.6 0.3 - 33.3
11 Financial admimistracion 33.4 18.0 - 1%.4
1z Sewers .9 27.% - -
13 Cortection 6.6 7.5 - 19,3
L4 Sanitatkiom 23.7 23,7 - -
15 Parks and recreation 221.B 22.8 - =
L& Health 2.4 10.9 0.3 11.2
17y Libraries if.9 16.2 1.2 0.5
184 Unemployment adninistration 14,6 - - l4.b
1% Fublic buildings 1.3 11.3 - 1.0
0 Other education 11.7 - - 11.7
i Airpores 11.4 1.4 1.1 B.9
2z Hatural resources 10.1 0.8 = G.5
3 Seapores {water t:r:lln.u.],l} 7.9 0.1 - 7.8
Y Parking 1.1 3.1 = =
Other 11%:.5 15.3 - Ay 2
Ganeral aid - - Q0.6 -
Total 1,783.0L/  1,066.4 126.9 500.8

1/ Adjusted to aveid double=counting.

Souree: See Appendix to Chapter IT.
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but £t still contains biases against the wery poor towns, those which spend a great deal
om gducation, and those where few children are in parschial schoal,

The school building assistance program has been ome of the best run, buc wnfor-
tunately was administered completely outside the Department ¢f Education. It contains
only a limited redistributison formuila and is based on a rather restricelve set of
standards. It did contain an incentive for regiomal school districts, which at the
moment has been removed.,

There are myriad other apecific programs of varying importamce, Transportation
ald wag ser up 50 as to provide opothing to cicles, although this is being altered. The
sehool lunch program and payment of teacher pension contributions by the state are tha
two other large Elows. The state has recently used its educatiomal ald a8 a lever to
obtain some measure of progress with the problems of racial segregation and imbalance.

Until the tecent passage of the new law {not yet Ilmplemented), vesting direc-
tion of che welfare programs in che stace, the welfare programs in Massachusetts were
locally rum aad partially state subsidized. The poor cities tended to recelwe too
little in relation to their needs, and standarde wvaried across the state. The so=called

0ld Age Tax om meals was distributed to the towns, nominally te help finance prograns
For the aged.

The principal highway programe are Chapter 90, aid for small cewms, and the
special projects funds. A1l are biased against densely populated areas and those with
bigh per mile costs.

The state has a diversicy of housing aselstance programs, now in the process of
evolution, which should be a help to the hard pressed cities. In addition, there s a
supplementary urban renewal and industrial redevelopment progrem.

The ndrmal corporate income tax is partly distributed to the towns in repayment
for a machinery excise tax abolished in 1%35. The wvalwvatloms of that year are atlll
used as the basis for distributilon; with obvious gross distoertion. The old industrial
centers do obviously bémafit under this arrangement.

The balance of the normal income tax, after deduccion of some of che educa-
tien programs. has been distributed to the towns on the basis of their valuatiom, L.s.,
the wealthler the town, the more 1t got. The perverslty of this distribution was
enhanced by the fact that the wvaluation basis was a mixture of onme from L3945 and one
from 19631, From now op, &ll of the income tax ia to be pald Ioee a Local Ald Fund,
from which rvegular prograss will be Einanced. The balance will comtinue to be distri-
buted as before srill weing the old valuations. This is in part to assure that the
state does ot again fall into the serious arrearage of the past few years when it
gurrepticiously "borrowed" some 550 milliom from the towns by failing to pay aid which
was due them,

all of the recent changes in the afid programs have been Lor the better, and all
that can be said [a chat serfious problems remain. The total amount of aid has been
ineressed substantially and on balance it will be more equitably distriboted. The
impact of the chamges has just been felr in the past Fiscal year, so it iz too early for
definitive remarks. True tax races have on the average increased very little as com-
trasted with an average growth af 4 percent per year previoualy. However, the same
degree of disparity smomg towns in the Beoston metropolitan arvea comtinues to ewdst. I
wauld appear on balamce that all the programs taken together do reduce somewhat the
wariations in local govermment revenwe and sxpenditurs which would exist in their
absence, bat this seems to be largely the effect of the welfare programs. If we look at
simple per capita measures of locally raised revenue, the present programs actually
increase the disparity slightly. e would have to conclode that the state programs 4o
little to reduce disparities or to encourage interlocal cooperatiom.
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The Fedoral Role

It 18 extremely difficult to assess the federal impact in the BosLon area,
becavge 0f the rapid changes taking place., Fedeoral ald recelved directly by the arca
rosg from about 4B million in 1962 to 560 million in 1965, Far above the average
metropolitan area on a per capita basis. In addition to defense-impacced area aid, mosg
0f the earlier funds were for housing and renewal, obviously beneficial to the central
city and old commmities. Chanoeled through the state were the monies for che cavegori=
cal welfare, school milk and lunch, wocational education, and educational equipment
programs. MNow the whele heat of new federal programs for urban areas are becoming
operative; perhaps mest important are Medlcare and the basic education aid programs.

Readily avallable evidence om established programs indicates a beneficial impact
oft the psorer clties and those with especially severe problems. Boeston in particular
has taken great advantage of the renewal and housing funds, and the area abounds with
projects. The welfare and Medicare programs ease the burden of those functlons, which
has been unequally discributed. Educational funds are welcomed everywhere, and a gub-
atantlal pertion are Einding their way to needy communities. The greatest difficulty
Ties with the smaller poor towns which lack che knowledge amnd expertize necesseTy to
keep up with federal programs and take advantage of them, Besten, with about one quarter
af the area"s population, garnered almost two-thirds of the directly divectly proffered
ald funde in 1965. The impact of the highway program, and the relative pauvcity of money
for transit; distorted tramsportation planning. There has been unusual lack of coopera=
tion among the state and local goverrments with regard to planning in general. Poverty
funds are finding thelr way into varlous agencies and activities, largely in Boston
itself; the magnitude and persistence of the effects cannot yet be judged. Many of Che
undertakings involve ameliorating racial problems: obtaining houwsing for Hegroes in
all-white communities, for example, and bussing to the suburbs of Hegro school children.

In summary, we might say that federal monies have generally gone for much needed
purpesed, tut there has been Little suwecess thus far in encéouraging melropolitan-uide
approaches to problems. Although planning now abounds in many agencies with a differing
gecgraphic and functicpal scope, there i little enough cooperation among them with
tespect to planning, let alone actual undertakings.

Iﬂ!zﬂﬂh‘!i‘l‘ﬂ-&ht-ﬂ.l Copperation and Agteementis

In the Metropolitan District Commission, the Boston arca has one of the oldest
independent special public service districts in the country. Its primary purposes are
to provide water and sewer facilities to its member towns; it also provides some roads,
police services, and recreational facilicies. The Distriet 18 & creature of the state,
Tepds an independent existence from 1Cs member towns, and 18 In many inSCances UNTespon=
give o Ltheir wishes. It Ls generally noted for efficlency of operations and alse for
éxtrefie resistance to change, whether functional or gecgraphic. The principal criticism
ig that it has not expanded to mest new challenmges, nor has 1t been a leader in the
metropdlitan commanity. Im 1362, it spent some 532 million for the cperation and com=-
struction of facildties; this was [inanced by wser charges, such as water, remtal of
some facllitles, and assessments levied by the state against the member towms. Within
the acope of ltes activity the District has been an efficient provider of those services
with abylous spillover effeces, and has benefitted from substantial ecomomies of scale.
Tts planning and mansgement technigues have been praiseworthy, but vncoordinated with
those of other bodies.

The Massachusctbts Bay Transit Authoricy, formerly the Metropolitan Tramsit
Authoricy {and before that the privately operated Bostom Elevated Railway Company), tech=
nically administered by an independent Boston Metropolitan District, is responsibkle for
public translt im the greater Bostom area. Ibs history has been more colorful and less
certain than that of the Metropolicen Distrisc Commisgion. WUnmtil recently, its auwthority
was Limited to a relatively small mmber of central communities which made up icas
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regular deficics and paid off cutstanding debt through specizl assessments levied by the
state. Its expanded membership more nearly corresponds to the arsa corrently served, anc
that to be served when long dormant expansion plans are implemsmted. A messive master
transportation plan has been drawn up, unfortunately met with the cooperacion of the
Department of Public Works, which calls for substamcial, long overdus expanslion and
modernization of the system.

Ho other multi-member special public service district of consequence exists in
the Boston area. There are state bodies, such as che Massachusetis Turnpike Authoricy,
which operates the tumplke extension running inte Bestom; the Porc Suthoricy, & semi=-
comeercial agency which ¢perates certain port facilities in Boston; and some dependent
town and ity adwthorities, such a8 the Boston Parking Authority, which operates the
municipal garages.

The other important ingtance of interlocal cooperation is Eound in the regiosnal
schosl districts, which operate seven academic and four wvocational schools partly or
wholly in the Boston metmopolitan area. Expanslon of this program was fostered by the
School Building Assistance Committes through advice and the provision of added [inancial
incentdves. The schools are pupported by che member communities osut of their propercy
taxes &nd state foundation ald receipts, with the burden usually apportioned on a per
gtudent baszis., As would be expected, the academic reglomal schools, all high or juniler
high, are located in the smaller towns near the periphery of the area. The wocational
ones are located closer to the center and cover a wilder membership.

There are a limited mmber of interlocal agreements, wore or less formal and
aperative, covering tuition-paying students, Eire department cooperation, snd garbage
digpogal; but the potential for cooperation is largely unexploibed. Little use is made
Gf fees Or services charges as in a Lakewood-type plam, or of special asscssments or
capital projects with substantial spillower benefits. In particular, those cities
which operate public hospitals are Lleft paying an imordinately large share of the bills
for nom-residents, and privace hospicals are wmiversally left bearing some of the medl-
cal welfare burden, This sitvacion will undoubtedly be improved through the cperation
of Hedicare, particularly the Title XIX program, but sufficient dats are oot yeb avall-
able to permit assessment of the situatiom.

The county system merits brief attention. These vestigial bodies provide mainl
correctional imstitutions, some judicial functioms, amd a tuberculosis hospital. They
are finamced by property levies assessed by the state. Suffolk County no longer exlsts
a8 an entity, having been absorbed by the Cicy of Boston.

‘.I'T:|E Future

The future of Boston Metropoliten Ares communitles can best be assessed In
therms of commmity types and stages of development. A8 4 particular entity moves
through time from semirural willage to distant suburban resldence, to exploding suburh,
to balanced city and beyond, it ls confronted with many of the seme challenges that
others have faced before it and srill others will comfront In the future. Each has its
own personalicy, and, more ilmportant, the state smd federal envirorment in which i
exists will change over time, Honetheless, there are substantfal similarities in the
expariences of local goverement which permit us to make some educated guesses about the
future. The most difficult progmosia is that for the central Ciey of Boston, whose
potential for economic wiability will require drastic fiscal measures, at the merro-
politan, state and national levels, to redress flscal dnequities,

The objective problems which are likely to comfront each group of communities
in the future are not hard to foretell from looking at towms which are just one step
ahead in the development process at the moment. This procesas can be resadily correlated
with the sxpected cutward shift of manufacturing and trade acciviey, and residence loca=
tiom, from central core citfes, with the projected cne-third increase inm population and
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emplovment in the Boston Metropolivan Area over the next quarter century, What is needed
is the more effective mobilization of rescurces, which means getting substantially more
active cooperation amomg local govermments, plus greacer afid C[rom the state and federal
gaverrment .

The general disgparities in expenditures are not likely to change radically.
Hewly developi.g commmities will be faced with a rapld growth from their old levels of
spending; presently growing ones will mature, and some will grow old. Thers may be
gome lessening of disparities in particular Functions due to the avallability of
increased aid funds, as in educatiom. Inéreased awareness of what is geing on elsevhere
and greater demands for services may alse play a role. Uniform state and federal stan=
dards may have some effect. But it should be noted that the Cicy of Hew York, which Ls
in some sense the paragon in loeal govermment finance, continues to increase its total
apending by siz percent every year, with its varicus surrounding gevernments following
through their stages of developwent, and owerall disparities there have not diminished,

As peomomdc growth spreads across the area, and households shift to higher
income levels, there may be some lessening of disparities. The changing, upgraded
gconamic structure of the area has iowvolved a process of sconmomic integration, but com-
munity specialization iz likely to persist. As long as the area is fragmented Into iso-
lated goverment decislon-making units, some will be rich and some poor no matter what
policies are followed.

The increased Elow of aid and its conscious direction may, howewver, lessen the
wvariations observed in the local tax burdem, although such movement is not yet apparent.
Particularly the state ald programs need revision in the distribetion formolag, and ways
must be found to cut through federal red tape to make It easler for poor, small towns to
get asslstance and to assure opportunities for experimentation rather than conformity to
narrow standards. Tt will take active participation by the state, and perhaps federal
authorities, to improve the local revenue structure. Every effort should be made o
agaure uniform, full-=value asgesaing of property on a regular basis. Special exemptions
should ke elimimated in favor of cutright sobsidies ¢r grants where the purpose is
deemed worthy. Touns should be stromgly encouraged to make far greater use of user
chatrges and special assessments both for the added reverue they will generate and to
assure a mare equitable disgribution of the burdem to those who benefit from specific
govermment activitles. These charges should be based on actual costs and kept up o
date, This applizs both to direct dealings with citizens and thoese cases where services
are provided ©o another local govermment.

The judicial system and correctional inseltutions now operated by the coumties
should be transferred to the state and the county goverrments abolished. The state
should assure, in conjunction with the appropriate federal activities, that no town or
city bears an undue burden of medical welfare ewpenses and that the financing 1s spread
over the area benefiting from the presence of the institution. The state should bring
appropriate pressures to bear to incresse the memberahip of the Metropolitan Discriet
Commission, to bring about greater cooperabion with appropriate jurisdictisns, and make
it more responsive to che needs of fte members. Similarly, the Massachusetts Bay Tran=-
sit Authoricy should be encouraged to move forward, and some substantial messure of coop=
eration brought about with the Department of Public Works om comprehensive transporta-
tion planning.

The state must actively promote both effective plamming and actusl operations
on 4 wider-than-single-town basis. In one case, this may mean tuo DoWwne cooperating
on garbage disposal, in another, an area-wide pollution control discrict. This may mean
merely conmfractual arrangements, joint spomsorship, a new intermediate-level governmant
unic, or, Elven the compactness of the state, direct supervisiom by the state itself.
There are further opportunities for reglonal schools, particularly for provision of spe-
clal education, and, for some goals, region-wide cooperatiom is necessary. Specilalized
police and fire services might be reglonally provided. Garbage and sewage disposal
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demand regional action, Transpoertation of all kinds mast be coordinaced among the local
govermments in the region,

At @ higher level the federal govermment will inevicably be involved with many
af the same issues. OCilven ity distance from the details of Ehe ‘p!l‘l‘.itul!r gltuation,
its tole will be more that of funding rather than intervening, but it must still prowide

guldance. In particular, it must press for a regional and metropolitan area approach
Lo problens .
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I11. FACTORS AFFECTING INTERGOVERMMENTAL DISPARITIES, THEIR
FROSFECTS, AWD POTENTIAL LINES FOR REMEDIAL ACTION

The intercommmity fiscal disparities of the Boston Mettopolican Area, ana-
lyzed abowe. reflect conflicting roles of aggravation and amelioration by the various
levels of government--state, regienal, local, federal., Without drastic remedlal
action, these factors are likely to remain operative in the context of expected growth
in Boston Metropolitan Area populatiom and employment,
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At the state level, the wvarious revenue sharing forsulae contribute to the £ia-
cal capacity of cities and fowns, but the formulas for distribution temd to aggravate
disparities and provide insufficient aid te the poorer, older communities. The state
distribution of income and sales tax proceeds, determined by the population and property
tax base, favors the wealthier commumities. School aid L2 biased against Boston central
clty, despite 1ts needs, because of its smaller proportion of school apge populatiom. The
state-imposed debt limit for commnities, geared to the property tax base, limits the
financing capacity of the older, poorer communities. State highway ald favors rural
communities. State lew emcourages the comsolidacion of rural schosl disteicts. Massa=
chusetts has ploneered inm cpen-accupancy legislaciom for housing, but the Roxbury ghetto
has not been changed.

Regiomal agencies for the provisien of public services have been limited in
their scope of operations, bub represent a beginning in regilonal plamming. The juris=-
diction of the Metropolitan District Commission, covering &7 cities and towns, is ingul=
ficient for t.-ndap': Baston Matropolitan Area with fts TB cilties and towns. TeEs financing
formula puts & burden on the cémtral core commmities. The Massachusetts Bay Transporta-
tion Authority traditional deficit is borne largely by the 14 core communities, out of
tha 78 clties and towns served. This public tramsit agency 1s an inadequate substitute
for the full transportaticn plamming needed.

Local government policies are a primeipal source of ageravation of intergovern-
mental disparities. With property taxes the principal scurce of local goverrment reve=
nue, ¢icies and towns engage in a tug of war o capture commercial and induscrial encer-
prlses. EBraintree, for example, in the space of eight vears, has increased ite tax base
by 513 million largely by encouraging companies to move out of Bostom and other core
commmities. Large lot zoning in some suburban communities limits the mobility of low
income core community families. Urban developmenmt funds have not besn osed to lindt
disparicties.

Some agpects of federal govermment policy aggravate inter-community disparities
and negate efforts at regional plamming. The federal government, for the most part,
deals with individual commmities rather than metropolitan or regiconal planning agencies
--as in the case of houwsing. Federal government activities In housing disfaver mortage
insurance for central core commmities, enciuraging suburban growth.

Froperty tax exemption for govermment, religious and other nonprofic institu-
tions works against the tax base of Boston cemtral city, which houses a disproportiomate
share of these institutioms by wirtwue of history, central city functiom, and the loca=
tion of charitable institutioms to service poor families which live im central city.

Very substantial expansion of federal and stace aid, and effective regiomal
and metropolitan planming, would be needed to offsetb these causes of intercommunity Eis-
¢al disparities, BSkate or regiomal comtrol ower suburban land use would help, but this
is hardly likely with the tradition of local govermment sutonomy. HNew sources of reve-
nue and mew methods for their discribucion would e Tequired.

Remedlal actions might fnclude modification of the local power of zoning,
changes in tax legielation and methods of revenue dlstribution, and a more rapid build-
up of functions and regources for existing and new reglonal planning agencies. The most
lmportant remedial actiom, however, would be expanded ald by the federal and state
governments , on o general basis as well as tied in with specific programs which bulk
large in the older core commmity expenditute bodgets.
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Plscal Disparities in the
BUFFALD , NEW YOEE
Hetropolitan Area

Excarpts from a Report by
Sgymaur Backs
Syracuge Tniversity, Syracuse

Central Outside
— HMalor Fiscal Dispavities, U963 = GQigy = Centra] City
Par capita State and Federval aid § 94 5123
Per capiea revenuws from taxes 1 179
Per capita educational expenditure Th 157
Per capita noneducaticnal expenditure 1% 144
Total estimated population, 19646 (thousands) 505 a13

Inm Mew York State half of the residents cutside Hew York City
live im unimcorporated arcas, served by a maze of gpecial districts that
perfomm vast numbers of functlens, thus telieving the pressure found
eleewhere in the Taited Scares to fncorporate municlpalities.

The two-county Buffale 5MSA is, accordingly, extremely complex.
It is diwvided into the central city and 8 number of smaller cities or
towns, The latter, ln turn, contain Both ineorporated villages amd unin-
corporated areas. Services cam be provided co che unincorporated areas
by county government, county special districe, town goveroment, town
special district, a school district or other special authority.

alchough Buffale suffered a sharp decline in mapufacturing em=
ployment and retail sales, it resembles its surcounding areas in many
ways. Ipdeed, there ame greater disparities in tax rates and income lew=-
els, for example, among the cosmupities outside the central city than be-
tween Buffalo and its outskirts. The recipients of the greatest State
aid to education are the poor rural commnities; and the central city,
despite its concentration of lower fpcome citizens, recelves almost as
lietle afid, per papil, as the wealthy suburbs.
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« = » Substantive govermmental organization in the United States is basically
estabhlished by the State, but there is the addicicnal possibility that it may be medified
by sach local goverrments as the county or the town. In the Buffalo area intercounty
differences in the mmber of functions; and the county distribution of county collected
tax revenuas both intensify and micigate cheerved disparities.

In the Buffalo area it was shown that apart from the central city, most of the
populatien lives in, apd most of the recent growch has taken place in, unincorporated
areas. This means that a restrictlon of che analyals to municipally geverned aress wewld
exclude a conslderable portion of the populatlon and would be misleading. Further, the
principal differences are not among municipalicies, but among these areas which, for the
purposés of Ehe Anadlysis, were called the "towm ocutside the village." Moreover, it is
in this context that the great development of special districts has ocecurted, and where
there is a multiplicity of overlying governmments, each with its own characteristics--so-
cial, economic and fiscal, i.e., tax base and tax effort--which give rise to the ochserved
digparities. The school districts, assuming that the dependent Buffale school district
can be treated in the same manner &3 the other swch distrlets, ars independent and not
usually cotermincus with tewn, village or even county boundaries.

In terms of cthe traditiopngl and subscantive EI:I'UE!.‘I:I:IEII'II:E'!. arganizaclion, che twa-
county Huffals SMSA contains none of the dramatic contrasts L[n soclal of economic charae-
teristics evident in other metropolitan areas. Further, it should be nobted cthat these do
not even emerge on an imdividual census tract basis. {mly two census tracts had median
family incomes cwver $10,000 in the entire metropolitan area, these being $11,550 and
511,792, both in the wnincorporated portion of the btown of Amherst. The basiec picture
is thus one of homogeneity throughout the entire area. Differences exist, of course; bat
they are not striking except for the facters of racial makeup of population and age of
hiousing stock, in both of which the central cicy differs considerably from its environs.

The percinent questions are: “Which gevermments are responsible for the pervfor-
manee of the various functions? Which are responsible for thede financing?" Thus, it is
quite evident that the system of state aid and the county distribution of sales tax teve-
nues have had a profound effect on the jorisdictioms located in the Erie County portion
of the Buffalos Standard Metropolitan Statistical Area. They operate in a4 manner which,
one mlght say, 18 equitable fo suburban and rural portioms of the area. The poorer ju-
rigdictions receive relacively greater amounts frem the state in genaral and £rom the
county than de thelr richer suburban neighbors. The sxceptions are gensrally explained
by special circumstances.

The basic problem emerges from the comparison of the suburban and roral portiens
of the metropolitan area to the central city. Here, & series of factows operate which
make the overall werking of the syster much more questicnable. First, it should be noted
that Buffale and other incorporated areas operace umder 4 wvery restrictive set of tax and
debt limits. This is especially true of the City of Buffalo. The suburban areas appear
to have & system which makes thelr tax base accessible. This ig evident by the ability
af the unincorpotated areas to provide local govermment services. The special district
operates to make the demand effective. A& similar situstion exists in the case of aduca-
tion. The state aid formula has been kind bto Che suburban aress in which there have baan
inordinataly high transportation costs cavsed by state-induced centralizatiom. In gquan=
titative torms, up to the present there is no major recognition of the special problems
of the central city. The introduction of a "demsicy corpectlon” has had a minor effect
on the telative share of aid receiwved by the City af Baffals.

The discugsion of education la, of course, central to the problem mot only of
poverty, but of local gowvernmment finances. The City of Bnffals may eventually undercaka
an artificial division of fits school district as was done in New York City on a4 <ounty
basis. Further, it appears that a more accessible and responsive cax bape, such as in-
come, might help the central city. This has been puggested by membars of the community
ag well as by others.
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As 1s quite evident, not only does Buffals appear on the low end of the speccrum
Ie TEE pee capita standardized valuarion, bot it appears ©o have & concenmcration of tha
poor and disadvanctaged. The concentration of tha disadvantaged has been -&I:l:ﬂﬂi!ﬂ.'l'LllE'd- by
recent declines inm ite cax base. Omly the sharp dacline in population has improwved ite
per capita base, but that iz one of che poorest ways of solving the problem. Stake leg-
islation withdrawing railroad propercies from the cax rolls has played a major reole in
thege déclines. These factors place [atensd prassure on the elty govermment which, in
the case of Buffalo, also supports the schools. This pressure is reflected by the fact
that the city has been wvery close to Lts tax limie, while providing the Lowest cost of
education of any of the school districts providing education in the BufEale Standard Maet-
ropolitan Statistical Area.

Improved economic activity during the lase few years has not esabled the City of
Buffale bte provide more adequate services to iEs enlarged disadvantaged population, Hegro
and athersise,. The clue to the problem is in the inaccessibdlity of the central ciey Lo
resdgurces, as well as the depression oriented approach to local government finances. In
the case of the City of Puifalo, 6B percemt of its property tax goes to noneducatiomal
purposes. In no other case in the 8M8A is the ampunt equal te 50 percent of the property
tax and im many cases the figures are less than 0 percent.

The move to asgpburbia hes been subsidized by the national govermment, which has
undeTwritten the Insured housing Ioans; by the State; and to & varying extent by Che
county government in their provieion of & basic highway network which makes the various
portions of the outlying area accessible to othert ateas, 4as well as to the central ciky.

In Hew Tork the State aid program has provided resources for the bulilding and
operation of that most important sector of the local public economy, elementary and pec=
ondary education, The New York Scate system is adequate in mitigating disparities in
resources and needs outside the central cities. It mighe, im facc, be more than ade-
quate.

All told, the prognoesis is relatively bright for most of the Buffalo area. The
ewceptions exiscing outzide the cicies can be dealt wirh frem local respurces supplemen-
ted by the existing sveten of state aid and, in Erie Coumty, by the distribution of cthe
County salas tax,  Even changes in functional responsibility, such as police; from the
localicies to the county would not place an undue burden om the inhabitants of the out-
lying areas. Individual area problems will continue co be solved on the basis of local
iniecfative and ingemuity.

Ro auch prognosis is puﬁuibl& for the City of Buffalo. The decline in populas=
cion has not been associated with any decline in local demands; in Fact it has been assos
clabed with an increéase, most dramatically in educatiom, whers public school enarollment
rofe significantly. PFurther, the pressures om local salary levels will comtinue to be
very clear-cut in the City of Buffalo. Hore imaginative approaches than have character-
ized the past will have to be undertaken, But these must claarly lavelwe the skate gaw-
ermment, and for Buffalo as waell as other major cities, the Federal Govermment.
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Figcal Disparitdes in the

PATEREON-CLIFTON-PASSAIC AXD JERSEY CITY, WEW JERSEY
Hetropalitan Area

Excerpts from a4 Report by
Morris Back
Rutgers Universicy, Newark

Central Outside
— Hajor Fiscal Dispprities, 1267% _Cigy = Ceoteal City
Per capita State and Federal aid & 38 § 24
Per capita revenus from taxes 177 185
Per capita educatlonal expenditure 7o 101
FPer capita noneducational expenditure 152 108
Total estimated population, 196& (thousands) 283 288

Those twe Hew Jersey metropolitan areas lie actoss the wery mid-
point of the coming Boston=te-Washington megalopolis. Densely sectled, a
hoven for immigration from the south as wall as abroad, they exhibit the
classic patteens of cicy-suburk dispavities. Because the State shares
wvery little responeibility for financing public services, the burden of
public welfare falls with wiwsgwal severity on the municipalities, and in-
side and putside the ceptral cities are some of the highest effective
property tax rates in the nation: In the central eity of Jersey Cicy the
rate on real estate for 1967 was 5.35 percent of full value; in Hobolbien ,
alss in the Jersey Clty SMSA, the vate was B.07 percent!

* Fatarson=Clifton-Passaic only; daca are not available for Jecsey
CLEy. '
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The Setting

The State-local-fiscal aysiem of Hew Jersey

« o« - Attencion ig directed to chose Features of the Hew Jersey Eiscal strue-
ture which aggravate the disparities within metropolican areas: heavy emphasis on local,
rather than state level, financing of publi: services; the preeninence of property taxa-
tion at the local level, combined with unwillingness eo permit cities to levy nomproperty
taxes; the fallure, prier to 1966, to employ a4 broad based revenue source at the state
lavael of government; and the relatively low level of state aid to local governmentc.

A Eew astatistics will illustrate the problem. Im 1964-65 the state gowvern-
ment's share of state and local tawes was 29.% percent--lowest among the 50 states. In
the average state the shareg was 50.7 percent. The property tax component of New Jarsay
general revenue in 1%64-65 was second only to MNebraska's, and has often Im Tecent years
been highest in the nation. In 1962 state ald aceounted for 13.1 percent of logal ex-
penditures im Wew Jersey=-=-less than halfl the natlowwide average of 27.3 percent.

Has the fiscal gutlook in Hew Jersey been significantly altered by the general
sales tax adopted in 19667 Because of numerous exemptions to the sales tax base, the
Eirst wvear's yield of the sales tax will add a mere L0 percent to the combined state-
local tax collectlons and somewhat less to total gemeral revenwe, Coming 30 years aftar
the first attempt to enact & sales tax and on top of a huge backlog of deferred demand,
the sales tax ez presencly consticuted in Mew Jersey s not likely co solve the fiscal
preblems of scate o lecal goveroment.

Because id Jersey aasigns (o docal government the @afor responstbibiey for £i-
nanclng public services, the tax differential between jurisdictions in a glven metro-
politan area iz ofren severe. For example, the 1967 cax rate on real property in the
City of Hewark is estimated at 6.62 percent; in the rest ofF the Newark 5MSA the rate
will average 3,25 percentc,

The concentratiom of welfare costs produces still another disparity. Public
welfare expenditures in 1965 smounted to $32.37 per capita in the City of Hewark, and
510.25 per capita outside the City (but within the three-county Hewark SMSA). These
figures include both "categorical aid," administered by county welfare boards, and "gen-
ergl assistance” which is sdmdnistered by mumicipal agencies. For needy families not
eligible for categorical ald, Hewark spent, Im 1965, 516.21 per capita; the comparable
cutlay in the rest of the Hewark SH3A was 51.33, in the Paterson-Clifton-Passaic SHSA--
T3¢, and in all Hew Jersey municipalities--52.26.

Fiscal Disparities in the Jers ik A

. . « The Jersey City SHSA is densely populated throughout its 44-square mile
area. HNearly all of its governmental jurisdictions face the Eiscal problems characzters
istic of central cities. Im 1965 Jersey City hod an effective real property tax rate of
.85 percent; outside the cenmtral city the rate averaged 3.599 percentc, but It was sig-
nificantly higher in thres of the eleven “outside" mmicipalicies:

Hobaken 6.75%
Oniem City §.27
West Hew York 5 .00
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futside the central city Hoboken, with 52,121 worth of taxable property per
capita, was poorest in fiscal resources and Secaucus stood firsc with 510,249 of famable
property per capita, mearly all of it in real estate. The lakter was the only smiel-
palicy in Budson County to experlence substantial population growth since 1950,

Froperty tax rates in Hudeen County

The Jersey Clty 5HS& has some of the highesat property tax rates in the country.
For the entire SMSA the 1967 rate on real property will average &.00 percent (arithmetic
mean of effective rates in the 12 taxing jurisdictions). The central city rate (5.35%)
iz significantly higher than the average rate cutside the central eicy (3.8BL), but be=
low that of Hoboken (E.O07%) and Union City (5.85%). The effective rate Ealla belouw
3.00 percent in omly three municipalities: Secaucus {(2.50%), Kearny {(2.38%), and
Harrison {2.27%).

The fiscal pattern of the Jersey City SMSA is much like that of other sMSA's in
Hew Jersey and arcund the nation. Ite central cicy has higher expenditure requirements
atid & smaller tax basge, relative vo population, tham the outlying porciom of the SMSA.
A a consequence, the central city cax rate {5.35% La 1%67) iz about a third higher than
the OCC (outside central ciey) average rate of 3,88 percent.

The overall pactern, however, conceals some Inportant divergences:

a. Compared with the central city, Hoboken has far more serious Fiscal prob=
lems, On a per capita basis BWoboken is Faced with large service requirements and a
meager Lax base. Only half of fts dwelling units, compared with 75 percent in Jersey
City, were rated "gound" in 1960, Its per capita expenditures Eor general assiseance,
financed mainly Erom sunicipal resources, are nearly four times as high as Jersey City'a.
Hoboken's tax rate in 1967, after egualization by the County Tax Board, will exceed
8 pertent of estimated market walnpe.

b. At the other extrems, Harrvison and Kearmy will enjoy 1967 cax rates of less
than 3 percant maimly because of relatively low service regquiremencs and a large induws-
crial tax base. Secaucusz, the only ocher low cax municipality, has & relatively small
industrial component but receives & large concribucionm from owmners of vacant land which
accounts for more chanm & third of the cax base.

€. Finally, two of the high-tax municipalities--Union City and West Hew York--
happen also to have the smallest industrial and largest apartment (more than four fami-
lies) componenks of the 1965 tax base in Hudsonm Counmty.

Figeal Disparitics in the Paterson-
Clifeom=-Pagsale SHMIA

If the Jersey Clty SMSA is an andmaly among metropolitan aveas, the Paterson-
Clifton-Fassale (herealter P=C-F) 5SHSA may be characterized a= an enipgma bearing only a
supcrficial resemblamce to the conventional SHSA. To illustrate:

1} Clifeom, part of the central-city cluster, has all the earmarks of a low
cax, rapid growth suburb and none of the problems of a blighted, struggling urban center.

Ceography alone--a biny section of Clifton provides a link between Paterscom and Passalc==
cAn account for the designation of Cliftom as a cemtral city.

2} Few residents of Bergen County--cthe SMSA's outlving county--regard the
Farerson Eﬂl!plﬂ! a8 chelr center f[or =2ocial and ecomomic !Eti'ﬂ"lt}". Less than a tenth of
Bargen County's labor force works in Passaic Coamey, but pearly & fourch of fts workers
find employment in Wew York, mainly in HManhabtan. Bergen's economic and cultural ties
te NHew York City ave often cited as a major reason for that coonty's fallure to support
Kew Jdersey programs which have a statewide, rather than local, impact.
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In apite of cheae deviations Erom the SMSA notm, the pattern of fiscal dispari-
cies ig approximacely the same as in other SMSA"s:

1} The central city property tax base (per capita) fs considerably smaller
than in the SMSA Ring;*

2) Effeccive tax rates fn the Bing ave gignificantly lower than in the SMSA
Core, despite the distertion caused by Clifton,

1} Per capita cutlays [or mmicipal funetions (nét Including schoal diserict
or county programs) are somewhat higher in the central cities than in the Ring. The ex-
pendifure pattern is rewersed, however, when school and county expenditures are cembined
with municipal ouclays.-

&) Welfare expenditures are concentrated in the central cities of Fatersom and
Faggaic, but the cost of welfare programs= in the P-£-FP SHMSA is well below the per capita
outlay in other 5M5A's of Horthern Hew Jersey.

Among the central cities Clifton hod a tax base inm 1965 of nearly 58,000 per
capita, againse Paterson's 53,945 and Passaic's 34,823, Industrial property, which ac-
coumts for more thon g sixth of Clifton'"= ratablez, iz an important part of the explana-
tion for that r_:l.l;:.r‘l favorgble tax positiom; however, Clifton's residential Property.,
predominantly ownmer-ocoupied, 18 also far more valuable than that of Patersom or Passaic.

Teterbore, with 570 million of vacables (full walue) and a resident population
of 20 people {estimate Eor 1966) [2 a nationally known industrial enclave enjoying &
property tax tate (effective) of less than 1 percent. The above list suggests that the
Eimg of the P-C-F EMSA conmtaine a2 substantial mumber of tax havens, but more about this
matter after we cxamineg the Area's patterm of tax cates.

Expenditure wvariacions

In 1965 per capita expenditure for loeal gevernment services Ln the P-C-F SHISA
amounted to 5246, The central city average was 5223 and in the Ring expenditures
amounted to 4252 per capita.

Expenditures For public welfare in the central cities are significantly higher
cthan in the Bing., TIm 1965, when the outlay for welfare amounted to 59.30 in the entire
SHEA, the central city outlay was 533,80, Is the Ring wellare expendicure amounted to
52.42 per capita. Most of the funds for the Financing of welfare programs come from
nommunicipal seurces, but there is always a residual burdem on property osmers in the
twa central cities of Paterson and Passale, becavse of the extreme concentration of wel-
fare cases in those two clties.

dnly 8 percent of families im the P-C-P SH3A, compared with 13 percemt imn
Jerzey City SM5A, had fncomes below 23,000 in 1959. Percentages in the three central
cities are shown below:

*  The 27% municipalities in Northeastern New Jersey may be combined into three sec-
tors based mainly on popdlation densicy: ghe Corg--consisting of 70 major cities and
older suburbs, charactecized by high population density; the Inner Ring--consisting of
160 medivm density municipalicies; amd the Ouger Bing--containing 49 low density, un=
developed communities.
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FIsCAL DISPARITIES IN MEW JERSEY 3MSa'S

Par Capita
Far Capita Expandi curen
Tax Base, 1963% 1966= 1955
All Real &1l
Tax Rate® Taxahle Taxable A1l Except
1947 1965  Property Property Functions Education
Cantral city 5,350 G.BGY 531,369 £3,035 5324 5231
Cucside central city 3.85 3.99 4,630 4,335 7w 195
Hewark
Central city 6.62 £.53 3, B 3,541 413 299
utside centrtal ciey 3.2% 3.14 6, BT 6,555 180 145
F“ EI.'IIJH—E liFeom=Fasgalc
Central cicy J.546 3.15 5,334 5,871 144 152
Outside central eicy 2.53 2.49 T 665 7,384 116 104

¥otes: a. Effectlive tax rate on all real propertcy.
b. Property tax base in 1965 consisted of equalired valuatiom of real property,

fractional values of business personal property, atd assessed valuation of
Class IT railroad property.

Source: MH.J. Division of Taxation and Division of Local Gowverrment--Annual Beports,
V.5. Census Bureau and ACIE tables,
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Fiscal Diasparities in the
ATLANTA, GEORGIA
Hetropolitan Area

Excerpts from a Report by
Richard M. Forbes and Carl J. Tschappatt®
Georgia State College, Atlanta

Central
- Hajor Fiscal Dispavicies, 1963 ity
Per capita State and Faderal aid % 53
Par capita revenue from taxes 128
Pet capita educational expendicure 59
Fer capita noneducational expendicure 227
Total estimated population, 196& (thousands) 535

Outside
Lentral City

5§ 63
L
100

114

B26

Thig southern city ig also the State capital of Georgia, but
even redpportiomeent has not brought much aid or understanding of its
problems from the State legislature. Bural-dominated, at least uneil
lately, the legislature is accustomed to dealing with the problems of
munfcipalities by ad boc special legislation. Attitedes on racial dis-
tribution, typical of the Sowth, have heightened reslstamce to regional

treatment of the problems of wrbanizaticn.

*  Doder subcontract with the Atlanta Region Planning Cosmission.
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General Description of the Atlanta SHSA

The Atlanta SMBA L8 composed of 5 countles, &4 municipalitfes, and 9 schosl dis-
tricta. The City of Atlanta, with a 1966 population of 499,000, contains more than 40
percent of che SMSA popalation of 1,Z11,000. Other sunicipalities range in size From
40,724 people In East Point to ™ in Chattshochee Plantation. Atlanta lies in Fulton
and Defalb Counties, Fulton being the SMSA's central county. The following table re-
fleceas the extent of urbanization in the fiwve councies.

CITIES IN THE FIVE COUMIIES OF THE
ATLANTA STANDARD METROPOLITAN STATISTICAL AREA

AFBIL 1966
Incorporated Humber of Cities
Area lation P

Fercant Under 5,000= et

County _Wumber  of Total 5,000 10, 000 10,000
Clayron 7,675 50.8% 5 - 1
Cobb 56,339 3.0 5 - 2
DeKallk 90,284 27.2 5 1 2%
FulEam 535,744 90.2 [ 1 3
Guinnett 17,319 3.2 11 - -
MeEra Atea T31,16%9 B0 & £ 1 7

*hie of these 2 cities 18 the DeKalb County portlom of the cicy of Atlanta.

Spurce: Atlanta Reglon Metropolitan Planning Commission, Fopulation and Hsusing, 1966,
Pp. 12=15,

Hote thas 60 percent of the metropolitan area population lives in incorperated
places, although a majority of the people in Clayton, Cobb and Guwinnett Counties lives
oubfide munlcipalities. Approximately 75 percent of the cities in the SMSA heve a
population of fewer than 10,000 people, and nearly two-thirds contain fewer tham 2,500
pedple. Fulton and DeKalb Counties are urban in nature; Clayton, GCobb and Geuinnett arae
Bubscantially rural.

The Atlanta SMS& contains more thao 1,700 square miles, oearly SO0 square miles of
which contain urbap Jevelopment. The central cicy comtains approximacely 130 square
miles.

dtlanta L5 the communication and transportation hub of the scutheastern reglon of
the nation. The Atlanta SMSA is moderately industeial, containing two automobile
assembly plants, an aircraft manufacturer, and a diversified listc of smaller industrial
Eirma. Hearly every agency of the state and federal government 13 represented in
Atlanta., District offices of the Internal Revenue Service, the Faderal Heserve System,
the Department of Housing and Urban Development, and other national agencies offer many
jobs eo clerical workers. The Georgla State Covermment 1s centered lm the city, and
Atlanta's portion of state level govermmental activicy is substancial. Tn the privata
sactor , manufacturers’ reprefentatived and diserict saleg officas of industrial, insur=-
apce, and ¢onsumer service £lrms expand the ciey's votal offlce space reguirements to
more than 8 milllen sguare feet ag of 1967. All thid activity is expected to expand
steadily during the next ten years.
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SUHMARY OF DISPARLITIES

The many factors considered Iinm this report are difficult to merge inte a concise
gismary, but a number of differences have bean observed among povernmmental units that
appear to indicate disparities. Tha most obwlous &8 that all goveromental units employ
different accouncing precedures, making comparisons amomg them difficult at best. Other,
more pertinent differences are considerad in eight ways: (1) county-county; {2} county-
city; {3} eity=city; (4) central clty wersus suburban commundtles; (5) state government
policies; (6) vepional povermment policies; (7} local government policdes; and (B)
federal goverament policies.

Belationships Countics

The twe urban coumpies of the 5454, Fulton and Defalb, can be characterized as
boinmg high income. high education areas as comparsed to the three more rural counties.
Thelr revenue and expenditure levels are generally higher on & per capita basis, and
they contain refined coumty geovermment units which offer many services. DeHalb County
provides outstamdingly high Lewals of five proveccion and sewerage services, and Fulton
County offers a sophisticated health and hospical system. Gulnoett County is at the
other extrems, chatacterized by a low level of income and edocation and by & high need
for welfare funda.

Hone of the counties has incurred a lewvel of debt that might be deemed excessive,
although Gwinnetk County, the least wealthy of the five, is subject to a lower Hoody's
rating on debt obligations than the others. Daeabt ceilings imposed by the state have not
created signdficant limltacions uvpon counties Ln che SMSA (except for two board of
education problems im Fuloen dee to low assessmentcs), and a recemt chamge leading to
higher tax assessment levels will fncrease the cellings far beyond the leavel of current
needs .

The Total cax burdens upen property within all of the countles have been Increasing
im recent years, although a high dependence wpon persomal property taxes has kept the
effective burden rate to a level between 1.05 percent and 1.33 percent. Only DeKalb
County has been at the 1.33 percent lewel, with the other counties operating mt a level
of 1.25 percent or less. A 1967 move to effect uniform assessment among all Georgia
counties may cauves Defalb l'.lnl.ll'lt_"'ll pusassment level to decline, while those of all other
counties will increase. Intercounty tax burden digparities are expected to be Ledgensd
substantially by this actien.

Fulton County has been the predominant industrial county in the SMEA for many years,
fallowed by Defalb and Cobb Countfes. Clayton and Guilpnett Countles are not dndustrial
cankets, altheugh Clayton does have a sizable amount of land zoened industrisl.

County governments in the Atlanta SMSA provide a substantial portlon of the area's
governmental needs. The differences in activity level among them have mot provided many
points of common interest, and suggestions that oearby Douglas and Hockdale Counties
shouitd be made part of the SHSA have met with little interest. The counties cooparate
in few areas, the most notable being the joint hospital (and some seweTage Lreacment)
effortd between Fulton and DeKalb Counties.

Balacionships Betwesn Counties and Cities

Joine county-city efforts to accomplish goveromental goals are found only babween
the city of Atlanta and the counties in which it lies, Fulton and Dekalb. Virtwally a
cemplete separation of activities is found in Clayten, Cobb and Gwinnett Counties, and
Iekalb County pecforms the lion's share of the services needed by most of its mundcipal-
ities. These service differentials lead te A significant disparicy among cicy dwellers
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and residents of vpincorporated areas. The cicy dweller fn Fulton County must help pay
for services provided te unincorporaced arveas of the county, while the resident of un-
incorporated DeKalb County helps pay for setvices rendered to municipalities {othetr than
the DeXalb County pottiom of the city of Atlanta). This 8 also true of debe, In addi-
tion, Atlanta residents aseigt in providing the Fulton County Board of Education with
operating Eunds. Both systems appear to have merit; howevet, a need for an optimal
balance is indicaked.

Atlanta provides water service to parts of unincorporated Pulton Coanty, and 1t
agsists the county in maintaining fire and police protection. The city and the county
work togethar closaly in planning, and cheir separate school syetems are likely to be
merged within the next few years.

The county govermmenis tend Lo operate at a much lower per caplta cose in providing
fneeded services than the cities. Only Deraville (DeKalt County) and Forest Park in-
curred lower total per capita expenditures thanm the highest cost county {(DeKalb). These
differences are most notable in the expenditure categories for general administration
and sanitation and sewerage. The differences do not indicate efficiency or inefficiency;
the categories meraly indicate the governmental vnit that provides these services.

Relat 5 5 5

Disparities among suburban communicies with regard to sources of revenue and pro-
vislon of services are few. The Cicy of Mariecra expends much higher per capita amounts
for admiplastration, pelice protection, and fire protection than do the other citles
studied. The DeRalb Cowmty cities spend the lowest ameunts, primarily because of the
extengive service levels of the county.

A gignificant difference arises among communities with regard to the sale of power
amd water. East Foint sclls power to many commercial users and to the City of College
Fark, providing a large source of revemuie. This cases the requirement for high property
taxesd;, whila bedroom communities such as Decatur and Forest Park must rely very heavily
uptm property taxes, A& genaral conclusion canm be drawm that cicy power discribution
and =zale operacions are highly dasivable, although East Point bhas che advantage of a
large mmber of industrial power users o Ipcresse ics revenwa. Mariecca also provides
power, but ics tetal revenues from power sales ave pignificantly lower than East Poinc's,
vet sti1l higher than those of cities net providing sech services,

TET. VYersus Suhb 5

Atlanta containg a variety of high and low lecons residents, with a high concentra-
tion of nonwhites, Welfare costs are exceprionaliy high 1n the cemtral etity, and the
attendant problens of crime, public health needs, et al., are much miore fevere than
thosa of the suburban municipalitis=s.

A gubstantial portion of the 543A's industrial and commercial activity i concen-
trated in the central ecdty. The suborbs have been attracting some of this activity,
howaver; and many problams have besat the clty mdministration Tegarding the busioess of
transporting peroplea to and from their place of employmant. The Hegro has an identity
in the central city, and although his job might mowa to the suburbs, he temnds to remain
an urbanite.

The central clty bas experienced higher per capita coste in the areas of adminis-
tration, police, and parks and recreation, In fect, &tlanta is the only city in the
EMEA that provides a sizable amount of recreational facilicvies.

Among all the diffarences between the cencral city and its swburbs, the major
problen L8 that of caring for the low income ¥egro population. The city's top prioricy
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problem i to develop & program for feeding, celothing, heuwsing, tralning, transporting,
and emploving this segment of the population.

akba Goayer

The state of Georgla is & "nonurban policy™ state. Legislatdon regarding consolida-
cion of coemmunities is striccly ad hoeo, and matters dealing with annexacion and otcher
governmental affairs ave usually treated through special {(class) leglslative acts., A
leadership vacuum exists because of the lack of srace policy vegarding urban matters.

The state i8 attempting to egqualize disparicies among govercmental oanits in o mm-
ber of key arcas, namely welfare, edecation, and health, but it hag oot taken ackisn to
allocate highway funds Eo the arpas of greatest need. Within the Atlanta SHS&, Gwinoett
and Claycon Countias obtain a greater per capita revenue for highways than tha others,
alehough Atlanta and Fulton County would appesr to have & greater need. The state
worke to supplement federal funds rather than provide a comprehensiwve plan for all funds,

ional GOVAR 5] 5

Reglomal policy in the Atlanca SM5& results Erom nonpolicy decisions Ln most cases.
Comprehensive plang for the cegiom have been prepared, but they have not baan adopted
by the local govermments. The lack of such a plan or policy deawn from a plan has led
to significant imbalances in areas covercd by water and sewerage services.

Tha Atlantas Hegion Metropolitan Plagnning Commission has worked to develop region-
wide plans and progrars, but intergovernmental Jealousies have prevented significant
coordinacien. The state has not entered this arepa, and a significant reduction in
local provincialism will have to cceur before reglopal planning can become effective.

Local Government Policies

The counties and cities in the SMEA compete actively to attract hesavy duty tax-
payers, Zoning practices and property taxing (inventory) procedures are not comsistent
among governnental areas, and changes are made to accommidate the needs of individual
land users.

The central ¢lty has worked to develap a plan for housing and employing Lts Hegro
populatlon in light of the commercial and industrial shift e the suburba. HRapid
transit lines are proposed to transport central clty Hegroes to suburban jobs, and orban
renewal efforts are belng made to improve thelr living conditions. This is necessary in
light of anti-integration pressures from the suburbs. The program will likely continue
in this manmer.

Fadorsgl Government Folicies

The federal govermment is8 applying substantfal pressures to aliminate the dispari-
ties batween the central city and the suburbs. Anci-segregation of schools and of
housing are required to obtain cervain federal funds, and these funds are essential co
Atlanta's growth and prosparity. The plpeline between federal agencies and the SHSA has
hasn connected only to Atlanta, and Atlanta has expressed the deslee to desegregaca.
Other cirpies arve beginning to reslize & need for £ederal funds, and thelr atbitudes
towatd Tace will have to change £¢ obtaln them. The centtal eicy-suburbh problem is one
of Atlanta’s most serious, and federal activities will likely provide an increasing
amount of relief during the next [ew yeaars.
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RECOMMENDED REMEDIAL ACTIONS

Public .ﬂ.r_i Eﬂl

The problem of curing disparities will not really reduce itself to any simple
action, or group of action#, by warious public or private bodies. The ramedy must be
accomplished through a wide weriety of activities performed av every leval of govermment.
Probably the most important activity £8 at the private communication (and conditioming
af citizens) level. Untll people béecome comcerned, and thEgupgh their concern aXpress a
willingness to act, disparitlies will continue to grow.

The elimination of all disparitiesd is not the complete sbjective of che authors of
this study. Certaim disparities should be permitted--maybe even socouraged. Assmiog
that separate communities (public organizations and bodies 'p-u-l'll.il:} will continue to
axist=--at least in the short run--then it Seemd proper to petmit the citizens of communi-=
ties to have somathing to say about whethet ot mot they should live with, for example,

a conctete block cicy hall or & city hall findished in marble. Similar choices should be
available in other aspects of govermment, but if i{s not the purpose of this study to
datail che choleces.

The authors are concerned with the quallity of public services, especially as a
bhigher ar lower guality &f service might create significant disparitiss in the metropoli=-
tan atea. The watious sources employed in this study did not disclose differences in
finances that could be assoclated with facts demonstrating whether or not a service was
being offered at an acceptable lewel. The authars have no way of determining from a
financial report informatiom about the quality of, and frequency of; garbage collection.
The qualicy of the effluent from a sewage treatment plant was not described; nor was
the percentage of a city's {or county's) sewage that gets treated, mor the quality of
water dovmstrean from a political jurisdiction. Obviously, & high guality of perform-
ance could braed a great disparity Lf mostc govermments performed at a lower lewel or
refused to undertake the fumetion.

Frobably the most significant action chat can be taken B0 cure the financial Jdis-
patities, and quality of setvice disparitvies if they exist, in the Atlanta meteopolftan
arca==or ln any other metropolitan area--lied in the Eield of education. Citizens, e.@.,
voters, must be educated; wlthio and outside of the schoel system, to the problems of
government. Too many times hawa Aldermen of the City of Atlanta campaigned for realac=
tion on the grounds chat property taxes wers too high and should not be ralsed. It
seems to Che autheors that public relations programs from the governmenta of the mecro-
pelitan area or from the state should be mounted o express the true costs of govern-
ment--and the true level of public service being received by citizens. The "mystique”
of high property taxes in the Atlanta metropolitan area is mot justified by facts un-
covered and analyzed by the authors. %Yet, as this report is being writtenm, citizens of
Ful ten County and Atlanta are protesting increases in annual taxes of pbout ton percent
Im most cases. Some of the most vigorous protests are apparently being delivered by
people who gre feeling the diminished effect of a homestead exemption when higher as-
sessmgnts ave made. Some of the protesters are paying real egtate taxes for the [ivan
time! The atcitude that encourages such reaction to very modest taxes (or tax increass-
ea) should be overcome, Apparently the public oFElcials of the Atlanta metropolitan
area, including those of Atlanta and Fulton County, have not come te recognize the Efact
that it costs mere to operate an urban of suborban govermment than it does to run a
rural county.

The recommendations which follow are oriented co the philosophy that a series of
actions must be caken at all levels of povernment. The fact that fiscal disparicies
among local govermments do exist does not place the responsibilicy on amy one level of
government to cure them. Probably actions can be taken at any level to minimize the
disparities with some effect, but cooperatiwe and collaborative actlons are required to
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get to the bottom of the disparity problem==-the nonequitics and injustices of local
SOVEITMEnL .

Logal Remedies

Hany disparities are created by actions that are more than purely loeal, Therefore,
vary licele can be accomplished lecally to overcome them, The "econemic accidents"™ of
a tax base, or an industrial emplever, or a commuting pattern, might have been imporcant
to the creation of a digparity in a lacality. Other disparities might have bean created
by social attitudes--the race problem for example, but alse Che white suburban attitwde.
Little opportunlity exists to gvercome these attitudes by local actions. Atlanta's
attitode about anpexation presents another exemple of a skrange attitude that really
should be changed.

The following specific actions should be taken.

l. Aslopt & wnllateral annezatien program for Atlapka.--Any territory that queall-
fies under the Flan of Improvement annexation procedure should be takenm into che city as
so0f A8 poBBible--even areas which wete once given an opporctunity to wote. County Minaes
should net be pespected. Atlantans can me leoger be worrled about appeatring to be "nice
guys" and about the "we don't want you if you den't want us" attitude.

The justification for an Atlanta annexation progtam i8 based on the fack thaz
Atlanta's governmental costs arte increaging faster than the city"s ability to raise
maney through taxes. While annexation by Atlanta will expose more people to overlapping
taxing authority, the procedure would keep the taxpayvers of Atlanta from beating an ewven
higher tax burden then is now the case. This would help minimize the growing dispartity
batween the Atlanta taxpayaer and all other metropolitan taxpayers. There 18 no good
raason for the city of Atlanta to parmit {ts cltizens to carry inereasing tax burdens
whan annexatlon would halp to diminish Chat burden==Lf other taspayers, in Defalb Councy
for example, can be snnexed amd made o shate Atlenta's responsibilicfes,

The stoéxation authotity available to the City oF Atlanta through the Flanm of Im-
provemant provides a device through which some of the disparities associated with being
4 taxpayer of both the city and Fulton County can be minimized. Annexatiom of territory
would permit the City of Atlanta to increase ics tax base without diminishing the Fulton
County base. An annexation program mounted by the city, coupled with a merger of the
twe school systems {(Atlanta and Fultom County), would essentlally combine the two
governments. This ides was suggesced vecently in the public press by a departing county
MATAEET o

A Formal merger of the govermments of Fulcom County and Atlanta has net been sug-
gedted by the authors becaude of the problems that might be created wich vegard Lo severs
al of the small municipalities that exist within che ommey. Cities such as East Fointe
with its 40,000 residents will suffer unique problems if the county £8 "taken out Crom
under" them. The problem of College Park and Hapewille might alao be difficult to ve-
galve,. City-county merfger 18 o long range idea which might be wvery productlve to pursue
in long range terms. It obviowsly would provide one procedure throogh which certain dis-
patieies and taxing inequities that now exise becween Arlapta, Fulton Councy, and some
other clties of the county could be elinfnated.

3. Merge the Arlanta and Fultop County school systems.--A merger would climinate

a small amount of tax overlap, f.e., the small tax paid by city residents, and it would
parmit the inequities between the two systems to be resolwved.

3. Bemodel the Atlanta city government.--~The city 15 Lo pead of a modification of
its form of government. It ghould change to & steong executive form, probably by soma
sort of gradual process. The machinery a8 it now exists is clumsy and operates essen-
tially withoue 4 chief executive. This ascents the problem of inequities bocause the

LBG



govermment cannoet be directed to solve a problem of mount a legiglative program.
Atlanta's city hall should be so arranged that it becomes known who is to "ball the cat"
on Lasues.

. ﬁdg[lt A new acticude about property tawesd.--Al1 local powernments shoold forget
their past attfitudes about property taxes. Data collected in this stwudy have indicated
that the tax burden an property 18 relatively low--certainly reasonable--and it can be
increaged in wirtually all juerisdictions without economic damage. Virtually all other
taxes that could be considered for local relief can be considered regressive, especially
in Atlanta with its great collection of the urban poor peopla. A& possible exceptiomn to
this might be an Atlanta payroell tax.

Ome gualification 18 necessary: The problem with the properey tax is that fe is
tegreasive., The tax applies to all preperty ab the same rates, causing excessive havd-
ship ro those whose income flow has radically declined. The urban poor now need more
subgidy than they are presently recelving but increases in the propatey Eax will make ie
necessary to lncrease the direct and indirect subsidies mow being made avallable to the
poor and disadvantaged through grancs, wvocational aducacion, public housing, and telated
PraOgrams .

E fa dieg

Faw opportunities exist to eliminate disparities through collectiwe action at the
regional (metropolitan) lewvel. The existence of 5 counties, 44 cities and 9 schaol
districecs has helped to create the present disparities. It sSeams highly improbable to
tha authers that the units of gevermment which have established the disparities would
coopetate to aliminate them. It seems likely chat vreglomal action might tabke the form
of funceional comsolidacions of those services which the central govermments of Atlanca,
Fulvon County, or DeXalb County have established at high performance levels. The
authors suspect thisg becausSe the smaller governments would be fo¢lish to fgnore Che
"fraoe tide" availlable in the functional con=zolidation--for exanple, police sesrvices,
fire proteccion, code enforcement and similar actlvities. It seems improbable, however,
to expect the educational sverem to advance through consolidation because of racial
problems which wary widely from onme school district to another,

Consldering the question of regional {mrr_l‘_mpﬂlita-n'.l- repedial action in iEA EFus
dimansion=-=pot on & coopatative basls=-changes the reaction of the authorz. The types
of reglonal geplefty that might be undertakasn through legislation enacted on the state
laval permits the development of certaln new dimensicns that might help to minimize eome
of the disparities. In the splrit of realism, however, the suggestions are offered in
the concext of existing govermnmental forms, tegardless of how weak amd frageented they
may be in many cases. These supggestions arve alse oriemted to the basic comcern that
membats af the Hegro community may have for their base of power: a concentration in
Atlanta which permits them to exercise congiderable political "muscle." It L8 hard to
believe that concerned Hagroes will permit their woting strength to be diluted by whole-
sala annexation of tens of thousands of whites to the Clty of Atlanta, or that wery many
Hegroes will migrate to the suburbs even Lf open occupancy lagislatlon Ll passed and

2 . With this type of philosophy as a backgroumd, it seems reasonable to
assima that metropollitan arrangements that preserve a measura of voting strength in each
pelitical jurisdiction while permicting regional dimensiens im selecced fumctions might
solve the shert range, or perhaps even intermediace, problem. A long term solutlon
might reach inte the metropolitan povertment atena, but the authors have avolded that
for the present.

Eegional actions that might be taken are as follows:

1. Establish a school tax base for the metropolitan atea.--& scheool tax base would
ba designed to eliminate the very heavy discrimination now exercised by the state over

the large systems oparated by DeEalb County, Fulten Couwnty, and the Clty of Atlanta.
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The schoel disceiccs eould remain separtate {although Fulton County and Atlanta could
:nl:rgl:_}, but the tax bage could be regiomal--based uwpon und form assessmonts. Funds could
be dizstributed by a procedure based on the exponse of the types of educational proprans
offered in =ach Bchool district. Managing the distribution of funds wouwld ba Jdifficulc,
but the advantage of the system is that resources of the reglon could be allocated to
places of need. For example, the DeKalb Junior Collepe could be supported because Lt
trains techniclans, and che Aclanta School Distrier program of vocational and elerical
training (which meets the training oeeds of che urban poor) could recelve a high level
of support. Other systems with more conventional programs would be supported at dif-
ferent levels of money input.

Z. Eatablish repfonal land use mﬂg_g_cgﬂ.-rl}m: of the problems found in all units
of the Atlanta SM3A i2 the compulsgion to gather industey and the "right" kinds of
tesidential uses into the political jurisdictions, The disparities created by this com-
petitive procedore, and the ungraceful, sometimes inefflelent, land use patterns that
emerge make a casa for bacter land wse control. One way of effecting thie type of com-
trol would be through a seate-satablished body, staffed by professionals, which would be
glven the authoricy to approve or disapprove local land wie decisions. Implementing
this type of procedure would involve thinkipng of land--at least within a metropolitcan
Area==g% & abiliey and cincelving of the regulatory body as a ukility commission. Lacal
initiative would be pregerved in that copventional land veEe planning and zoning autchors=
ity could be lodged In each of the local governments as it is now, The land use manage=
nent agency, however, would have the responsibilicy of reviewing and making final deci-
sioms about private Investments if they did not conform te the regional plan created by
them, by the regional planning agency, or by the lecal planning agency. Ome of the ad-
vantages that would accrue to the metropolitan area 18 that local disputes about gain=-
ing an imdustry and the "trading” that transpires between an induatey and & povernmant
seeking a tawpayer would be eliminataed. With the proposed arrangemencs for a utrnpull-
tan school tax program, some of the local concern for the tax base might be lessened.

%, Estahlish t t T ement.--3ome of the inequalities
that appear on the local government scene are related to the abllity or inability of
communities to pay for capital improvesents., This is exaggeratad by the problem of the
stabte and Eederal grant system which ties Funds bo certaln amounts of local efforts.
Withouwt the local efferc, supporting Eunds Erom outside of the communitcy frequently can=
ogt be beought inte the pictutfe. The basic idea behind masaging regional capital im-
provenent investments 18 to provide a method of evaluating the place of greatest need
and directing state and federal funds--for whatevet putpoge--to the projects of highest
priorcity.

The procedure would ot diminish local ifnitfiative regarding projects that any com-
munity wished to conStruce, if such projects were oo be financed locally, wnless, for
example, a community choge ko build a new city hall in the path of a proposed edpress-
way. & project under considecation would be reviewed by rhe mandgemant agpency Lo das=
terming its eligibiliey for grant assistance from state orf federal funds, and, £f
eligible,; the funds could be made available.

The organization of the agency might be gimilar to the land use managemeant agency
suggestaed abova., The two apgencies could ba divigiome of a regional Fesdutces manage-
ment agency, all of which would be staffed by professionals. Folicy for the agency
might be created by a board of ex-officio elected efficials [rom the SMEA plus several
ex-officio employees of state and federal goverrments.

25086 RBemediss

Tha authors feel that the 5tate of Georgla will not move into che iuderihip YACUUm
that has bean created becpuse of the fragmentatiom of the Atlanta potropollican aras.
Tha state could exercise certain types of authoricy, but bacause of the state's Taservas
tions about racial problems and urban problems, and the fragmentation of the metropoli=
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area's legislative delegations, distinct and definite action on anything but che most
basle==0F most compelling--igsues cannot be expected. Accordingly, it may be necessary
to coerce the state into actlonm (legislators iamcluded) by making all federal grants to
the state, to cicies, ra counties and Eo mettopdlitan facilities contingent upon speclal
argatizational arrangementé--for example, the regional land use management and regiomal
capital improvements management agencies.

The tasks that the state should wundertake and the legislatfon that it showuld anact
represant teasonably simple chores for a govermment with Eaurgin’l vASE Tasourcas At its
command. Cercain legislative measureas should be passed, and certain sepervisory func-
tions should be assumed by & new scace agency. Inm the context of local resources and
the present input of meney into mest of che uwnits of govermment of the metropolican
ared, a Lale distribarbon of funds might selwve Che mosy pressing Ulnanclal problems.

The massive financial problea associated with the comstruceion of a meaningful rapid
tranfit ayatem might call for special financial consideratiom.

Bacommendations for State acciom:

1. Adopr wolforn sccounling provedubes.--The Srare showld pass & law which reguives
all policical jurisdictions, citfes, counties, special diserices, school disteiers,
public service authorities and similarly created bodies, political and public, Bo use
the sama accountcing procedure for ﬂll public funds administered by them. The law should
contaln & provislen that all of the financial reports shall be filed for racerd with the
state. The recerds should be teviewsd perigdically to provide background information
for judgeents made by legislavors, public officlals avd cicieens about the state of
affairs Lo any publie body--and to compare the warious bodies when necessary.

This recommendatisn should be extended to inelude the development of a dava pro-
cessling syvetem 80 that records could be proprammed to permit the data to be available
for analysis on shact notice--for example, annually before the begioning of each legls-
latlve sessdon. The avallability of dacta in such a fashion would have materially aided
this study and consldecably increased its inslghts a% well as strengthened its conelu=
slons.

2. Eseablish a local goveramen? bubeau.=-Thiz recommendation ceuld be scated as
the establishment of & regional {or local) services bureau, but that probably would not
be a wery populac zitle for Georgila legislatozs. Thiz buresu would be an agency de-
glgned to be the custodian of the record dysten fecommended abowve. It should be more
than a record kecpling cperationm, however. The bureau could undectake the task of con-
stantly analyzing the problems {and procedures) of local govetrnments and the setvices
being operated by them. Cost, afficlency, qualitative and quancicacive analysis of
local and tegional equalities and dlsparicies could be a major vole, There has been
some dfscussion about the nesd bo establish o local government seevice buresu, but the
concept haf been related to the eype of agency that would furnish techolcal secvices to
municipalicies (poseibly te other types of local governments), and the specific intent
is @Ot knowm to the authors. The twoe types of functions could well be combined, but the
aAgency that i8 needed muét ba orfented o the development of factd dbout regional and
metropolitan governments and the dispacities that exist within and among governments
and public agencies.

The burgau should have as opa of dcs principal functions che making of recommanda-
tions to the governocr on any maccar deemed to fall fn the area of reglonal service
problems. It could also ba used to make recommendations on matters of municipal or
county legislative importance, and to study and comment upon reguests for leglslation
from lecal public bodies.

3. L genecral enabling acté on munici and regional titefd . --This# tecoomen-
dacien could be reversed, to read, "Avold adoption of special leglslation. . . ." The
state's propensity €9 deal with local macters on an gd hog basis is destructive of

covpetative action--at least in the casa of mecropolitan Atlanta. The solution of one
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local problem by one provinciality In the Atlanta area does nothing to eliminate any
disparity, flacal or atharwise, because so many dispraicies now exist.

A leglslative refusal to deal with individual problems is not likely because of
the sriestation to local lepislacion requested by each community's leglélative delega-
tlon., The most Ttecent experiences of the legislature indicate that this will be the
cage even in Che mote urban legiglature created by reapportlonment. The state, however,
is not completely in the hands of the "gity slickers," so an opportunity may exisc for
like-ninded legialative statesmen to rise above thalr circumscances and develop snpoing
poellicy relative to orban, reglonal and metropoliten problems. A use of the advisory
agency recommended above would furnish guidance te such am efforc. It L8 in thie area
that the state of Georgla has anm opportunity Lo exercise leadership. & body of new
anabling acts (and constituticnal amendments if necessary) might bhelp diminish dis-
parities,

Eederal Bemadies

Federal PESRTAMA That have been designed o aid City, county and Atake poveroments
have been oriented to the financial grant, This bas been of Some aignd ficance in cer-
tain Eunctisnal areag in which disparities appear. HNot epvery unit of local gowermment
has taken advantage of all of the programi--sometimes becavse of the "lLEiTlEE" attached ,
sometimas because of prajudice and somatimas because of pride. Of coursa, it takes
several full cime experts to Keep up with and o make application for all of the Jiffer-
ent kinds of programs--8o ignovance L8 also a problem, The strings actached to many of
the federal programe have caused the goveroments seeking help Lo establish standards and
procedures that would permit the use of federal funds. Thege #tandards probably would
not have been established in many of the cities and counties of the Atlanta metropolitan
area without federal monay as "bait.”

One criticism that can be made of the federal procedure which was memtioned sarlier
in the rteport if that funds are not directed to placas of greatest need--if the povern-
ment fpvelved doss aot apply. Thus, the funds may net actually reliave a disparicy;
they may increase the disparitlies which already exist in a4 metropolitan area. The
authores are willing to agree that every community has a right (within reasonable stand-
ards) to reject halp, or to live by lower standards; but it geem2 that highly signifi-
cant communication and perception barriers still exist with regard to federal programs,
including those which make money directly available to a local government. The com-
munleation problem may net rest complately with the federal government or the agencies
regponsible for administeriopg grant programs; it may exlst within the state house, in
clty hall, of the courChouse.

The Eact is that the multiplicity of programs amd agencies has not been concelwad
of az a “packapge" nor has it been communicated te cities, counties, scates or school
districts a8 a package, not as a Series of relaved programs. Usually the propgrams are
not even coosrdinated, either at the execotive level or at the congressional leval.
Accomplishing that might be an impossible cask, but the communicacion job can be done.

Recommendations [or federal accion are as follows:

1. stablish complaba _;ln_l.l".l'l-iﬂ of all feders]l programs desifped o afd non=
federal governments.--Ideally this might take the Fform of & loose=-leaf netebook, updated
annually, that woula give basic propram information. It could be submitted to the chief
executive officers of major unita of scate apd local governments. The authors suggest
that the material need not be made available to gll loecal governments because it is
hoped that a state bureau of local service (recommended carlier} would perform the com-
munication functien. Tt might ke a uwseful docwment for members of Congress, and high
ranking officers of the executive branch. The information should be cross=indexed and
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should idnclude an ieventory of programs and projects, even Lf the projects sre not con-
ceived of in the context of federal aids to localities. For example, the index might
include an analysis of projects of the Corps of Engineers programmed or underway in the
warious staces,

2. Estpblish state and metropolitan coordination and evaluation offices.--The need

to make walue judgmencs about the merivs of one local program over another should ideally
ke made in & regional office manned by mon-federal personnel. The recent dﬁaiﬂnutlnn af
metropolican planning coemission scaffs ag the reviewing agency 12 a step in the tight
divection, but it may not go far enough, because not all programs are to be so reviewed.
Ideally, the agency might include certain federal officials who have a coordination
responsibiliey.

The review function should hawve the added vespensibility of evaluating requescs for
funds or programs Lo che context of the disparivies which exist in the metropolitan
4Tea==ot in the state. The regional resources apsncy recommended earlier could fulfill
that functism. Unless broader judgments are made at the regional economic and quality
level , misuse of funds will be assured. The physical perspective will not serve with-
out effective evaluation of economic, social and teamporal needs.

: p god anforee A pd of o aid unless [ eplonal evaluati

at the merroposlitan level,--In the oplhion of the awvthors, bthe key to enforcing th
principle of effective coordination of both local and federal funde in metropoelitan
areaf is through the procedure described above. A gradual enforcement of the denial
procedura would be macessary, but the coercion of such a program would materially aild
in its esrablishment. The denial should dnclude all funds--aven those adoniniscered by
the state, such as highway programs. The authots do oob feel that more money showld
necessarily be uwsed as the "baie" Lor the evaluaciom procedure, although che funding of
the agency itself might assiset in it2 establishment.

&, stahlis T g of "poo . s.=-0na of the very disturbing

aspacts of federal aid is che separateness of the funds. Federal funds cannot usually
be wead batween prograns te match other federal funds or to generate more fedaral funds.
Howaver, there exizts a federal funds "gamesmanship" procedure that permits--even an=
courages--a comunity to engage in certgin kinds of projects at the corfect timed so as
to maximize the amoent of federal funde that a project can generate. The gamesmanship
aspect of federal programs probably causcs distottions of priority and certain exapggera-
tion of needs. Tt may cause a community to pull ericlcally needed funds Erom one type
of high prioricty project so that they can be placed in another which will permitc greatar
proportions of federal afd, Many times, however, this second project may not be as
necessary to the comaunity.

It mighe be possible for a circumstance ¢ develop in which a local program might
become completely perverted in ocder to generate the greatest number of federal dollars
for another, completely different kind of activity. For exarple, consider the impact
of the wvery expenfive rapld transit facilicdes upon urban renawal project areas. Sta=
tion seopd, serviong lines and spacial spur lines into an urban rencwal project area
could generate cnormous amounts of local credics for urban renewal projects fov the com-
munity. In fact, the coscs of transit are o great fhat it might be possible ve [inance

entite urban renewal programs in & city through the judicious uwse of transic facility
constructlon gt the corrget time. It might be that such sctivity will compromise at

lazast the timing of the inscallatfon of rapid tramsit facilieies. It could tesult in
the delay of coertain urban renewal projects which would otherwize be considered high
priovity. The tactiz eould also result in giving rapid trameit a bad name becawse it

was beklng usied to provide all of, or a najor part of, the iiunucinE Eor urban rengwal
projects. Lastly, it ecould resule in a vastly increased cost of the transit network
becavse of the location of rapid tvansit limnes in wrban rencewal project areas--rather

than in other more logical places where direct service might be needed.
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The possibilicy of some of these cilrcumstances arlsing in Atlanta is obyious. The
city is engaged im & relatively large scale urban renewal commitment. MARTA, the area's
rapid transit agency, L8 mow planning a svatem. The geals and cbjiectives of both ef-
forts may or may not converge temporally or physfcally. Whatever the case, the uvae of
federal funds should not be maxinized Eor ane program at the expense of the gther. The
federal programs of flnancial aid should be designed to maxinmize aid for both programs,
The conpounding of funds should not Be bhased upon timing one construction project inside
another; it should be based upon coordination between projects. The federval Eunds
should be maximized om the basis of a planned, comprehengive effore eo golye problems,
Funds should not be related to gamesmanship at the local level and jousting with defini-
tions ak the federal lewael. Funds cransmicced o a community should be in amounts that
would be possible 1f the games and jousting were successfully accomplished with all of

the necessaty makebelleve.

The authors believe that some sorc of averaging and pooling of funds shouold be
posgible so that time pericds, priovicies, lecatlons, even political jurisdictions
within a metropolitan area could be ueed to generate the maximum number of fedaral dol-
lars. BSach a procedure would permit the honest uwse of programs in the areas of greatest
need at the cortect time without the disecoceiom o&Ff guﬂuanunahip.

Erivate Acglom

Daparieies are the ultimate result of the actlons of people--people opatating as
individuals, corporations, groups of pressure groups Lo their own Interests. It seems
to the authors thae private actions can be caken by these fndividuals and groups of
individuals to overcome disparitief. Howewer, the afFect of ehe individieal astivieias
would oot overcome all of the problams. The disparities which exist in mamy cafes ate
overwhelsnlng in chelr scale and impact, Therefore, the only course of action is through
collective afforc=-threugh peblic bodias.

Frivate actisn that can be taken, therafore, is that which is orlented to the sup-
port of public pregrame which will accomplish the objective of eliminating the damaging

disparities.
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Fiscal Disparities in the
LOUISVILLE , EENTUCKY
Hetropolitan Area

A Report by
Roy Bahl

Syracuse University, Syracuse

Central Outsida
Majgr Fiscal DMeparicies, 1965 Cirw Coptral Ciey
Fer capita State and Federal aid 3 41 5 51
Per capita ravepue from taxes 113 4
Per capita educatiomal expenditure 45 a7
FPer capita noneducational expenditure 123 a1
Total estimated population, 1964 (thousands) 3a2 378

The Louwisville Metropolitan Area encompasses three counties=-
two in Indiana=-but Louiswilles and Jefférson county in Eentucky together
contain 8% percent of the population. The metropolis fits the stereo-
typed picture of 4 central city packed with problems, surrounded by bed-
room guburbs. Closer examination shows some interesting variations: The
Hegro popalation is concentrated in Louisville proper now, especially in
a4 slum area ac the core of the city, but it is béginning to mowve to the
guburbs. Also, Kentecky has aothorized, and Lowisville has succeassfully
imppsged, 4 tax on ecarnings which brings in revenue from ponresidents orc-
ganized reciprocally with its surrounding communitics.
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SUMMARY OF FINDINGS

Digparities in the socioeconomic structure between Louisville cilty apd the surreund-
Img compunicies in the SMSA are considerable and Fit the Staragtype captral city-
guburb relationship. The city of Louisville has & lower lavel of income, containg
over B0 parcent of the nonwhices of the 5M3A, and over 90 perceant of public assist-
anca Taciplents. Within the central city, 4 8lum area at the core of the city (540
percent of the central city population) containe 95 percent of the city nonwhites,
and over two-thirds of city AFDC recipients. There are four balanced communitice
ia the mecropolitan area--most of the 57 fncorpoctated municipalities are bedroom
subuths with populations less than 1000. Among the outlying comminlities a relative-
1y high incidence of poverty is found in only two cases--hoth of which are wnincor-
parated arcas.

Cantral citwv=suburh expenditure differences show that the cove eity generally spends
mite pef capita on the paverty-linked public Berwices, while guburban areas spend
mare per capita for public education and Tecreation. This pattern is dus Eo some
combination of {a} the relatively greater and locreasing propoctiom of the 18-65 age
group in the outlying areas, which dictates a greater nead for educational and
recteational services, (b) the declining proportion of the central city population
which ig in the 1B-65 age group dand the increaging proportion of population at the
poverty level of subsistence--which dictates a greater need for expenditures om the
poverty=linked services, and (c) the drain on cemtral elty services created by non-
resldent trips to Louisville city to place of work, to shop, to the University of
Louigwille, ete., and {d) the mature of invergovermmental (Brate and federal)
aggigtance which tends e reduce the central city-suburh disparity in the needs-
resources gap for welfare related setwices, but fincrease the disparity in education-
al spending. Jdmong the suburban communities, differences in public servige lewvals
are not shserved--assentially bacause of inadequate and incomparable daca.

A comparisen of effective property tax rvates demonsivates that the burden is greater
fa che central cicy than in tha soburban commuoities of the central county. Whersa
meafuteable; the wvariation among the outlying communities 18 ecratic. The disparity
in the fiscal abilicy of the cenctral elty and the suburks would be considerably
greater Lf tha occupational licansa {levied on earnings at place of employment) wers
not & major source of rewenue to the city and county governments, and to che two
school districes,

Seate govermment policies have had congiderable effect on intra-5M54 imbalances.
First, state aid to eduecation 48 higher on A per student basls to the county school
digtrict than to the city district, thereby having a disparity-increasing effect.
Sgcomd, & Tecant court declsion has vesulted in full valuation of property, which
glves local units some flexibility in tax rares. Though chis measure could reduce
the disparity in fiscal resources, ik may cesult in an increase in central city-
suburh difference in property tax burdens. Third, the state legislature has
aucthorized the imposition of a county-wide occupational tax for educational pur-
paded. These funds will be digtributed on the basis of average daily attendance
and therefore will tend to reduce the disparity.

The forecast for disparities in the SMEA is an increasing imbalance in socioeconomic
composition between the central cicy and the suburban areas. Fopulation projections
to 1975 dndicate a4 constant size centval city bur an increase in the balance of
Jefferson county by mearly 100 percant. PFurther, incema level is expected to in-
cteade by a groater amount in the suburban areas and nomwhite population will con-
tinue to be heavily concentrated im the central ciey, Within the cencral city,
gacioeconmmic disparities could decline a2 a result of an imaginative model city
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proposal aimed ak the teclamation of the most impowverished area in the core clty.®

Fiscal disparities will alse grow since che base of both major sources of revenue in
the SMEA (the property tax and the occopatisnal licesse) should inctease by a great-
er amount in the area outeide the central city. The projected imbalamce in the
growth of assessad value 1s due to the greater amount of new constructlion activity
plmjm:tad for the suburbs. Occupational license revenugs should increase less in
the central sity kecause of a continued movement of caployment to the outlylng aceas.

B, HRecommendalbionsi

#: The incidence of poverty i& high in the central city therefore a major Eiscal
problam is the financing of the poverty-linked services and the financing of
the physical redevelopmont of subscamdard and dilapidated areas. It has become
fncreasingly apparent that considervably more [ederal assiscance 1s needed in
these aread.

B. Two measures could be effective In reducing the wide disparity between the cen-
tral cicy and suburbs in educaciomal sevvices, Fivst, cthe state should adjust
the digteibution of aids o {(a) reduce the axpenditure disparity, and (b} re-
flect the higher cost of educating students in poverty nelighborhoods. Second,
local school districts should comsdolidate with the objectives of |=1i.n!.|'|..u.l'.1.1'|g
dj_ipqritiau in fiscal ability and reducing racial and clags imbalances.

¢, The provision of welfare services in metropolitan louisville should be coordina-
ted to achiewse the objective of the reduction of poverty.

D. The wae of the property tax by the Louisville city government may not be con-
sistent with the objectives of the tedevelopment of the ¢ore ared. The property
tax should ba revised so as pot te discovrage new consttuctien in the central
city or to make potentlal sites in the osutlying ares more lucrtative.

INTROMMICTION

Intergovernmantal fiscal reforms in the Loulsville metropolitan area have enabled
local units of povernment to meet the mest serious of the recent fiscal crises; however,
the pattern of urban developnent in the 5M54 has been a strong stimulus to the growth
of substantial inteccommmity £iscal and sociceconomic disparicies. The most serious of
thess imbalancas--created by the Secular stagnationm of the central clty==is not unlque
to the Louisvillae aren. The central ciecy of Lowiswille is characterized by a constant
or declining population and & Telatively high incidence of poverty, while the suburban
areas house the nigher locome vesidents of the SM8A and are attracting increasingly
greater ampunts of iadustry. The existence of this kind of disparity is not necessarily
bad--the peor concentrate in the core clty ares because of the existence of the kinds of
housing they can afford and the kind of jobs and social services which they require.
Hetzer points out that “Indeed, it iz probably in che pational intereat that the poor be
concentrated im central cicies, for it iz racher wunlikely that their needs would ewver
be sufficiently attended to were they not so conspicuous."l! However, these imbalances

* The Louisville model elty proposal was not approved for the first group of model
ity awards, announced on Bovember 16, 1967,

Dick Hetzer, "The Urban Fisgcal Problem," Institute of Local dovermment, Uniwversity
of Pictsburgh, 1967, p. 7.
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become serfous when there develops a gap betwesn public sector requirements (needs) and
flacal resources, which (a) differs among communities and (b) 18 acceéntuated rather than
raduced by public policy.

Central to this paper is an intensive examination of the nacure and magnitude of
socipeconcmic and fiscal disparities Lo the Louiswille SMS5A, & judgment of the degree
to which public (state, local, and federal) action and policy have tended to accentuate
ot teduce these isbalances, and a disparity prognasis For the commmities within the
metropolitan area. The concluding section Lnvalves a general discussieon of the kinds of
public actiem which might be taken to reduce these intrametropolican disparities,

The comparisons made in the following sectlons are designed to enable & more clear
percaption of the overall pattern of disparities Iin cthe 2EA. First, the central clty
of Louisville is comtrasted with the balance of che SMEA and with the balance of the
central county. Gecond, certaln salient characeeriscics of selected individual commmni-
tles {incorporated and unincorporated) within che SMSA are prosented where data ave
avallable, Finally, certain data are available for a small area at the core af Louis-
villa central city (approximately 40 percent of the city population) making possible an
examination of Intracity dispacities.

DISTRIBUTION OF POPULATION AND LOUGAL
GOVERMMENT WITHIN THE 5MS5A

Louisville is the central city of a two-state, tri-county SMSA of approximacely
750,000 inhabitants. The data in Table 1 show the distribution and growth rates of tha
metropolican area populatlen for each of the three counties and the city of Leuisvilla,
These comparisons do not indlcate significanc change among che counties in relative
slza over the decads, but do shew that a significant rediscributicon of population dJdid
oceut within Jefferson County.

The structure of local povermment within the metropalitanm area is highly fragmented
(Tabkle 2. The 5HSA contains 129 local goversments of which 105 have property taxing
powar, while 60 of &5 local govermmencs in Jelferson County have the power to cax
property. Ioncloding the city of Loufsville, Jefferaon County Ll overlapped by 49 munle-
ipalictfes, of which only 11 have populatioms in exceas of 1,000, The education func-
tion I8 essentially the cespomsibility of a city and a county &chool disctricet, whose
boundarigs area not coterminous with cicy limits, 2/

Othar than the central city, there are four incorporated communities in the SMSA
which are "balanced," in the sepmse of containing a reasonable mix of residencial, com-
mercial, and findustrial land wee (Table 3), Most of the remaining ecities within the
SHM5SA may be classified as subutban bedroom commmities of varying income levels. Thesc
groupings afe sghown in Table 3 with 1960 and where available, 19654 or 1966 population
astimaktas.,

0Of the balanced communities, S5t. Mathews is rapldly bacoming & regional commercial
center, while the city of Shively contains a major industrial component. OFf the bod-
room communities, Jaffersontown clty and the Buechel area come closast to belng balancad
communities in that sach contains a substantial commercial ov industrial component., The
south and of the Buechel area imcludes the larpge General Elecetric Imdustrial Park,
which axplains the relatively high proportion of nmonresidential land use. Howew-r, thes
aras In general dees not fie the pattern of a balanced community.

2f  The couwnty school district includes ewe zones within the central ciey of Louwis-
willa,
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TABLE 2.-=-DISTRIBUTION OF LOCAL GOWERNMENT WITHIN LOUTSVILLE SMSA

Jeffersen County Clark County Floyd County
{Eentucky) —(Lodiana) _(Indiana) Total

A11 types, roral 59 &2 14 129

{With property

taxing power) Ca0) (367 (11} {105}
Municlipal &9 5 a 57

(With population

less than 1000} {38) (1) (2} (41}
County 1 1 1 3
Township ] 12 3 17
School districts 3 14 i 14
Special distrlects 16 10 A 34

(Hith propercy

taxing power) (7) {z) (1} (10}

Source: .8, Burean of the Census, Census of Govermments: 1962. Yolume V--Local Gow-
ernment in Metvopolitan Aveas, U.5. Governmeot Printing Of{ice, Washington, D.C.
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TABLE 3.--CLASSIFICATION OF SELECTED COMMMITIES WITHIN
THE LOUISVILLE 5MSA: WITA POPULATION ESTIMATES

Fopulation Within Fopulation Within
Census Tracl Area

Incorporated Limits
EPG-EE L1966 196G

Balapeed Commnities

5t. Mathews, Rentucky 8,74 14 oo B HuDr
Shively, Eentucky 15,155 20,0000 15,891
Hew Albany, Indiana 17 ;B12 38,218¢c -
Jeffersonville, Indiana 19,522 20,0604 -
Suburhan Bedroon Communities
Hizh Inc
Indian Hills 601 = 6, %41
Auduben Park 1,867 - 1,912
Anchorage 1,170 - 6,665
Medivn Incone
Jef fer sontosn 3,431 T 000 17,230
Deuid Hills A0 - =
Do lona -8 -8 16,356
Low Incoms )
Buechel -2 =8 1z ,6ED
Newburg -2 -8 %.134

AThe Municipal ¥earbook, 1964, Table IIT, pp. 92-1435.

Byniveraity of Louisville Urban Studies Center.

p.5. Bures: of the Census, Special Census of the Louisville SMSA, May, 1964. There-

fore, Mew Albany population estimate is for L964.
detark County Chamber of Commerce estimate for 1964,

Inincorporated areas.

200



Indian HLlls and Anchorage are represeptatives of high imcome bedtoom suburbs al-
though the Anchorage area also has & velatively high incidence of poverey in two pre-
dominately Hegro sectiens. Okolona is a lower middle income area in the south end of
the metropolitan area which has experienced rapld growcth in the very recent past. Haw-
burg 1s & low incoms (unlncorporated) ares in the southern portion of the county with a
high concentration of nemwhices and the highest incidence of poverty in the 384 outside
the cantral city.

SOCIOFLOROMIC DISPARITIES

Dis racteriariza

Louwisville repressnts the sterootype SMSA central elty--little or no population
growth and an increasing proporcion of Hegro population. Approsimately Z1 percent of
the populacien of the cencral ¢icy L8 poowhice while only 3 percent of the Jefferson
County area population outside the central eiey is nepwhite. Of the 8,700 nonwhites
living outslde the central city, almost bhalf reside in the low-income Newburg area
whila nome of the other communities ghown in Table 3 hawve substanclal concentrations
of nonwhites. However, Since 1950 thare has been o significant change in the Jdistribua-
tion of nonwhite residepce within the metrepolican area in che form of a movement of
Hegroes to the suburban areas--primarily to che Mewburg ares in Jefferson County. This
movement 1s primarily duse to redevalopment efforts in the centtal city and in part to
the avallability of new housing aresas co Wegroes. The clustering within the centrcal
city in the discribution of nomehite population i even more macked than that betwean
the central city and the SMEA. An area containing approximately 40 parcent of che
popalation of the city of Louwlsville, located at the center of the core city, contains
approximately 95 pervcent of the central cicy nonwhite populaticn.

The ares of greatest population density in Jefferson County encircles downtown
Lowisville within one to ewe mileg of its core. However, this area has bean losing
populacion for the past 15 wears, primarily becausa of redevelopment and highway efforts,
and density has been decreasing. Betwean 1350 and 19%4 much of che central ciey popu-
lation copcentration was dinpﬁi?ad and low densley horizontal residential development
now covers mech of the county.

Changes in the age structure of the population in the 3454 have generally followed
the broad changesd is the age structure of the natlon as a whole, However, the ceatral
clty of Lowigville differs in that (a) the under 18 age group has increased at a slower
rate than in the outlying areas, and (k) the 18 to 64 age group actually decliped,
whila in the metropolitan area it {nereased. Confequently, the 18 to 654 age group inm
the central ¢icy will be called on o assme an fincteasing tax burden as this major
wage sarning and cax paying group decteases in number. The ecxpendictuce implications of
thesa central clty=-puburb differences in age &Strocture changes raelate to lncreased neads
in the suburbs for schoeols, recreatlonal facllities, ete., and the increased needs in
Eha e titr for programs designed to accommodate the alderly--housing, health, wel-

are, atc.

3/ Louisvilla and Jefferson County Flanning Cosmission, Interim Plan Beport Mo, 5 -
Fopulation, 1967.

4/ The Economic Base apd Popul 1 5 Forecast for Metropolitan

Loviaville, Louisville and Jefferson County Planning Commissfon, 1966.
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The sex composition of metropolitan Louisville has also followed a national pat-
cern==-fercilicy, birch, and death rares varying only slightly from averages for the
nation ag a whole, Bob 4n the zity of Loufsville, clerical and secretarial Job oppor-
tunieties have resolted in the female population fncreasing at a faster rate Chan the
male population.

] 5 5 T 5 5

Af expected, there is & strong asssclation between the distribution of aonwhites
in the SMSA and the distribution of substandard housing Facilities. Approximately &4
percent of housing wnits in the centrcal clty are dilapidated ag compared to only about
1 parcent in the suburban areas of Jeafferson County. The model city area within the
cantral ¢ity contains 73 percent of all dilapldated housing vwnits in lowisville, and
ovar 7 percent of the housing univs in the model eity area ave dilapidated (over one=
half are considersd substandard}).

The age digtribution af buildingd in each aréa Suggedsts that mo confistent fela-
tlonship existg betwesn the age and the comdition of buildings, gince the lowest-incoms
bedroow suburbs show both & relatively newer age distribution of buildings and the
highest propertion of dilapldated units. Other housing characteristics follow the m-
pected pattern amomg the bedroom suburbs--median value of cwmer=cccupied wvadcs 1s lowest
in the low income communities, mulcifamily dwelling uniets are relatively wore prevalent
in the low income aread, and the percent of dwelling unies which are owmer-occupied
tands to be smaller in the lower income arsas.

Dig i ] 0t

The employment-population ratio in the central ciey is approximately three times
graater than in the suborban aread of Jefferson County, reflecting the axeent to which
nopresidencs commite to the central clty to work (Table ﬁ*:l. Further, the distribotion
of emplovment inside the central cicy is orlepted much more heavily to manufacturing
(31 percent as opposed to 12 percent Lo the suburba). Among the suburban communitios,
lower income atead have greater propotrticns employed in manuvfacturing while employment
in higher income areas 18 primarily in the retail and service industries, This pattern
is mot atypical. The higher fincome commmities are generally located on the sast sida
of Jefferson County, away from the major industrial areas. The Fact that the lower
income areas show greater proportions of employment in manufacturiog suggescs only that
lower inceme workers cend to live closer to their place of work. When the Genmezal
Electric Appliance Park {over 11,008 employees) constructed facilities in 1951, the
nearest suburb was l-%5 miles distant. Ten years later, 15 percenmt of Lts employecs
lived within four miles, in areas including Hewburg and Buechel. This pattern explaing
the wide variations in employment SEructube ameng suburban commmities shown in Table
4%. It is worth noting that two latge industrial sites have been proposed for the east
apd of Jefferson County--if the General Electric effect applies, this could have a
glgnlficant baaring on the nature of metropolitan ares disparities.

Isparicies in the Leval Digteibuti

of Income ard im Ettnil Sales

The lewvel of income in che Louiswills SHSA is generally greater in the ecastern
aread of the central county, buc lower in the central city than the outlying areas.
The Louviswilla central city, partlcularly the medel city area, has both the lowest
average income level and the greatest proportion of famllies in the less than 53,000

* Table & omicted.
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tncome bracket (Table 4*). However, distribution of income, as measured by the size of
the Gini coefficlent, is shown to be less eguitable in the suburban areas than in the
contral city.3

Among the suburban communitics, income levels and intra-aves equity arve afEected
subdtantially by large concentrations of nonwhites. The high incone community of
Anchotage, Kentucky 15 located in the eastern porticom of the county: however, the wery
low income, predominately Hegro coamunities of Griffytown and Berrytown are also located
in this area. Consaguently within this arvea of ever 6,500 residents, more than 10
percant af the families earn less than 53,000 while owver 15 percent of the Eamllies have
annual incomes in excess of 515,000. There 18 a relatively large proportion of non-
whitea in the low income Hewburg ares, while the Buechel and Okolona aress are lower
income commmnlties which have relatively smaller proportions of monwhites.

Intercommunity differonces In per capita recall sales (Table &%) penerally ceflect
two factors: (&) fncome differences amomg commnities, and (b) the degree to which a
given community serves as a local and regional shepping center. Fer capita retail sales
in the central city excesd that for all ontlying areag therehy suggesting the extent to
which tesidents of suborban Jefferson County, and Clark and Floyd Counties, Indiana,
travel eo the cemtral city of Loulsville to shop. However, the data fo Table 5 indi-
cates a ¢lear trenmd toward the deceatralizaciom of retafl aceiviey as all measures of
retail activity show greater increases oucside than inside the cemtral ciey.

Digparvieticd in the Incidence of Crime and Powvertiy

In the preceding sectiens were presented several factors which are at least partial
measuras of the distribuclon of povercy within the SMSA, 2.g2., income level, percent of
families in the low fncome brackers, percent of dilapidated dwelling units, peccent of
noowhice population, atc., The ditsa presented in Table 4% show both the distribution of
walfare recipients g'h-],r type ¢f agsistance) and the central city-suburb disparity in the
incidence of crime. 8/

Bath the tetal oumber of welfare reacipients and the nwmber of recipients per 104
rgsidents ate shown o be substantially higher in the central city than in the suburhe.
Within the central eity, the incidence of poverty i highly concentrated in the core
(medel city) area. The number of individuale receiving public assistance payments and
the nmbar of AFDC recipients {p&r 100 ]:n]:i.l.ln.t:lm:l in the model ciley area are [wice as
geEedat a® in the entire central gity, and over ten times as great as in suburban Jeffer-
son County cutside the central city. In general, the incidencs of piverty measured io
almpst any tarms is considevably greater im the model city area than in the balance of
the central city (Table &),

Povarcy ourside the central ciey ig not distribuced ewvenly, but in =mall pockets.
The data in Table 47 show the concentration of welfare recipients in the heavily non-
white Hewbutg area, and in the relatively low income-predominately white Buschel and

* Umitted.

5/ The relevant Gini coefficients are s follows: Loufsville SMSA = 1.634%; Louisville
Central City = 1.59%9; Jefferson Coumty = L.664; Clark County, Indiana = L.410; Flowd
County, Indiana = 1.&81.

() The distribution ¢f welfare recipients in Jeffersen County was obtained by an anal-
ysis of address cards of welfare recipients in August of 1965 made available by the
Eentucky Department of Economlic Securfity. Residence of Recipients of Seate-Federal
Fublic Assistance in Jefferson Co 2 preparad by the Health and WelEare
Council of Louisville and Jefferson County, December, 19%53.
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TABLE 5.--CHAMGES 1IN THE SPATIAL DISTRIBUTION OF SELECTED MEASURES
OF RETAIL ACTIVITY IN THE LOUISVILLE 3MSA: 1954-1963

Pargent Increasa

Itegm 1354 1958 1963 1955=-1558 L358-1963

Humber of Establishments

Louviswille City 2,000 2,707 I, 669 I5.3 % =1.& %

Jeffergon County

{Outside central city) 34 509 83z 82.6 103 .6
Bumber of Eaplovess

Louisville CLty 13,020 13,471 12,179 1.5 =94

Jefferson

{Outside central city) 1,033 1816 L, 606 3.1 13.4

' =

(in thousands of dollara)

Louisville Cicy 79,628 105,036 126,786 31.9 20.7

Jefferson County

{Outside ceancral cicy) 7,058 10,570 25 (0 49.7 136.5
Ter ta Sales Receipts

Loufisville City 204 .21 26701 334,26 30. 74 21,564

Jeffarson County

{Dutside central city) &4 .70 e e I 21,05 B39

Source: 0.5, Census of Business, Selected Sarvices, 1955, 1938, L9463,
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TABLE 6.--DIGPARITIES WITHIN THE LOULSVILLE CENTRAL CITY: FOR 1965

Hodel Weighborhood
Hodel Heighborhood Total As a Percent

City Totm Tatal of Ciey Total

Substamdard housing unies 35,900 27 . 590 T6,.9%
Parcent of persons 25 yeacs

and over with less than 8

years of education 2h . 2% 3X. 2% -
Infant deachs az a percent

of birchs per year 2.5% 3. -
Percent of males L& and over

who are unemployed B4 2.3% -
Percent of persons under 21

recelving AFDC payments 6.9% 13.6% -
Humber of families with .

incomes less than $3,000 21,717 13,545 6.4

Seurce: University of Loulsville Urban Studies Center.
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Dkclona areas. The lacge aumber of reciplents in the high income Aochortage area L due
to the existence of two low inceme Regro secticns--Bereveewn and Griffyvoown.

Ftatf{stice on crime rates ate not readily available for individual commenities or
by cengus tracts within the 3M5A. However, a breakdown 1z avallable for Jefferson
County out&ide Ehe central city,; Louisville central clity, and the model city I::.nrn]-
arpa. Comparisons of per caplta total and Ju‘l.rq.nj.'tq. arrasts yield results which are
hardly surprising--the crime rate in the core area i8 75 to 100 petcent greater than
that in the central cilfy, and threa to six times greater than that outside tha central
elty.

These stacisctics on crime rates and public assistance reciplents would seem to be
more than adequate indicators of the spatial distribution af poverty in the Logisvilla
metropolitan area. In thils respect, these data provide & potentlally wseful proxy for
the requiremants for cercaln types of public services and publis investment within the
SMEA,

LOCAL GOVEENMENT FISCAL DISPARITIES

The focus of the above analysis L5 on the identification and measurement of soclo-
aconomic digparities within the Louisville SHMEA. It vemalns to examice the publie
finmances of these ateas in order to make some judgment about intetmetropolitan wvacia-
tlens in fiscal capacity, property tax burden, and existing levels of public gervice as
measurad I}:.' per capita axpanditures. If 1t is shown that the lower income areas--which
have, ae the same time, greater need for certain types of public goods and lowver fiscal
capacities--are bearing the greatest properey tax burden and are net recelving compan-
sating intergoverrmental assigtance, then the role of state-local fiscal policy in re-
ducing digparities in the fesource-reguirements ratio may be called iste quastion.

The objective harte 15 to exsmine incra-SMBEA differences in the level and trend of
expenditures by function, and vevenuas by major source. Two kinds of comparisoms dre
poseible hera: (a) among selected governmental unité--monicipalities and school dis-
tticta=--a% shown Lo Tabkle ! and (b) berwasn the central city and che arca outside the
central clty im general, as sghown fn Table B. Unfortunataly, not all Kentucky cities
are tagquited to file an annual financial scatement with the scate [(inance commlssioner.
Therefore, 1%6 revenue and sxpenditure data ace available for only a small number of
local governmants within the 5SM34, Howewer, gince detailed fiscal data Eor most unlis
of goveroment ate available Im the 1962 Census of Envcrmm:u,l"r certain statistics will
ke presented for that year. Though cutdated In some cases, these statistics are pre-
gented in Atandardized Eora, e.g., pet capita or per 5100 of assessed value, and there-
fore may yield uwdeful information about Llatercommonicy disparitias at & given point in
time,

sparities

Analysis of Lntergovernmental wariations in pet capita general expenditures within
an SH5A 15 complicated by Jiffering degress of Einancial FesponfiBility To HOEl &N a¥s
tent chat comparisons may be meaningless. For example, the fact that Druld HIlls eicy
spant $2.25 per caplita in 15962 while Shively spent 35&.41 per caplta {Takla 7) may
indicate omly the greater breadth of functional respenzibility assumed by the Shively
city govermment, and may nokt imply a differencial in public service lawvels. Ewven L
lacal goverrments did assume financial responsibility for a similar package of public

I/  U.5. Bureau of the Census, Census of Governmencd: 1962, ¥ol. VII, Ho. L7, Govarm=
ment In Kentucky, U.5. Gowernment Frinting Dffice, Washingten, D.0., 1565,
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garvices, there remaind the adsumption that equal per capita dellar expenditures mean an
equal quality of setviced. These shortcomings Iin the data are especially sarious for
this inguiry since the real guestion at hand is whether the level of public services
provided differs spong commnicies and among areag in the Louwiswille metropolitan area,

The data im Table 7 Bhow a comparison of per capita amounts for certain functional
classes of expenditures among Loulsville city and selected municlpalities in the central
cgunty. Becauge aof the aforementioned data limltations, only certain expenditure and
revenue data are availlable for 1964 (though 1962 semary data are presentad for selected
municipalities in the county). Even bearing in mind the fncomparabilities in chese
data, one might draw che inference that per capita costs of most of the common functions
are higher in the centtal ¢ity than in the individual suburban commumitiss. Howewver,
becaude of the substantial number of people commuting into Lowisville to work or to
shop, central city cost per resldent is probably consldersbly bigher than central cilty
codt per perdon serviced. The data in Tabla B show per capita expenditures insida and
outside Loulsville central clty and resnforces the contentlion that par resident costs of
cartain services are decldadly larger im the central elty.

Par scudent expendlturas by the three school districta show 4 genetrally inwverse
relationship wicth income level--the telatively small Anchorage district spending sub-
stamtially more than either the Jefiferson County or Loulgwille city districts. Ower
tha period 1%63-1%66, per student expendltures by the clty and county school discricts
actually declined while that of the Anchorage district inecreased slightly. Meanwhila
average dally actemdance lnereasad by 3 percent In the Anchorage district, I percent in
the Louisville cicy district, and 19 percent in the Jefferson County district. There-
fore, while expendicures Lo the county System grew {(thouph they did not Keep pace with
enrellmant), ciey syscen education expenditures ackually declined.

Enrollment in parechial schools in both the central city and in Jefferson County
ouiside the central city is considerable: in 1966 approximately 33 percent of entoll=
ment in the central clty was in parochial schools while the corresponding figure for
Jefferson County ocutside the central clty was 2] percent. Ower the L%64-66 perioed,
enrollment in parochial schools declined im the cenctal city buk increased slighetly in
the county. Consequently, while the existence of private schools presently reduces the
education burden on the public syetems more for the central city than the outlying areas,
tha trend in paroechial school entosllments fpside and outside the centtal city is in the
opposite direseion.

Rewvenae I:iaEtiI:;tl

The major sources of local govermment revenue in the Lowlsville SHMS3A are the prop=
erty tax and an occcupational license. State grant assistance to local units ls signif-
icant only for educatiom, though fimancial responsibility for the highwar and welfare
functions are highly centralized,

Average per caplta assessad value Ls substantially lavger in the suburbs than in
the central city, and among the saburba, is grestest in the high fncome Anchorage and
Audubon Park areas. Effective property tax rates,2’ on the other hand, are higher in
the central city than in most suburban areas--Loulsville ciey at $6.36 per $1,000
assessed wvalue 45 1.8 eimes greater than the mediim income Shiwvely community. Effective
tax tates computed fn chis fashion on 1962 data may be nisleading since property was

ﬁ.l' Local revenues Eor education im the central city £ell from $11.]1 million in £iscal
1963 to $9.6 million Ln 1966, Public School Finaocial Analveds, Kentucky Department of
Education, Bureau of Adninistracion end Finance, 1966, p. 37.

5/ Computed hetre as propariy tax revenues pet 51,000 assesded waluation.,
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TASLE 7.--DIAPARITIES IN FIACAL CHARACTERTSTICS" AMONG WUMICIFALITIES AND SCHOON, DISTRICTS I8 THE LOUDIVILIE SHEA:

Loufavilis gr. Eruld
{csnral Ticy) Maghess Hille Shively _ tem
§oheol popelation, 1960% 350,639 a8 Ghk 15,133 1,451
Behool popelstion, 1966Y 390,100 14,000 = 20,000 7,800
Par capita sxpeodituras
1963 123, 30 520,60 82,25 GeSAl =
1966 183,10 L5.BF = RES ] 7133
Fer capita general
EevEnuis
1z (i .0 = §7.T72 =
19%4h B0 - A, B 21466
Fer caplia lslecgoveso-
BEALAl TEVEILES
19432 18.00 .85 -
1566 T8 AY = = - -
Fer ciples properly Can
FEdEnIEE
LRED 625 16325 = Y =
184 1561 115 a 10,61 12,018
Far capics ampamesd
walun
1904 & 00 5 8577 = &,278 5.LEL
Effective propercy Tax
rabada
1366 G526 .43 - 1.6 2.2

*eunielpal characceristica sre expreapsd on o per caplin (190 amd

Pirazage daily atrendance Lo school dDstricte in 1963 snd 1946,

CEntdpates of 1988 populaties,

a}‘ru-pl-rl.'_r Enx coverums pe? 1,000 of arseseed valus,

Jeffereon- Audubcn
Fark

2,87

$20. 8%

20,33

0 kE

7 DA

Indisn Jaffersonville Hew

fechorage Hills _ (Indlane)

FOR 1962 AHD 1564

DlekicicEs
Albary wviile Jaffersos

—Clts GCopsfy  Anchocage

i.1F0 Bl 19,533 37 ELd A4 BT 55,347 i
- - 20,0805 38, FEA% 45,787 05 8454 Ty
- #3661 §30.51 $33.04 $ I ¥ a4l ¥ &0l
- 38,53 - - k1] 433 BED
- 54,91 §3.83 T8 16 a4l BOL
- 48,03 = - 36l L) a0
- - B. %L b.H 15T B4l (]
a - - - % 181 Lar
- 55.93 3761 3,33 155 D B
- &5.73 - - ] el 4 [1: k]
. i, ¥E7 - - LE,430 1F GBS E7 19
= ] = - 1.60 2.07 .80

1965 population) basls, school dlscricr charadteristics on

a per abpdent (1967 and 1966) basli.



TARLE E.--ESTIMATES OF PER CAPITA EXPENDITIMES INSIDE LOUTEVILLE CEMTRAL
CITY, IN JEFFERSON COUNTY, EENTUCEY,D AND IN THE ENTIRE SMSA:
FOR FISCAL 1965

Louisville Jefferson Total
Funetionb Central City County SMSA
Follce 5 12.65 § 10.0% 4 %.18
Fire 1o.48 B 04 5.04
Strects da Th 462 348
Sewerage 5. GE 5.78 5.62
Health 722 B.T1 LZ.77
Welfare 0. 00 3.59 5.03
Debt 341,58 13,94 1i6.16

1pcluding Louisville Central City.

blnnludta only current expenditures, except for the police and fire
functions where no breakdown is possible.

Epurce: Loulsville data from Operating Budget, City of Louisville,
1964-65. County and SMSA data from U.5. Bureau of the Cen-
sus, Local Government Finances im Selected Metropolitan Areas
for 1964-65, Series GF-No. 9, U.5. Government Printing Office,
Washington, D.C., L1966,
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aggeided oo a fractional basis in chat year dand Che median assessment ratio was not the
game in the clty and the county. Woewever, the great diffecences sbiderved in Table 7 sup-
EeBE Ehaf pEoperty tax bufdend wefe, In Fact, highsar in Fhe cenffAl cify than in Ehe
suburbs:

Among the three schasl disfricts, Anchorage, with &nly 279 #tudents in avarage
daily attendance; has a per student assessed valoe and l',l:q_'l:l:n.lizl:tl:l! effective property
cax rvage gregfer than that of elrther the ceptral ¢icy ot county school discrices.
Though the Jafferaon County Jiscrict has a per student asnassed valoe only sTighely
greatetr than the Lovisville eilcy disrrice, the (equalized) effective tax rate {8 sub-
stantially higher Lo the county.

PUBLEC POLICY AND-BMEA DISPARITIES

The questions tafised o this section are not why core city-suburban disparities in
sociocconomic characteristics hawve arleen; but whether or not govermmental palicies hawve
had tha affacE of accentuating or reducing imbalances in nesde-rescurcos gaps.  In ques-
tiom here 15 the invelvement of stace, federal, and local gorormments in the metropoli=
tan avea i8¢ amd the mapner Lo winich peblic sction has eifecred both sociosconomic and
flacal digparities in Fhe Toufaville SHER, OF secondary comcefn 18 the effeck on the
Iﬂ.ly:li':f.t'i.ﬂ-ﬂ af M'EWEIJ'.:LI! acrion.

DiEecE State Assistancs

There ate theee pensral methods for states to rvender direct Einancial assistance
to urban ateaf--direct grantd, shared Etaxed, and difsck dEate expendiEoféEl, SEafe
assistance to local wnits io Kentocky takes the form of wducation grants amnd direct
expendituras for certaim programs, most notably welfare and highways. Dicece state
axpaudll:ur:a for highways has at least a neutral effect on intra-mefropolitan digpari-
ties; however, for the poverty=linked welfare and health functions, it is probabie that
state funds have been distributed between Che central civy and the suburhs and within
the centtal city sn a& o hawe a disparity-feducing affeci.

The serious central city-suburban imbalances in seclioeconomic compodition which
wate desctibed Lo the greceding sections are reflacted in the achicvements of students
in the lécal #choal #vstems. In 1966, approXimacsly 37 percent of nwinth graders {o tha
county achool system were godng on to complete hiph scleol, while ooly & peccent £ the
clty swsfem were complating che rwelfth grade. One-half of the 1386 graduates ol tha
county schonl system entered callege while only 15 percent graduating from city schaools
did so, and less than | percent of 965 gradustes from county high schools ate estimated
to be wiemployed while the sarimave for central city graduated is ower ¥ percent.

It would appear that thess disparities have besen accentuated rather than ceduced
by the dtate distribetion of aids between the two schoel districte.  Doth pec student
revenued from local sources and pef sfudent atate aids are higher outside the central
eity (Table ). Therefore, the seare {8 making & graarer per stodent contribution to
the county schecl district which has Lhe gresler respurces At its Jdisposal and whooe
atudents are already achieving at higher Tevels.

Furthermore, LL Che per sowdent gost of educacion is greater in Lhe poverly aféas,
the centeal eity-suburh disparify is aven greater than Ehe diffefencd In Che L Tar
amonnt of per student soclay.

10/ Helding Power and Graduates, Mwlsion of Reseprgh, Sfate Lepartmeat of Efvcation,
Frankfort, Kentucky, Hatch, L1967,
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TABLE 9.--PUBLIC SCHOMOL FIRANCES: SELECTED STATISTICS FOR 19263 AND 19466

Louigville City Jefferson County Anchorage
School Disccick EE'hnn‘.I. IHstcick School I:Iill:tisl‘.
Average dally attendance 1762 &5 BTE 55,37 266
1964 55,007 65, B4 213
Par student equalized 1962 513,325 412,183 518,359
apgegged value 1964 12 430 12,6648 17,269
Effective tax rate® 1962 61D 56 1. 0449
1964 « 5 d o Tl LG
Per spudent state Ttevenue L9632 127 181 115
1966 134 161 137
Far amudent local revenue 1962 259 anh LA9
1966 209 262 483
Fer student total revenue 1962 376 s51 &0L
1964 363 5213 G20

ATpral revenue produced by local taxes divided by the equalized assessed value of ths
cotal property in the school districts.,

Soutrcat Public Schosl Financial Analysis, Bureau of Administration and Finance, Ken-
tucky Department of Education, 19646, p. 37.
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State Action and the Local PI.'DEEItI Tax

The state goverrment in Eentucky provided a partial solution to the fiscal prab=
lams of the Louisville area and the growing central-suburh disparities, throwgh action
taken at a special session of the state lezislacure in September of 1%65. The special
sesaion was called to consider two majer problems: (1) The State Court of Appeals had
aordered one year sarlier that all properey in the state be assessed at L00 parcent of
fair market value, [nstead of the existing median state ratio of 27 percent (34 to 34
percent In Jefferson County)}. One purpose of the special session was ko consider adjusg=
menkts in the property tax rates bo compensate for the court tequirement of full wvaloe
assessment. (2) The two Jefferson County school districts were facing a serious finan-
clal crisis after local residents had twice defeated proposals to ralse additiomal reve-
nues for the educatfon funetion.

The Kentucky statutes limie the property tax rate of all school districes and
cities b0 51.50 per 5100 of asepessped valwakion, and the rate of county governments Eo
S0.50 per 5100 of assessed walua. Since property was assessed at approximately one-thizd
of full walue prior to the eourt decisien, effective property Cax rates of local govern-
nents in the Loulswille SHEA varied rouwghly betwesn 50,50 and 50,17 and there existed no
upward {lexibility in these rates,

The court ordered local assessors bo inflate asséssed valuation by the recipro-
cal of the existing assessment ratio E,ah 2.63 is the reciprocal of & 38 percent
asFessment ratlo). Howewer, only medlan assessment ratios had been computed in the
state, and to apply a copstant multiplier to each parcel of property would only magnd £y
the existing inequity., To achieve a greater degree of assessment equality, an office
reappraisal was comcurrently undertdaken by the office of the Jelffersom County Tax Commis=
plomer.ll! Local goveroments were ordered o reduce property tax rates by the same mul-
tiple ag assessed value was raised in the county, f.2., in such 4 way that the property
tax wield would be the samne: before and after the LOO percéent ruling. Local units would
then have the cption of raising the rate, ptwt-d.zl:l that the estimated yield for the prop-
erty tax would sor lncrease by more than 10 percent. Hoth the Lowisville city and Jef-
fergmm County school districts, and the Louisville clty governwment exercised this optiem
Lo 1965, while the Jefferson Coanty government did oot choose Co [ncredse rates. The
game 10 percent optional maxdmgm yield increment is in effect for 1967. What acbion Fha
local units will be allowed fo take on propecty tax rates after 1967 has not been decided
at this wricing.

The effects of this court declsion on lecal finances In the Louisville area nay
be seecn from Tables L0 and 11 which indicate the actudl increments in assessed valowe and
tax ratga. With reference to the centeal cicy-suburbt disparity in property tax abilitcy,
che court vuling probably has the affect of lessening a growing imbalance, Prior to the
full value decisicom, the city govermment had reached the legal wate ceiling and the con-
tribution of new comstruction €o the tax rells was considerably less im the central city
than in the suburbam area (pote the races of increase in assessed value shown in Tabla
10}, Giwven that the natural increase in assessed walue outside the central eity will
continue Co exceed that inside the central city, the court ruling provides the city of
Lounisville with some (rate} £lexibility which tends to peduce the disparity In proparty
tax abilicy. But since property tax burdems in the central city are already greater than
burdens in the suburban areas, forther increase would only enlacge this disparity. Con-
varsaly, this state action will make it possible for the city schooel district to reduca
the disparity in effective property tax rates between the city and county school dis-
tricts.

1Y por a more complete discussion; see J. E. Luckett; "The Adninistrators Bespomse to

Full Value Assessment," Proceedinge of the Fifty-Hinth Anvwal Conference om Taxation of
Lhe Hatiogal Tax fssociation, 1966, pp. 190-203.
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TABLE 10.--EFFECTS OF 10} FERCENT ASSESSHENT
OH ASSESSED VALUATIONS IN JEFFEREQR COUNTY

{hallars)
Louisville Jafferson County Jeflerson County
(Central Gity) (Total) {Ourside Central Cigy)

Total Assassed

Vel a

1985 51,595,525.75%0 53,123,733,350 51,528,207 600

1965 535,002, 240 1,038,264 299 504 , 262 059

1965 529,518,760 1,002,081, 7460 472,563, (0
Per ASSe5S

Value

%66 b HIG 4, B4 5,697

1965 1,313 1,569 1,845

1964 1,361 1,540 l,ﬂ-l:l?
.ﬁ.w:l.‘ggz Anmual P'll:Eﬂ'l.l'.

Increage in Tn-En.I

Asspns 1

1957=1965 2.1% b, 2% 5.5%

1965-1965 195 .0 20,5 203.0

213



TABLE 11.--EFFECT OF 100 PERCENT ASSESSMENT ON ACTUAL
PROFERTY TAX RATES IN JEFFERSON COUNWTY

Actual Rate 1965 Actual Rate 1966
per §100 pexr 5104
City of Louisville §1.50 0. 501
City Echool District 1.50 0. 547
Jafferson County 0,50 2.171
County Sehool Distriet 1.30 0. 570
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State Action and the Doeupatioral License

& gecond purpose of the special legiglative sessiom of 19653 was to consider the
problem of financing education in the Lovisville metropolitan area. The raesult of the
sagsion was that the Legislature authorized school districes in Jelfferson County to im=-
pose the same kind of occupational licemse tax as that adminlstered by the city and
county govermments, nof bo exceed ome-half of 1 percent of (a) salaries, wages, comnis-
sions, amd other compensabtions earned by persons within the county, and (b)Y che met
profics of all businesses, trades, occupations, and professieonms, for activities conducted
within the county. The revenues are to be shared by the owo school districts om &n en=
rollment basis.

Giventhe differential in fiscal capacity between the central city amd the sub-
urhs, and the fact that per student direct state alds are greater to the coumty schaol
district thanm te the eity, Lt may be argued that the net effect of this state authoriza-
tion is in the direction of reducing the disparity.

The occupatiomal license has beesn levied by the Loufswille cicy goveroment sines
1969 and by the Jeffersom County govermment since 1961 (at a rate of 1.25 'ptI'E'I:I:'IL'}. and
acoouncs for over one=fourth of all general revenuoes of both the city and che county. In
2ll cases, the collastion is administered by a Sinking Fund Commission. Workers emplogyed
within the clecy are not subject to the county tax and, in cases vhere lncome L5 earned in
both the city amd the counky, the tax g prorated between the uvnits.

Division of Refpongibility Jumong Local Coverrments

Prioe co 1960, the city of Lowisville had been saddled with tespomsibility for
a nmber of what might ordinarily be expected to ba county government functions. Fur-
ther, the councy contribution for the suppeort of a number of Jjoint agencies was consider-
ably less than that made by the city. The basic peagon for thiz divieion of fipancial
responsibilicy was the limiced flscal ability of che county goversment. The effast was
im part & dreain on central city Funds to support certaln public services outside the cen-
tral clty when, in fact, per capica needs were greater in the central city.

The primary source of county revenue before 1960 was the property tax, the rates
of which, as indicated above, are limited by the Hentucky Statutes te $0.50 per 51080 of
agsessad valuaeion--a ¢eiling which was reached by the county goverfment more than a
decade ago. Though receipts from the property tax increased substantially over the 1%50-
1960 decade because of a rapid increase in population outside the central city, theare
remained a need for additional funds. Conseguently, in 19539, the coonty enmacted a 1.25
percent business and occupational license tax to be adminlstered aleng with that of the
clty by the Sinking Fund Commissien. The data in Table 1} indicate the velative impor-
cance of the ccoupational license as & source of revenue to both the cicy and the county.

As a result of the increased cevenues of the county government, there cccurred a
ghift in the degres to which the cicy and county shared in the financing of certain func-
tions. The county immediately aspumed major responsibility for local welfare assistance,
and the county appropriation to the University of Louisville increased frem 540,000 in
1959 to $570,000 by 1965, Similarly, the county appropriatiod to the Board of Health and
Public Libraries incressed by significant amounts.

The net effect of this balancing of the fiscal abilities of the cicy and county
govermments 18 a reduction of the dispariecy in the resgurces-requirements racle betwaen
the arcas inside and cucside the central ciey. Given that the level of needs for certain
public services 1s greater fnside the cencral city In part because of the higher inci-
deénce of poverty, and that fiscal resources are grester outside the central city--this
redistribution of Functiomal responsibility resulted in the clty govermment having a
greater proportion of revermues free to devete to fnternal neada.
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TABLE 11.--DOCUFATIONAL LICENSE AND PROPERTY TAX REVENUES OF
LOOISVILLE CITY GOVERMMENT AND JEFFERSOH
COUNTY GOVERNWMEWT: FOR 1966%

Louisville Jefferson
—City —Sounty
Occupational license Cax
collectiong:
Tatal 513,809,959 §6, 082,260
Per capita 35.40 23,325
Fercent of total revenue 1R L33t
PFroperty tax collections:
Total § 9,209 382 85,596,300
Per capita 23.61 B.36
Percent of total revenos «39% 3T

‘!ilﬁll VEAT .

bpar capita occupational license collections for county government ace
on & bazis of populacien in Jefferson County but outside the central
city. For county government property taxes, the per capita base is the
entire population of the county.

“The occupational license is adoinistered and collected by the City of
Leulsville Sinking Fund and mot all colléections in A& glven year are
cransferred to the eity and county general funds, Thersfore, occupa-
tional license revenues es a percent of total gemeral revepues is lower
thapn would be a comparable statistic computéd on a basis of occupational

license gollections.
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Hunicipal Development Policies

Core city-suburb and suburban inter-communicy disparities have been alffected to
a great extent by recent atacte and local actiens concerning incorporation amd ammexation.
A8 noced above, the Louisville SMEA is fragmented politically by 129 Local goveroments
(67 of which are located in Jefferson County). A comparison of Census of Govervments 12/
statisties ipdicates a growth Iin this fragmentatiop over the 1957=-1962 pariocd. These
data veveal that Jefferscm County was overlapped by 48 local govermments in 15957, which
means 4 net increase of 21 local unite over the Five year perisd. Most of this Increment
was dus to the incorporation of 15 municipalieies (9 of which had 1962 populactions of
less than 1,000} outside the central city in JeEferson County,

In addition to this mmicipal incorporation, the city of Lowiswille has ammaxead
approximately 2.17 square miles in the period 1959-1967.13 The net effect of this
annexation has probably been im the direction of reducing central city-suburban fiscal
disparities. Since mest of the annexations were iniftlaced by subdividers, 16/ it would
geem redsonable to assume that the annexed areas were primatily new cesidencial develop=
menks., Hence the contribution fo the central city tax base most probably exceeds the
incremental costs of serving the new areas. In contrast, recent ammexation by the ciky
aof 5t, Mathews works in the direction of increasing ecentral clty-suburh differences im
tax bupden and in resource capacity, New Incorporation and sannexation would have a com-
sidevably greater impact om disparities, 1f the clty of Louisville relied more heavily
on the property tax ds 4 gource of revense. But because over 20 percent of municipal
reévenues dre derived from the ocoupatiomal license which is levied on earnings at the
plﬂ.-c-& of employment, residents of subourban commmities escape only the city property tax
if they commate to work im the central eity.

Regional Covermment Policles

Goverrmental consolidation, the formation of special districts and increased
interlocal cooperation in the Louisville area have resulted in a greater unilfermity im
public service levels (espacially in the provision of water and sanitary sewver services)
within the 5M5A. Up co 1965, the Louisville Water Company furnished a relatively high
qualicy and low cost service to residents of the central city amd some suburbks, while a
nusbar of small distribubor systems in the counkty Efurnished a generally lower qualiky
s#arvice At higher rates., However, in the past two years the Louwlsville Water Company has
purchagsed all but two of the smaller distributor systems. Though this consclidation has
probably resulted in a reduction of warlations in the quality of services, and in & Te=
duction of water vates in the county, user charges are 20 to 15 percent lowver inalde than
outside the central clity area.

Daparities in sewerage services in the SMSA have also been reduced through the
provision of this service on an areawide basis, The maintenance, operation, and exten=
slon ol sewer facilities is the responsibility of the Lowisville and Jefferson Metropol-
ftan Sewer District. Approximately 90 percent of operating revemies of the MED are de-
cived from metered service charges of the Louisville Water Company. However, the effec-
tiveness of the HSD in equalizing service levels in the county had beem limited by the

13/ y.s. Bureau of the Census, U.S. Census of Governments: 1957, Vol. I, Ho. 2, Local
Goverrment in Standard Metropolitan Areas, U.5. Governsent Printing O0ffice, Washington,
B.C., 1957 and 0.5, Bureau of the Census, Census of Govermmencs: 1962, Vol. V, Logal

Goyvermments ip Metropolican Aress, U.5. Government Printing Office, Washington, D.C.

13/ John C. Bollens, "Annexstions of One-Fourth Square Mile or More," The ici
Yearbook, The Intermational Clity Hanagers Asscclation, 1959-87.

L/ 1pid.
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restrictions placed on its powers im areas beyond the Lovisville city limite. Frior to
1964 legislation, the M3D was limiced to contemcting for sewer extensioms into unincet-
porated areas of the councy. In order to make an extension (which would be financed by
specidl assessments) Feasible, full financial participation by the property qumers was
needed. Thus a minerity in a given area could effectively bleck an attempt to extend the
city sewer system.

A 1964 bill, drafeed by legislators of both partties, auwthorizes the MSD co set
up constructlon subdistrices and build sewers within the confines of thoseé areas. The
extenslons are to be financed by revenus bonds tied to wser rentals and charges in the
gubdigtrict. The bill provides for alternstive methods of financing: ({2) sewer assess-
ments based on either area or agsessed waluation, and (b)) payment to the sewar district
by the subdivider (who i Purn passes the cost on to home buwyers). Flacing the initia-
tive and the burden of the cost on the benefited parties Temoves the objectlons of cemtral
city residents whoe have reacted against suggestions of areawide finamcing af extenzions
of the existing system inte the county. Since 1565, 13 comstruction subdiserices hawa
been created in Jefferson County to finance the extensiom of sewage disposal Facilicies.
Further, the HSD has assumed (by contractual arrangement) the maiptenance and operation
of 3T smaller teeatment plancs in che county. These measures have ralsed the gquality of
service in suburban areas aml have reduced fhe wide service level variacions among subur-
ban wnics.

Yet a third general type of regional govermment policy which may have 4 subscan-
tial effect on disparities within the 5MSA L3 a strenpthened arcawide planning effort
and increased [nterlocal govermmental cooperation. HRecent grate planning enabling legis-
lation (1966} was enacted to correct deficiencies in the old legislation and make oniform
provisions for planning in cities of all classes. Basically, the new law provides for
{a) broad guidelines whereby cities and counties may organize to ascahlish comtywide and
reglonal planning prograns, (b) the minimsn requiresents amd procedores for a comprehen-
sive plan, and (¢} administrative procedures, enforcement procedures, and penalties .15/
Since this legislation, pracrically all comunities with accive planning programs hawve
rearpanized te comply with the new requiresents. The Louisville and Jaffersom County
Planning Commission is, under statutery authocity, the ooly official planning bedy for
the city of Lovisville; Jeffersom County, and all other mumicipalities within the county.
All pubklic improvements of any type undertaken by any public body, commitsion or agency
must ke certified by the Planning Cormlssion as being Iin accordance with the wrban area's
comprehenaive planning, i.e., the officially adopted Haster Flan, any approved interim
component of the plan, ot any approved adjustnent co the plan.

This establistment of a comprehensive planning effort In the Jefferaon Councy
EHEA 18 potentially & factor which will tend to reduce central eiby-suburb disparities
primarily threiugh the adopticon of a lomg range plan for the location of new commmity
facilicies and the replacement of cutmoded public faeilities. Included in the public
facilities plan are parks and recreation, schosls and other sducational and cultural
facilities, utilities, fire scakiems, police statioms, jails, and other public effices
or administrative facilities.

In addition to the efforets of the Planning Cowmissieon, disparities may also be
reduced through interlocal copperation with the 5MSA. Because of the fragmenced nature
of local govermment in the metropolitan area and becauwse che Loutsville SHMEA includes
two Imiiansg counties (Clark and Floyd), the kind of incerlocal cooperation required for
che solution of urban problems L8 especially complex. Hewever, much progress has been
made gloce early 1965 in areawlde planning and in the arsawide provision of certain pub-
lie services through interstate and interlocal cooperation mmong local governments.

15/ Kentucky Department of Commerce, Planning legislacien, 1966 (Frankfoert, Eenmtucky),
1967,
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Even though the Kentucky and Indiana portioms of the Loulsville SMSA are physic=
ally separated by the Ohio River, the interaction between Llocal govermments in the two
states is substantial and has impercant implications for cthe provision of public services.
It iz estimated chat approstimavely 9 percent of Jefferson County employment commutes from
the Indiana counties while approximacely B peig nt of Clark County and 7 percent of Floyd
County El.pi-u-:.lmﬂ'lt regide in Jefferson County. In additiom to met in-commiting to
place of employment, it is also probable that there is a net inflow to the Keatuchy side
of the M54 for other purposes, =.%., shopping, =ntertainment, and commutbting to classes
at the Univeraity of Louiswille, These inCerdactions suggest immediately chat & major jeb
requiring interstate cooperation of local govermments is that of developing and coordi=
nating an adequate transpartation network. EState highway departments have long had an
agreenent on the division of respomsibility for the malntenance of the bridges owver the
Ohig River. A comprehensive metrepolitan areswide cransporcation study is now undetway,
being joincly undertaken by local goveroments in Che SHSA and the highway departsents of
Lha Lwo Stabes.

For public functions other than transportatiom, g.g., law enforcement or fire
fighting assistance, the interaction between the states has procesded on an informal
basis. Recencly, an advisory body has been created co promote interlocal cooperation om
a more formal basis in the metpepolitan area. The Falle of the Ohie Metropolitan Council
of Governments L8 4 newly-sscablished organization having a broad mandave foF study,
planning, and accion. Its organization is partfally an outpgrowth of 4 new federal empha=
gia of requiring comprehensive reglonal planning on a metropolitan lewvel as a prervedui-
gite for continpued and expanded grants to local communities. In this regard the funceion
af the comneil is to serve in an advisory and coordinacing capacity in evaluating and
defining the plapning needs of an area, establishing policies in regard to the plaoning
program, and in designing & concipwing planning program.

The govermments of the city of Louisville and Jefferson County jointly finance
& nmber of public agencies. Among these are The Yowth Commission; the Public Libraries,
an Air Pollution Control Bdstrict and a Department of Traffic Epnginearing. In almost all
cages, the city govermment contribution is substantially larger than that of the county
-=though this difference has been reduced in recent vears. The provisiom of sanitary
scwzge sarvices (ses above) is now made om an areawide basis in that che Hebrepolitan
SBewer Discrlet hag assumed Che maintensnce and opetation of 37 small treatment plants
and digtribution systems in the coumty. HWinety peccent of the operating tevenues of the
HED are derived from wser charges, though financial sopport for the other agencles comes
primarily from the city and coumty appropriations.

Finally, the Kentucky Interlocal Coopetation Act was established to enable coop-
eration ameng local govermments in the provigion of public services. This Act permits
localities to enter inte an agresment for joint or cooperdative action, and Co borrow man-
ey and issue negotiable revenue bomds to defray costs incident to the performance of the
designated function.l?/

Other Local Goverpment Policy

Two local govermment poelicies which bear examination in that each affects dis-
paraties within che 254 are (a) local geverrments’ wse of service chatges, and (b) Lo-
cal govermmants' wse of fedaral funds for urban development.

18/ Charles Carrison, Intercounty Commuting in Keptuchy, Buteau of Business Research,
University of Hentucky, Lexington, Eentucky, 1961,

17/ 3ee Eentucky Law and the Cities, Informational Bulletin Ka. 5, Eentucky Legislative
Regearch Commiggion, Framkfore, 1966, p. 32.
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The ciey aml county occupatfonal license might ke considered a user charge in
that it is a payment for the privilege of working in the cencral eity {(or in the countyl.
In this respect, this method of financing has greaely reduced ome of the most serlous of
the digparieies, f.&., the growing gap, inside the central city, betueen expendicure re-
quirements amd Eiscal resources. This gap is created parcly by the high levels of need
in the central city for poverty-linked services and partly by the low Ffiscal abilicfes of
the central city, and is magnified by the cost of providing services to nonresident come
munities,. If the city relied more heavily on the property tax, the needs-rescurces gap
wpuld most certainly be greater; howaver, the licemse fee results in an assessmaent on
these nonresidents for the use of city serviees.

In addition; the city of Louisville received approximately 11 percemt of opera=
ting revenues from user charges In 1%66. Both the Lovigville Water Company and the Metro=
pelitan Sewer District also derived a majority of their income from user charges. How-
ever; in both cases residents outside che central city generally were asgesged a higher
rake.

Local governments in the Leuisville area have made extensive wae of fedaral
funde for urban tedevelopment. Because this rebuilding is aimed primarily atk low income
flum neighborhoods, the renewal projects must be considered as comtributing to the redoc-
cion of digparities within the SMSA. Approximately 1,006 acres are included in the six
urban renswal projects cortently in ewecution, with local govermments contribuoting
approximately 12 percent ot tetal federal-local support. In addicien, the city's Hewsing
Code Complimpce program has brought a8 cogal of 5,400 deelling unics-=in cthe core city--
from substandard status to conformance wicth Code standards. During 1966, over 17,000
dwelling units were inspected, 4,100 of which were [ound in noncompliance with the Hous-
ing Code. It Lg estinaved that ever 5,000 units will be brought into compliance during
the year 1967.13/

Federal Govermment Policies

Federal govermment involvement in local finances may cake che Eorm of {a) a
grant or loan directly to the lo¢al area for health and hospitals, educabionm, highways,
and welfare, or (b} urban development assistance--either matching grants or lending and
insurance activity inm the private housing area. Table 13 shows federal aids in the
Louisville arewa by genaeral functien for the fiscal years 1966 and 19%67. The largest
gingle portion of these funda is devobed to highway construction and distributed through
the Eentuwcky State Highway Department. The net cffect of these funds on central clity-
subuel disparities i probably neuateal. The over 58 million in federal alda for educa-
tion purposes is distributed in such a way as o equalize disparities, since the city
school district receives two to three times more thian the county districts (it is worth
noting, however, that the city district received 3.3 times more than the county im 1966
bot will receive only 2.3 times more in 19671. The great majority of federal gramts for
health and welfare in the metropolitan area are distributed within the central city and
therefore tend to have the affect of reducing disparities. In sum,; the digparity redoc-
ing effects of federal funds waed for education and health-welfare are obvious.

The effect of federal assiscance for comeunity facilities, imcluding highways,
on intramefropollitan disparities 8 less apparent. Alds for urban venewal, melghborhood
facilicies, and low rent public howsing assiscance reduce imbalances by redeveloping or
rehabilitating dilapidacted areas in the central city. Cooversely, federal assistance
for sanitary and storm sewers resulbs in the provisiom of a more homogenous coumtywide
level of services--in some cases by wpgrading facilities outeide che central city.

18/ Ciley of Louigville Hodel Ciey Application, Abstract, University of Loulsville Urban
Scwilies Center, Lewisville, May, 1967,
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TABLE 13.--FEDERAL GRANTS IH THE JEFFERSON COUNTY AREA:
FISCAL 1966 AND 1967

(Dollars)
196G 1967

Education % B,687 000 F 9,970,000
Commmity facilities 25,551,195 48,897 3487

Highways G 5 T00 e 11 400, 000

Incerstate highwaya G 0y (el 10,800, DD0

Low vent public housing 130, O 2,821,000

Urban tenewal 8,077,195 11,752,387
Health and welfares 2,136,000 b T
Other L0 Oy 260 , 000
Total 536 476 ,195% 561,607, 000°

11966 figures include $5,561,000 of approved loans. 1967 figures im=
clude 52,850,000 of approved leans and $1,%77 4500 of grants applied
for but not yer approved.

Sources Survey by William Warner for Urban Development Committee of
the Louisville Chamber of Commerce and published in Loufs-
ville Busingss Trends (Louisville Chamber of Commerce, Louis-
ville, Kentucky), Februavy, L4#G6.
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& FORECAST OF THE TREWD IM 5354 DISPARITIES

The pattern of populacion growth and industrial development in the Louisville
SMSA will probably increase many of the disparicies disgussed above. The centrifugal
pattern of residential growth and the continoed movement of Industrial and retail acelw-
ities to outlying areas will increase socioecondmic and fiscal disparities between the
areas inside and cutside the central city. Cooversely, an imaginactive plan for the rede-
velopment of the Loulsville slum areas shoold substantially reduce the disparities Ilnside
the central city.

Central CiEy-Suburl Dloparicies

The Jefferson County area ls characterized by substanmtially higher imcomes in
the suburbs than in the central city, and among suhurhs, higher fncomes in choese Located
in the ecasterm end of the county. Tt is forecast that this pattern will continue Eo
describe the distribetion of income within the county owver the next decade and will in-
censify since 1t is predicted that the sast end of cthe county will enjoy the most ::Fiﬂ
residential growth and generally the greatest in=movement of high income families.

In addicion co cthe outward movement of cesidencs, Iindustry has been increazingly
locating in sparsely seccled areag in the orban fringe, especlally in prescige locations
along freeways or planned freeway routes. The metropolitan area transportation plan
defines a systam of freeways in the county which makes suburban indoustrial locatioms
increasingly feasible. With the movemant of population and iedustry to suburban loca-
ciom, the commercial and service sectors have migrated from the central city in signifi-
cant mumbers and the prospects are that this trend will increasae.

This suburban migratiom of population and commercfal and indostrial aceiviey is
nek wichout its edffect on the local fiscal structure. O the revenue side, this growth
pactern tends te increass the central city-suburb imbalance in the capacity to finapce.
Lecal govermments servicing the area outside the central city will benefit from suburban
industrial and residential growth via increments in assessed wvalue, and increments in
aecupaticnal license coellections steaming frem greater employment levels. However, this
growth will alse resalt in gredter requirements for public facilities in these suburban
areas and hence greater fiscal needs. The imbalance bebtween the city and county in the
financing of the sducation functiom will nmot be affectad as substantially by suburban
growth because of the special arrangement for the uwse of the occupational licemse for
edugacion purposes--¢ollecced on A& countrywide basis but discributed between the owe dis-
crlees on the basis of entollments.

A projecced increment {n the gap between the fiscal ability of the cenctral ciey
and the suburbe does not necessarily present a disparity which should be cortected by
public action. BRather the Ilmporcant question is whether the flscel rescurces-expenditure
tequirements gap 18 becoming increasingly differvent berween the central city and che sub-
urban areas. Accompanying the decentralization of econemie activity in the Loulswille
SMSA will be an ifncreasing reduction in the extent to which nonresidents provide a drealn
on oumicipal services (via che trip to work, shep, encercairmént, etc,). Bub, on the
other hand, the prevalence of poverty in the centval city requires public services which
may cost more per wnlt of population served.

In summary, because the city governmment lavies an occupational license, and
because local support for public schools is diseributed between the school districts

L3/ pemographic Data Summary for Metropolitan Louisville: Flarmed Sprawl, Test Projec-
elong (Louisville and Jeffersem County Flanning and Zoning Commission, Louisville, Ken-
I'.:.l.r_'h;r:l-. 1966,
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ig distributed between the school diseriets partially on a basls of meeds rather than
where the revenues are raised, the growing socloeconmmic and fiscal imbalances bebween
the central city and the suburbs do not have comsequences as serions as would be the
case otherwlse,

Disparities Within the Central City

The hard core poverty area of the SMSA 18 a predominately Hegro sectlon con-
taining approximately 40 percent of the central city populatiom. Loulsville's model
city proposal is designed to reduce this intracity disparity through redevelopment of
this slum area. The original model city proposal was & five year plan designed to ge-
aake approximacely ope=fourth of the central clty, but this propesal was reduced by
three-foureths after & HUD directive that not more than 10 percent of the city population
should be included in the model area. Louisville's proposal calls for cthe development
and improvement of educational, vocational, health, recreational, cultural and socilal
services in the model city area. A8 noted, Lt wag oot included in the firvst greup of
model city grants. Oreat enphasis is placed on developing multipurpose educational,
health, and commmity centers.

In addition to the madel eicy proposal, there are six Urban Bepewal Projects
presently in execution and two in the planniag phase-=-invelving beth clearance and reha-
bilitation and covering about one-fifth of the central city area. The area presentcly
contains 5,990 ywnits of low rent public housing while 305 additiomal units for che el=-
derly are now belng comstructed. The end result of this redevelopment should be & sub=
stantial weduction im the wvariation im melghborhood living conditioms within the central
clty,

FOLICY BECIMHENDATIONS FOE THE EEDMCTIION OF DISPARITIES

The preceding sections are invelwed with identifying and measuring socioeconomic
and fiscal disparities within the Loulsville 5M5A and with forgcasting the mature of
these i{mbalances. The functiop of this concludipg section 18 to suggest a directiom for
futura public and private policy such that undesirable disparities (eilthar soclpeconcedic
or flacal) may be reduced.

Local Palicies

Three measures might be taken by local goverrments te reduce disparitiss in che
EHEA: {a) Comsclidation of the city and county school disteicta. (b} Reductiom of
fragmentation in the provision of welflare services, (¢} Reexaminacion of the racicnale
of the local flscal structure, parcicularly che use of the property tax as & method of
fipancing central cicy services.

Consalidation of gchool disEricEs.--As shown abowve, there is a considerable dis-
pAricy between the central city and coounty school districts im both the lewel of ocutput
and the financial swpport. While the city system shows a higher dropout rate and smaller
proportions going onm to college, per student measures of both locally ralsed revendes and
geate assistapnce are higher to school disteicts outside the central city. It has been
suggested that ranrsiméﬁiciqn of the county school system might be used partially to coc-
rect these imbalancas. Thie proposal would comsolidate the lacal échool syetems in

20/ See "Praliminary Evalustion Report on Loviswille and Jefferson County Public
Schools," Unilverslty of Louiswille Urban Studies Center, April, 1967.
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Jafferson County and form a small mmber of adninistrative wunits within the single school
gystem. These sgmaller ywnits would be wedge shaped: the points in the central city and
thie bases extending cut into the counmty. Enrollment at high schools in these wedge
ghaped units would then be a mixture of the central city poor and the wealthier from the
guburbs. The long wun objectives of this plan would be a reductkion of racial and class
imbalances within the SMSA. An additional result of scheol digtrict copsolidation would
be the elimination of differences in the resources availakle for the central cicy and
counity educaticnal services.

Consolidation pf welfare services.--Local govermments might redoce central city-
suburk disparities in the incidence of powerty by the coordination of socizl services and
welfare assistance in the 5M5A. As & result of the existing fragmentation of services,
it ig alleged that the Leaisville program suffers from a lack of comprehenszive plarming
for family problems (as opposed to fndividual problems), an inadeguate definition of
peoblems, limicted financial resources, and administracive practices which tend to limit
gervices a".'a.!.lﬂ.'hlve.;':l.lllI AE present there are 22 non-0BED funded welfare agencies and
departments (public and private) operating im tha Jefferson County area, sach of which
tends to structure social service programs in terms of individeal capabilicles, rather
than focusing on the problems of clients.22/

The end rvesult of this Eragmented approach o Che provision of social services
16 less of a reduction in poverty conditions than would be possible under a comprehensive
gocial plan, wherte the aceivities of all social and welfare agencies would be integrated
and eoordinated to achieve some common goal. The objective of integration of activities
is most likely to be achieved by the definition of a comprehemsive planm, the creatliom of
an areawide coprdinacing commission for social service programs, and possibly the crea-
tion of & sorial service exchenpge whera persons vecelving services from any agemcy could
be registered te avold duplication of service and to asaist in agency relercals.

Beepamination of the local fisc.--Local governmént dction might also be tdken to
reduce imbalances in the fiscal structure within Jeffersom County. Three considerations
would seem relevant hete. The first grows out of a recognition that it costs mere to
supply certain types of public services in poverty arsas; the second relates to the need
to plan for the leng run decline in the taxable base of the central city; and the third
imvolves balancing cthe property tax effort exerted by vesidente inside and cutside tha
cantral eity, and rechinking the role of the property cax In the long run reduction of
SMEA disparities,

In the preceding section it was hypothesized that a combination of the movement
of populacion and {ndustry to suborban areas might have the effect of further eroding the
fiscal base of the central city via the effect of this migration on both employment {(the
oocupational license} and assessed valuatien (che property tax). Simpleanecusly, resi-
dential migraticon=--to the extent the underprivileged do not migrate--will tend to accen-
tuabte cemtral city-suburb disparitiss in the proportion of populatlon below the poverty
lavel. It has been argued that the cost of providing a given quality of public services
in these poverty arcas is higher than in the suburbs; for education becauss the disadvan-
tages under which children of poor and minority-group families suffer produce requica=
mants in the way of special services, wvery small classes and che like to Assure & pi'l.'in‘:-
mance in achool eguivalent to that of the suburban middle class ﬂ}tild.g‘r for fire
protection because of the high density of population and the number of dilaplidated and

21/ ity of Louisville Model City Application, Abstract, . . . , pp. 17-1E.

22/ wpouieville and Jefferson Coumty Community Action Commission Evaludtion," Technical
Eupplement No. 5, ¥on=0E0 Funded Activities, Urban Studies Center, University of Louis-
wville, Eentucky, 1567,

23/ Dick Wetzar, “"The Urban Fiscal Problem;™ . . . 4 pu T
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gubstandard houvses: Eor screer cleaning and refuse collection becanse of commercial
activieies, intensity of use of local roads and sctreets, dilapidated nelghborhoods, and
F9 O,

Then the combined eflfects of these feorces=--out=migration of induscry and higher
inceme residents, and the higher cost of providing public services te the poor whoe remain
in the central city--is an increase in the resources-requivenents gap [n the central city
area. Local governments might take a step toward reducing this potential disparity by
rethinking the role of the property tax in the redevelopmeént of the central ¢ity. HNatzer
naotes that the real fiscal problems connected with city rebuoilding progprams Telate Co e
choice of fiscal instruments used for the financing rather than to the figcal capaclcy ol
the city.2% High central city taxes on business or taxes which discourage rebuilding in
the core area are In the long runm a deterrent to the increase in both economic aceivity
and real property walues fn the central city. As shewn in Table 7, effective property
tax rates in the Louiswille cenbral city are twe to threse tcimes larger than in some argas
outside the central city. 1If an effective central city redevelopment progtam requireas
private investment Iin housing, then the property tax as presently used in Logigville is
at cross purposes with the rescructure of the core city and the reduction of disparities.

State licies

The most obvious of the actlions which might ™ taken by the state of Keotucky
to reduce imbalamces in the Loulaville 5MS5A relates to aids for education., A8 shown
abovre, both per student lecally raised revenues and per scuwdent state afds are higher
for the schosl district outside the central eity than for the Leuisville cicy school dis=
trict, Therefore, the state allocation of education assistance apparently woerks to
gccentuate disparities between the two school gystems. Not only should this allocacion
b reaexamined, buk the state aid diseributionm formula should in some way be corrected to
reflect cost differentials, l,!‘., to account for the higher cost of educating children
in poverty areas. To some extent this traditiopal deficlency in state allocation formu-
las has bean corrected by the Federal Add co Education Ast of 1965, which provides grants
to Larger central city schools.

Federal Palicies

The potentlal raole of the Federal goverrment in reducinmg 5MSA disparities Llies
geoerally in the area of providing merve limancilal support for the powerty linked services,
e.g., edocation, health and welfarve, apd urban redevelopmentc, Federal invelvement in the
Louisville Urban Problem has been primarily in the area of urban development, and the
most important potential reductiom of disparities in the Louisville SMSA iz based onm the
':it-jl' of Louisville Model City applicacion to HUD. The wltimate objective of this program
Ig the rehabilieation of a hard core poverty area [10 percent of the city pu-pu.la_l::j.nn},

A gecond need in the 5SM5A 15 & contilnued federal program of urban reoewal and contloued
federal invelvement in the provision of low cost housing.
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Fiscal DMeparities in the
CHICAZY, ILLINOTS
Metropslitan Area

Excerpts from a Eeport by
James M. Banovetz, W. John Pembroke and Perer J. Fugiel

Loyela University, Chicago

Central Outaide
— Habor Fiscal Dispacities, 1963 = _Gity = Ceotgal Clty
Per capita State and Federal atd 3 65 747
Per capita revenue from taxes 203 123
Per capita sducational expenditare &7 109
Par capita nonedecational expendicure 191 1
Total estimaced population, 196& (thousands) 3,520 1,071

Cook County, in which Chicago 1s lecated, contrasts wealth with
stark poverty. SHo dense ia the area that the close-im suburbs share many
of the central eiey's problems--aging housing, recial conceatrations,
poverty=-in a pattern that vacies divectly with the age of the commminity.

The city leself is large #nough to bargain Successfully with the
county, the Stace and the Fedeval Goverpment for assistance, and it ig
expected that the glder suburbs will follow the same path.

Within Cook County and the five less urbanized coonties are good
examples of che five categories in the ACIR classificaticn: Robbipg--a
highly disadvantaged community; Pagk Forest, which makes a waliant ef-
Fore, alehough it is comparatively disadvantaged; Aurora, balanced at an
svervage level of services; Fraoklin Fagk; which can provide supecior ser-
wicen on an average tax load; and the highly advantaged commnity of Qak
Brogk, which needs only a minimal tax effort te provide superior ser-
wices,
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THE EXTENT OF THE DISPARITIES

+ « s There are distinct differences in the capacity of govermmantal units to
support govermmental services and in the willingness of different kinde of socioeconomlic
ciommuniclies to tax themselves f[or such support. Generally speaking, the high income bed-
tooms, the industrial enclaves and the commerclal enclaves, have adequate tax baszes with
which o support & high level of urban services while middle and lower income comunities
must work conslderably barder for the sape purpose. Further, communities characterized
by low income of large tmbers of children have a considerably more difficult time pro-
viding adequate levels of urban services.

There ave also wide digparities im the willingness of differenr groups to sup=
port comsmnity services., Generally speaking, the white collar upper income communities
are magt willing to provide high levels of support, Eollowed closely by the white collar
middle income communities which are willing, but not as able, to provide such suppart.
Eloe collar workers are gencrally less willing to tax themselwes to the same extent for
the support of municipal services, and thay are genevally willdeg to provide enly enough
tax funds o maintain an average level of educatisnal services.

In gross figures, the rvange of disparicy between the communities studied is
congiderable. In terms of assessed valuation per capita, for example, the ramge rTan
from Winnetka, with a valuation of $7,122 per capita, down to a low of Robbine, 51,205,

The situation i& just as bad on other indices. 1In terms of sales tax recelipts
per capita, the range runs from Oak Brook, with a high of 3166 per capita, to a low im
Flossmoor, 51.353 per capita. In terns of the municipal revenmues collected per caplta,
the range tuns from a low of §62 per capita in Robbins to 5215 per capita in Winnethka,
4 range of better than M parcent.

A simdlar wide range of discrepancy can be fownd in the levels of support pro-
vided in education. For secondary school pupils, the high ranges from Winnetka, 51,110
per pupil, to a low in Oak Brook, 55367 per pupll. For elemeptary school pupils, the
range is from a high of 802 per pupil in Wiles to a low of §334 per pupil in Winnetka.
Concelvably, both Chicags and Aurora, which operate integrated elementary and secondary
achonl distcicts, provide levels of support which are sven lower than the lows just
mentioned.

In shact, the following general conclusions can be drawn:

1. Thare are extremely large disparities between communities in the
metropolitan area in terms of access to taxable resources; lewels
of support for municipal and educational services and the nature
of the derands imposed uponm supicipal goveraments and school
districts.

2. The disparities between the suburbs are greater than the dispars
ities which exist between the core city, Chicape, and individual
suburban communicies,

3. The City of Chicago falling between the extremes typified by
suborban commnities, may be copsidered an “average" community.
There are [Wo excaptions te this: Chicago provides a higher
leval aof support for municipal services than most coomunities
and It provides a level of educational speénding per pupil whieh
is gonsiderably lower than most, if not all, suburban communities.

St1ll undefined, howsver, i the range of disparities within the City of Chi-
cago and how this range compares with the range of disparities existing withinm the
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suburban portions of the metropolitan area. This toplc will be the subject of the fol-
lowing chapter.

Bispacitics within Chlcagg

The City of Chicago, as the core city of the metropoliton area, 18 the key to
understanding the area's growth and population patterns with 1ts concomitant implica-
tions. It is the City of Chicage which first experienced the radical socineconomic
disparities spauvned by modern American wrbanism, And it is Chicage which continues to
witness the great bulk of zacial amd class movement frem community to community ln the
metropelitan area.

Although the city conteins within ite borders some of the most obeious sscilal
dnd econcmic disparities, still the extent and sigonificance of the disparities are mot
the pame as found among the suburbs.

The most appacent characteristic of the |:'L'I:_I|r'l dewvelopment 1s the radical popu-
latlon displacement of whives by Megroes in central city aress. But the obvious dif-
ferance between populaction movements in the clcy as compared with the suburbs is that
there is little difference in kind amoag moat of the mew growth avesas lm Chicagoe, For
with the exception of some qualiey neighborhoad construction on the Herth and Horthwest
side of the city, all the other new white areas are modest, Lower-middle-class types
whose sole advantage is their all-white status. This is in contcast ta the wide range
in types of suburbs which have sprung up outside the city.

What this soggests is that these new neighborhoods are growing not becawse of
an influx of femilies whose ecopomic status 18 significantly improving with time, but
rather because they are moving from new Hegro, but not necessarily declining, oelghbor=
hoods in the central city. This movement i8 an old oae in Chicago since some of these
"new"” Wegto neighborhoods were originally settled by whites & genecation ago who then
were moving from tacially changing neighborhoods.

The eocal effect this continuous rage replacement has had on the cicy is o
highly artificial white-black neighbarhood pattern which has constantly led to Easg-
paced meighborhood decline whenever whites have left areas in great numbers over a
short pericd of time. On balance this process has brought abeut both a qualitative and
quantitative reduction of good meighborhoods in the city,

The extent of socioeconomic disparities in the City of Chicaga 1s based upon
the changing composition of the total population of the ecdty. Although there 1s a slg-
nificant percent of high<income, white-callar neighborhoods on the far South and Horth-
west sides, as well as aleng the entire lakefreat, it is evident that the middle class
is increasingly leaving the elty to the very vich, whose akility te prevent neighbor-
hood decline 48 a proven fact, and to the burgeoning lower and lower middle classes
which are caught beewesn the high cost of suburbia and the continuous shortage of deaie-
able low cost housing in the city.

There is of course some compensation for the énommity of the Chicage dispari-
tles slnce the very size of the city can abdorb some of its most éxtreme problems; and
where the problems are too extensive for Chicdgo to help itself, the city is large
enough to have sufficient bargaining power with county, state and federal government
officlala to secure intergovernmental gids. It is apparent, though, that as the c‘l.tj"l
middle ¢lags continues to drain off to the suburbs, continuing and incteasing cutside
help will ke necessary to Finence even the city's most basic needs for education,
housing , welfare, and aid for the elderly.

HWhat the Chicago experiemce bodes for the suburbs is perhaps even worse than

che aetual Chicags stery. For it has already been the case in several older, declining
Cogk County suburbs that revenues for municipal government decline just 4s social
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gervice peeds incresase, especially those relaced o the special needs of low incoms
families and the eldercly,

This paw suburken experience can only be expected to spread chroughout the in-
ner suburban vimg of towns in Cook County within the next decade. Suburbs which are
now undeTgolng incredses in the percent of Wegto, low imcome, or elderly residemts can-
ot respend to their new needs ag adequately as has the City of Chicage. Municipal £4-
nafce in Illinois; egpecially the financing of highly residential municipalities, is
limited and limiting. Regardless of their size or politics, suborban villages and cit-
ieg will have to leacrn from the Chicage experience that local monies are not encugh to
counter the large socigeconsmic movements that seldem respect the goveyrnmental boundar-
les that proliferate in A metropolls.

STATE POLICIES

An entire book could be writcen on the adverse effect which oumerous atate
government policies, programs, amd traditions hawe had wpon the development of fiscal
disparities within the Chicago Standard Metropelitan Apea. Special mention here will
be made only of those which are deemed to have had the greatest impact.

& .~=Stares customarily offer two kinds of revenus as-
gletance to their local units of povermment: ghared taxes and state aids. In Illinmodis,
ptate sids are generally restricted co the Ffields of education, welfare, and highways.
There are no other state aid programs of particular consequence, eithee for geasral or
specified purposes. The impact of state dids on fiscal disparicies is desceibed in
greater depth in the pext major section of this chapter.

There are twe statewide taxes of siguificance to the local govermment finance
picture. The first of these is the stare highway users tax or gaseline tax. This lewy
i collected by ehe seate , but a portion of the proceeds ave returned to the taxing jur-
igdictions from which they were ecollected. There is no necessary relationship between
the soutce of gas tax payments and the need for additional asceest and highway construc-
tien--many commuters travel through Chicago daily by car, but purchase thelr gasoline
at Fillimg stations located mear their suburbdn hones--this teax does little to alleviate
the discrepancies betwesn fiscal base and econcmic need. Inm face, as shall be seen in
the next major secticn of thie chapter where state highway aids are discussed, the high-
way wget btax aid program teads to incpeass cather than lessen flscal disparities.

Certainly the major cavse of increase in flscal disparities, however, ia the
sales tax picture. Illipois has traditionally lewied & 3-1/2 percent sales tax and
permitted its municipalities to levy, at their sption, an sddicional 1/2¢ sales tax
which the state would collect and vefund eo the community from which the tax was padd,
Weedless to say, virtually all Illinois governmental jurisdictions took advantage of
this paxing opportunity, During the 1967 legislative session, the sales tax was ax-
panded: the state yield is now &-1/4 percent while local governments may pow levy 3/44
per dollar.

The figures in Part II, Ghapter 3, vividly demonstrate the inequities scemming
From this sales tax arrangencnt: there is simply po relationship Between the wolume of
commercial business transacted in a political juriddiction and thac JurIidiﬂtinn'n need
for Fiscal resources. Among the case communities cited, proceeds from the sales rax
ranged from %1.35 per capita in Flodfgmoor in 1965 to a toval of 5166 in Oak BErook. In
fact, du= to its major commercial shopping center, the City of Dak Brook received enough
proceeds Erom the sales tax to eliminace the peed of a propecty tax. Other communities
with a much higher demand for public services and without a major shoppimg center, how-
ever, find this tax source of little help im meeting their Eiscal problems. Fuorther,
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dévelopers tend to locate major commercial centers in or pear the more affluent suburhs
vhere per caplta family income i& higher. 3Since there is generally an inverse relation-
ship between per capita family income and the need of local goverrments for additional
revenue sources, this patural commercial development tendency, when combined with the
state's present sales tax policy, simply tends to further increase the disparities
caused by this fiscal tool.

.==The State of Illinois had a poor record when it
comes to providing the laws pecessary to insure integrity in the establishment of local
povernment boundaries. HNot only bas the state failed to establish either statewide or
local boundary commissions which could set and enforce standards for incorporation, an-
mexacion, amd dissolution, but it has alse failed to modernize its incorporation and
annexation Llaws. A5 & result, present stamdarda for the lngorporation of new ounicipal-
ities are wvery minimal and largely ineffective in preventing the formulation of new
minicipalities in the metropolitan area. Territorial expansion by existing suaicipali=
ties is disconraged; and municipal control of land adjacent o its boundaries is hin-
dered, Some years ago, the Tllinois Legislature did give the state"s communities the
power to one land within a mile and a half of their boundaries, but this power was
made applicable only where the cownty or counties iovelwved did mot, themselves, have
zoning laws, Since many Illimois counties have zoning laws, but fail to enforce them
properly, this suthorizatisn has Erequently been of Little consequence Ln preventing
the unwise development of unincorporated land adjacent to the boundaries of exieting
manicipalities.

Stgte planning.==A major cavse of the inequitics bas to be the absence of any
cverall scheme for wurban development, any plan te give a scnse of Lrttegrit:,r and balapnce
to the development of land and the formalation of political jurisdictioms. The absepce
of planning iz certainly evident in Illincis, from the state level down to Local units.
The only principles governing urban Jdevelopment in the state are these of economics,
and the profit seeking of the entréprensur.

State laws.-=Finally, the general legal structure in Illineis does not epcour-
age sound, innovative, or conscrective logal govermment. The state legislature has a
tradition in Illinois of dominating local government: home rule io the state 5 & fle-
tion to which scme 1ip service has been given, but which bas found little Tecognicion
even in & form of state legislavion allowing local discretion in che lwplementation of
state Leaw., This legislative domination has been particularly destructive on the devel-
ofment of goveromental activities within the city of Chicago.

Characteristic aof the unfortunate state legal situation in Tllinodis is the sys-
tem of statutory limdtation on local government taxing powers. As & conseguence of so-
cidlled Hodge-Butler bills in the late 19460"s, the state has been left with a series of
statutory vax limitations which impose & diffecent limit on each county in the state
with nefither ratiopale nor coneistency behind the system. Further, in many instances,
the tax rate limitation in Illinois is not the statutory maximum, but rather a rate
computed through the use of a formula. This has brought cenfusion and fruscration ta
the tax rate limitation process, with the consequence that many munlcipalities use in-
carfect limits and, in ethers;, tex race limits arve "negotlated” by interested parties.
This varfiance is purely arbitrary: it dees not veflect the wealth of the jurisdiction's
tax base, its access to alrtersative sources of vevenuwe, of the nature of demands imposed
upon it for governmental services. Thus, [iscal disparities exist in part because the
extent of awthovicy ve levy taxes varies [rom community to cosmmunity.

LOCAL GOVERNMENT CONTROL

ne of the mafor impediments to sound urban development in Illinois is the ahb-
sence of viable pelitical syarems to direct county governments in the state. In the
metropolitan ares, there ave twe systems of county governments. The ficst applies to

233



Cook County, whers the county legislative suthority is wested in & board of commission=
ers composed, arbitrasily, of tem representatives from the Cley of Chicage and five rep-
resentatives from the balance of the county. Hone of the board members are elected at
large in the county. The county board president is eleceed at large, but he muse al=o
be elected as either a suberban ot a central city repregentative.

Cook County is reputed to hawve a good zoning law system, but the mechanics of
the political system hove rendered the Llaow relatively useless in controlling uwrbanm dew=
clopaent tn the unincorporated portions of the county:  This {5 because legislative con-
trel of the county board 1s vested in representatives elected from the City of Chicago.
These representatives {requently have been more responsive to the demaads of private
developers, who Ereqoently live and vote in the City of Chicago bot undercake develop-
ments in unincorporated areds, than they have been to the needs or desires of the unin-
corporated areas which would be affected by proposed developaents. A8 4 consequence,
privare developers hawve been freed to impose thedr oswn schemes on unincorporated sub-
urban araas,

The second form of county legislative organizaticn im the metrvopolitan area is
the township supervisor system, In each of the other five metropolitan counties, the
county board, which bolds legislative authority, i9 composed aof representacives elected
from the inpdividual townships within the county. Too often these county boavds Lmveke
A BYBLem af "J.:ginlll::uvn cnu.rl;cn:.r"' in making decisians abaut urban dieve Lopmeent which
affect only a4 single tewnshlp in the county. In other words, the county board ag a
unit will uwsually defer to the judgment of the supervisors representing the affected
towmship.

In both of these instances, the iategrity of coonty beard decisions affecting
urhan development is prone to suffer from lack of & l:uun.t}"lfid-l} perapective in the
decision-making process. Decisions are made in Tedponse to pressure from porticns of
the county, and too often these pressures take the form of special pleading by the con-
tractor o developer secking changes in zonlng laws, special use permits or zoning war-
iances, subdivision proposals, or elmilar kinds of decisions from the county board.

This tendency i= especially digruptive in those counties which have countywide
zonlng. A5 nobed above, the municipality in such counties does net have Zoning control
awer the development of land adjacent te their boundaries. Thug, such development oo
frequently proceeds in & manner inimical fo the best interests of the municipaliey,
with the municipality left helpless to object.

LOCAL DEVELOFHMENT POLICIES

Hany tax based disparities in the Chicago SMEA stem from the Intentionally
formulated and executed plans of the residents of the sobucban areas. Many suburbs
shun the heterogeneity of the tax base which characterizes the centval city, préferring
{nstead to retain & homogeseity, a conslstency of life style, or a particular “comminity
character."” Thus, in its development, Fark Ferest sought intentionally to restrict
development to that which would be consistent with the general character of the remain-
der of the suburb., Oak Brook, with its very rich tax base;, is alsc a totally planned
commnity, with strict allocations of land to particular kinds of commercial develop-
ment and other allocations of land to narrowly specialized kinds of residentisl and re-
creational uwee, Many such communities intentionally shun industrial déevelopment, or a4t
least that industrial development which does not ¢onform to very particularized and
specialized standards.

Dther communities, however, start out secking to develop in accordance with

apecified criteria, but later find this impractical and then seek to diversify their
tax bage. Such was the case with Hoffman Estates which started out as a stricely
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regidential community, but then found that this generated severe fiscal problems, As a
result, the suburbk {8 now seaking industrial development.

The attitude in the Chicage SM84 gbout the desirabili Ly af high or low density
epning waries from community to cosmmnity. Soms communities shdn high density reslden=
tial uses, but generally this is motivated more out of a4 desire to retain the single
family character of communities than it is to dveid undesirable Eiscal patterns. Else-
where, howeyer, cosmunities have sought high densiey residential developmeént as a means
of bolstecing their propecty tax base. For example, Haperville in DuPage County ap-
proved 947 new residential wnits in multiple family homes because the development prom-
iged to produce a revenue surplus for the community's fiscal situation.

Thare 15 no evidence of tex competition for industrial development between
companities in the Chicago 5MSA. The state of Illinels, generally, is one large Cax
haven for industrial development. This factor, combined with the economic desivability
of a Chicage lecation, has reversed the situation, alleowing communicies to pick and
choose among the industriea they want to locate within their jurisdictions cather than
regquiring them toe compéte among fach other for any potential industrial develogment.
Industrial developers in [1llinods will frequently negotiate with various communities
that offer potential sites, but such negotiation is generally directed at ascertaining
the commanity's response to the development rather than any attempt te foreulate a
"deal "

Lomprebensive Flapning

Although some fiscal disparicies are intentionally caused by planning, the
great bulk of them are cawsed by a lack of adequate planning. On an areawide basis,
the Chicago SHSA does have the Hoetheastern Illineis Plamning Cormmisslon, but the (Com=
misgion is strictly advisory and totally dependent upen community donacicns and state
and Federal grants for its financial support. These twin factors, plus che Commission's
relative newness, have combined to minimize the contributien which the Coomission has
bean able to make thus far.® Some counties in the SMSA hawve developed formal planning
programE, notably Eane and Lake Counties, but such programs have been notably absent in
both Cook and MuPFapge Counties where the bulk of the urban development has sccurred.
Finally, commanicy plamning 5 & vather spotty undertaking: soms commmitics make 1in-
tensive efforcs at planning while other efforts are rather desuleory.

For ingtance, the communities of Park Forest, Qak Erook, Evanston, and Jak
Park, all of which rank as either figcally sound or as having coped sucesssfully with
their problems, have all wndertaken large scale, intensive planning operations. Other
communities, however, such as Mayweod and Eobbins, nelther of which is fiscally secure,
have made relatively little effort in the planpning field. In other words, there is
gome correlation betwean the intensity of comprehensive planning and the flscal sound=
ness of individuyal commuenities.

411 availabkle evidence indicates that forces in the private sector of the SMSA's
agonomy tend to increage rather than lessen local government fiscal dispacities. Pri-
wate induatry, for example, shows a strong preference for locating in concentrations
along major frandportation routes. The troend toward fewer and larger commercial shop=
ping centerz in the suburbs tends to further increase the disparities. Finally,

% Ed. noter This Commission has been designated to perform che “areawide review and
comment" function required under Sec. 204 of the Demonstracion Clties and Mecropolitan
Development Act of 1966.
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developers in the Chicago SMEA have shown little dnclinacion vo develop housing for the
lower middle amd lewer incoms grosps io suburban apeas. Thisa, im turn, tends to eetain
the concentration of these groupings ion the older honfing located in or near the ity of
Chicage, further adding to the economic woes of the alder commnities.

Several case examples drawn from the Chicago scene demonstrate effectively the
long range impact of private sector trends upon the £iscal well=being of individual com=
minities. The first of theses deals with the Location of commevcial shoppiog cenkers, a
factor of cructal inportance given the present state sales tax system, which allows come
runities to tax all retall sales caking place within their jurisdictiom. The result ia
compatition for shopplog centers. Thusg, when it becams known that a large new shopping
center was planned for an arvea adjacent to the DuPage County communities of Lombard,
Wheaton, and Downers Grove, thede and ather adjacent communities all becsme interested
in trying to annex the incorporated land on which the center was to be built. Vieimate-
ly, despite clandestine attenpts by several seburbs to encourage the annexation of the
land te their communities, the land was annexed te Lombard, piving chat wvillage total
rights to the ancicipated $3 million in total lecal sales tax receipts which the .center
would provide. Thus, despite the fact that shoppers would be drawn from all of rhe sur-
rounding commuaities, and despite the fact that business would be actracted sway from
the exizting downtown shopping centers af the surrownding communities, sales tax pto-
ceeds from the new center would accrue solely to the benefit of Lombard residents. Hot
anly coubd Lombard residente expect 1o reccive rhis ene windfall, bar asther surraunding
communities could expect to experience & decline in their own sales tax receipts as
tuginess im thelr own shopping ceatecs suffered,

The shapping centers located in Hillside and Oak Brook have had similar im-
packts on the surrounding cosmnities. Eoth of these shopping centers are lecated ae the
junceoion of the Tri=state Tollway with the East-West and {'.‘I:l:l'.ctgn'& Eigenhower Express-
way, making the centers accessible to residents from a wide geographic drém. TYet the
sales tax procesds from both of the shopping ceaters remaim solely with the community
im which they are located. Thus, although the community of Maywood, which lies adja-
cent to Hillside, is in desperdte neéed of more fiscal resources, and although its resi-
dents cegularly shop in the Hillside and Qak Brook shopping centers, Maywood Ltself re-
ceives no assistance and is only hurt by these adjacent shopping cenkers.

A second comparison of incerest {5 the impact of private industrial development
upon commnity tax bases. Twe different impdustrial enclaves were studied in this suc-
vey: the commuplity of Franklin Fark which L3 a velatively new industrial enclave locat-
ed near 0'Hare airfield, and the community of Summit, an older industrial enclave locat-
ed near Chicagn's Midway airpork. Both communities, ag noted in Part 11, have a high
percentage of thelr propecty devoted to industrial wsage. Despite the relative wealth
af its tax base, however; the commmity of Summit isdeteriocating: ITts property L=
aging, its downtown shopping eenter is declining, and its level of public secvices fs
falling below meeded levels.

In ¢ontrast to thia is the comminity of Franklin Park, which has déveloped in
tesponse to many of the same industrial-transpertation needs that gave rise to Summit.
I1ts development has been more rvecent, however, with the resulet that there is still un-
developed land in the community. However, all of the remaining uwndeveloped land is
zooed for industrial purposaes., One Franklin Park official, in an interview with the
fleld researcher, summed up the commnity's attitude toward residential development
when he justified the existing zonlng pattern with the astacement, "We don'"t want to have

to bother with any more residences in this community,"”
In short, given this Xind of attitude towsrds residenglial development, a tax

base made wealthy by heavy induserial concentrations appears to be no guarantes for the
leng range support of desivable residential communities.
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OTHERE THPACTS OF THE DISPARITIES

Fiscal disparities in metropolitan areas have many consequences Cor public
palicy. These have gencrally been well ackpowledged and docimented in the liverature
an metropolitan government. Many of chem, too, have boen sentioned at other pointe in
this report. Rather than rup the pisk of redundancy, this section will not attempt to
repeat these impacts, bur rather ir will dwell on those impacts which are generally less
well ackpowledped, but whose existénce and seriousness was pointed op by the datan gath-
ergd for this partilcular repert. These include & Eoller digcussion of the particular
digparitiea asanciaced with the core city of Chicago, the relationship between the age
of che community and fisgcal digsparities, and the relationship betusen 5 c.:.rrmnj.t_l,r"i Eax
bage and its spending patterns.

Chigago's Dispavities

Ehi-:agn'a peculiar economic aad sociglagical disparities have iln:ad:.r kern
ooted, PFart T, Chapter 3, for example, commented on the disparity betwean the very
high expendifure per capita for municipal sarvices inm Chicago as contrasted with the
very low expenditures par scudent for aducationdl purposes. Tt alss bpoted that Chica-
go"s tex base, conlrary to many papular conceptions, is oot wealthier than that of its
suburban neighbara, that the taxable wealth provided by ite great industrial and com-
merelal centers is more than offset by its wnuswally large peccentage of Families with
incomes near or bélow the poverty lewvel of $3-,'Dﬂ1:| per wear. Part I, Chapter 4, then
noted the vast sociological disparitiea in Chicape and the unfortunate but agcurate cor-
relation Between the raclal compoesition of & neighborhood and ite comparative level of
affluence, Fiaally, Lt documented, with {t8 charts, what is probably the nost disturh-
ing faect of all, and the most glaring disparity between Chicage and its suburban neigh-
baors, nanely the fact that Chicago has a disappearing middle class while the middle
clagg Forms the backbone of suburban citizenship.

This flight of Chicago's middle class parily explains Chicage's poor record of
expenditure per pupil enrolled dn its public schoals. A& second cause is Chicago's
large Koman Catholic population and its massive Catholic school system. As the suburban
dara show, Lt L8 the upper and middle classes that demand good school systems, bat Chi-
:!gﬂ-'ﬂ gehool®s are stricken with an affluent class thar ecan afford privace schools and
with 4 middle class that is largely elther fleeing the city or focusing thelr concarn
on the parechial school systen. Together, all of these groups arve Litble concerned
about the level of the city's educational services, but very concerned with the city's
level aof municipal services., Thus is derived Chicago's peculiar level of respurce
allocation between the municipal and educational services.

Even LI consumer demands for public services should shifr im Chicaso, and
Chicago's large impoverished population should demand higher levels of spending for
educational purposes, it 15 deubtful thae the ciey eould do moch eo change its present
regouree 4llocation formala, In the £ivst place, with its propecty tax base per capita
declining and with the daytime commuters' continuing need for services compelling a high
floor below which per capita spending for wunicipal services may not go, it is doubtful
that Chicago can raise, from its own tax base, large ancunts of additiomal tevenues for
educdtional purposes, To be sure, it could make a greater tax effort than it previously
did: among the communities studied, Chicago's tax zate levy for educationel purposes
was the lowest. It is quite appacent, however, that Chicago needs oueside assistance
Iif it ig to revitalize ite cducational progran.

Hot only do Chicago's dayeime commuters need intense levels of municipal ser-
vices, so also does Chicage's large and rapidly growing underprivileged population.
Chicdge has in fact already begun to serve a8 & large collection aod training center for
the area’s educationally and economical ly deprived cicizens, Uafortvnately, howewsr,
icg guccess in Acculturating and returning these people to middle class gociecy will
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depend im part wpen the ability of these paople to move inte the aiddle class neighbor-
hoods to which they aspire. For wmany of Chicago's residents, however, such mability is
aot now avafilable, The statistics cited earlisr documant the fact that housing for the
nopwhite &8 4t 4 severe premium in the suburbs. Furthermore, these somwhites who do
live in the suburbs tead, lfor the most part, to live in nonwhite clusters, rather than
scattered through the white communltlies., Unfortunately, the progress currently beding
made toward open sceupancy in the SHEA has bean alow.

At any tate, the effectiveness with which Chicage performs this buman develaop=
ment rale will depend upon the degres to which middia class aspirations are realistie
for members of alsority geoups and the extent to which the eity eeceives outaide finan=
cial assistance for the particular service burdens imposed upon it by the nature of this
special function.

Compunity Ase aod Flscal Disparity

From the standpoint of age, there are two differeat categories of communities
that were included within the scope of this study: those that were primarily developed
before World War IL and those that have undergone their greatest surge of development
gfince that date:. Those communities which were developed prior to the Second Warld War
mow find themselves falling a victim of age. With age has come swch trends as declin-
ipg per gapita propecty tax valuatiens, & decline im the sociceconcmic level of the
community's resideats, in-migration of nonwhite mimerity groups, and the emergence of a
nead for such speclalized wrban services as wrban renewal, remadial edecation programs,
and poverty war programning.

Trends of this kind have long been associated with the core city in metropoli-
tan argas, and this 18 certainly the case in the Chicago SHSA. However, the same trends
arg equally apparent in many of the older suburban communities baile prier to World War
1. Specifically, these trends are alveady apparent in the cicies of Evanston, Oak
Park, Maywood, and Summit, all of which are suburbs located on or near Chicago's city
limits, Im other words, the problems traditionally assscciated with the ecore city are
in fact gpreading outwsrd and, in the Chicage SMEA, are alveady baginoing to engulf the
older eities lying on Chicage's borders. To a lesser extent, many of these same trends
are found in the older communities, such as Aurora and Woodatock, which are now park of
the metropolitan area but which are mot close to Chicago itself.

Each of the four aging communitics mear Chicage's borders is a unigue caee; and
as a result its response to the aging process has been scmewhat different. 1In Evan-
ston'es case, for example, the commmnity bas fallen feem Lts former status as & high in-
come Buburb to its present status as a middle income community. Because of its rlsing
pattern of service demands and the Falling valuation of fte aging property, howewer,
the city has been confronting findncial problems of ipereasing severity., Offsetting
these problems bas been the clty's relative success in bringing property formerly clas-
gifiad as cax-exempt back on the tax rolls. Thues, although the socigeconemic Lewel of
its resldents has fallen, Evanston has been able to slow dowm the worst Impacts of ag-
ing and maintain & viable, progressive governmental system.

Oak Park’'s situation is roughly comparable to that of Evanston. Oak Park, too,
has slipped Irom the status of an upper imcome community to that of a middle income com-
muslty. With Lts iphevent level of affluence, however, Dak Park has also besn able to
retard the worst comsequences of the aging process by undertaking selective urban rede-
velppment programs, most notably the replacement of old single family homes with new
multiple dwelling units that are attractive to woung Chicage ccemuters. Thus, although
like Evanston the city is now in a financial bind, it also has been able to malntaln
its [iscal soundness up to this peint.
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Supmit, too, has keen able to maintain its fiscal socundness, but this {5 be-
cause ir, unlike Evanston and Oak Park, bas Eailed to respend to the changing pattern
of fervice denands made upon 1k. Thus, its résidential and commarcial aeighborhoods
are deteriorating rapidiy, the socioeconpmic level of its residents is Enllin_g, and the
per capita level of ftes assessed valuarionm L8 also d&tliﬂf.l:l:ﬂ;r Because it is an indos-
trial enclave, however, Summdt does, if it choosses to do so, have the capacity to re-
gpond to the challenpes now confronting it.

The case of Maywood 1s entirely different. Maywood was ooce a middle ipcome
community, but its housing stock has aged, its streets have become clottered with ecaf-
Fic; it has felt the in-migration of nonwhites,; and it has gradually €allen from a
status of a middle income to 8 low income bedroom commamity. As its housing stock ages,
furthermore, its property tax per caplta valuatfon has alas declined, with the conge=
guence that the commupity finds iteelf imcreasiogly hardpressed to supply the services
it has teaditionally provided ifes residents, Furthermore, it L[5 also confronted with
the need to tespond positively with new kinds of service programs. In an effort to re=
build its tax base, the community has undertaken ourban renewal programs o clear soma
of its land; hoping teo attract industrial or commercial development. Howewer, these
cfforts have not succeeded and the land clearance programe have simply resulted in 4
further dacline aof the mnltjr'l assessed valuations. Thus, Maywood appears to be
confronted with a dilemma; it lacks cthe property tax base ©o undertake g level of ser-
vices demanded by its changing socioeconemic structure and by the aging stock of com-
munity boildings, but it also finds chat sttempts to rebulld the eommunity with new in-
dustrial or commercial properties heg mot been successful., Thus it L8 facing the pros-
pect of a chronic deterioration;, not only of its tax base, but of its ability to supply
the services needed by Lts residents.

Obviously, these commanities stand in stark contrast to the newer, more afflu-
ent neighbors. They alss serve as an omen of things to come, for there is no reason to
suspect that the surward movement of cope city problems will stop with the first or
pacond ring of suburbe; in fact, there is every reason to believe that their mowemant
may Be sccelerated in many of the newer, bedroom commanities which lack a diversified
tax bage and in which the housing stock promises to age quiskly.

Thus, age becomes a Factor of major significance in differentiscing between the
financial condition of various commanities. It also becomes a major causal factor far
flacal disparities within metropolitan areas. Further, the different pattecns of suc-
cass in coping with age, exenplified by commenities such as Oak Park and Maywood, also
podnt to the aesd fop better balanced tax bases im the develepment of suburban
communitiea.

Govemmental Spending Fatterns

There are disparities im the amounts different communities spend for such
basically essential services as police protection, streets, utilities, and other public
wvotks programs, but there are even greater disparities in the percentage of their bud-
get allocated to such "non-basic"” expenditure items as libraries, recreatfonal programsa,
and similar amenities of the "geod 1ife." Interestingly enough, however, the perceotage
of & community’s budget allocated to such amenities Ls not determined by the comparative
wealth of the community's tax base, but vather it i8 a product of either of two factors:
(1)} the age of the commanity, ar (1) the socioceconomic level of the community's resi=
dents., Thus, for example, the older commupities, such as Aurora, Evanstonm, Oak Park,
Summit, and Woodstock devote a relatively high percentage of their municipal bodget to
suck functions. Similarly, such upper focome and middle iecome, white collar, badroom
guburbs as Flossmoor, Oak Brook, and Park Foresc devete & similarly large percencage of
their fncome to such factors. (Interestingly, the most affluent suburb, Winnetks, does
not dévote a lacge percentage of its lncome te such non-esgentials, but this mighe ba
partiy explained by the Fact that Winnetka is located on the shore of Lake Michigan and
is able to provide excellent swimming and other tecreational Eacilities to its residents
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at & relatively modest cost. 1f this is troe, it would chen meam that geographic loca=
tion 15 another fector of consequence in determining the comparative disparitlies betweesn
comuunities within a merrepelitan area.)

Presumably , such suburbs as Fraoklin Park, Susmit, ¥Nilea, and Hilleide, with
their wealthy tax bages, could provide such nonessential services if they chose to do
&o. The fact that they have chosen not ta do o, however, fs apparently indicative of
& conscious choice on the part of their residents, larpely middle or lower income blue
collar workers. Suwch choices legitimately beloag to residents in any metropolitan area,
but it raises problems for those who would seck to alleviate disparities. Should the
provision of such ameplcies as Library facilities apd swinmdng pools, desivable as they
are frequently deemed, be considered a pace of the "essentfial package of monicipal ser-
vices" to be taken inte asccount when determining a given community's need for supple-
mental financial agsistapce [rom outdide sources?

PROJECTIONE AND RECOMMENDATIOHE

As demonstrated in Part TIT, the existing disparities in f£iscal resources
amang units of govermament in the aetropolitan area sre severe. Thay generate major dig=
ferences im the quantity and guality of public services which different governmental
jurisdictions cam provide with the sane level of tax effort; or enable other commumities
ta Aequire considerably more publiec services than their neighbors by approximately
equal cax effort,

It is alse significant that, &8 polpted out in PFart 11, the socliological dis-
pacities betvesn neighborhoods wichin the City of Chicage is much greater than are sim-
ilar disparities between suburbe outside the central c¢ity, Im facr, Lf the suburbs
were subjected to the same disparities existing in the cove ciey, it i entirely prob-
able that the present system of government would break down completely. That the present
government survives amidst chess disparities im the City of Chicage at all can e actri-
buted solely te the high degree of diversification within the central city, a diversi-
fication of industrial and commereisl propercy s¢ great that the central city has to
import thousdands of workers daily te £ili the jobs in its stores, factories, and office
buildings.

However, the suburbs do not have this kind of diversification in thelr tax
bage, and so the gquestion remains: YeThat of the future?" The purpose of the f{rllﬂﬂint
patagraphs 15 to answer that question and to soggest guidelines which, §f follewed in
the formilacisn of future public pelicy for metropolitan areas, might help create bet-
ter socioeconcmic and fiscal kalance in metropolitan areas and thus retain the viabilicy
of the nation's basic local governing system.

FEOJECTIORS

Ihe General Conclusion

& Look at current trends in the State of Lllinodis and the Chicago Scandard
Metropolitan Statistical Avea can lead to only one conclusion: the disparities now ap-
pacent smopg governments in the Chicago SH3A are becoming worse and can only ke expected
to ¢ontinue getting worse giwen the continuance of existing public policies relating to
metropolitan growth, development, and government .

This conclusion is based wpom: (1) statistics on existing financial Ercends,
{2} the absence of any trend towards balanced tax bases in suburban goveroments, (3)
the predictions of the Hortheast Illipeis Planmning Commission about the fotwure of the
Chicage SMEA, (&) the impact of age upon community well-being in the Suburks, dnd (53
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present, observable trends in Illinois state Law. Each of these will be discussed
furcher.

Ihe Underlyiog Rationale
Statistical trends.=-Many statistics can be cited in support of this argument,

but there are few that refute it. Only the more significant of these statistics will
be repeated hera.

Perhaps most discurbing are the trends in the assessed valuation per capita of
the various communities studied in che Chicage BMBA. Many ¢omounlities in recent years
bave experienced an increase in their asseesed waluation per capita, thus providing im=
provements in Local badget flexibility, but, ominowusly éenough, too many commeities have
suffered just the opposite experiepce. OFf the 18 commonities studied, the follewing ex-
perisnced increases in thelr assessed waluation per capita durling the =atly wears of the
1960"s: Evanston, Flossmoor, Fox Lake, Franklin Park, Hillside, Hoffman Estates, Park
Ridge, Robbins, and Winnetka, Suffering 8 decline during the same period in theiv as-
gedged valuations per capita were the Following: Chicago, Haywood, Hiles, Dak Park,
Fark Forest, Summit, and Woodstock. The per capita asSessed valuation in Aurora Te-
mained virtually constant during the period.

A significant fact im this listing is this: Those commupities experiencing an
increase in thelr tax bases, with but three exceptions, arve those that are now providing
thelr existing levels of municipal services without placing a great deal of strain on
loecal tagpayers. Those whose assessed valvations per capita are falling, however, are,
with ooe exception, the same commoities that now {ind themselves hard pressed to pro-
vide their existing levels of municipal and sducational serwices. The single exception
among those communities whose tax base per capita is falling is the city of Wiles where
assessed valuations are buct by the gradual decline of the suburh's traditiomnal commer-
cilal strip development slong its main streets and highways. In Hiles, however, this
decling &5 offset to a conaiderable degree b the rapidly inereasing sales tax eeceipts
providad by the suburbh's majer shopping centers.

There are three sxceptions anong those commuritiss whose assessed valuation is
riging: Evanston, Hoffman Estates, and Robbins. There is at least a partial explana=
tlon for Evanston: the community in tecent years has had considerable sugcess in add-
ing to 1ts property tax roles parcels that were previously Listed as rax exempt because
of theirv affiliacion with Horthwestern Uaiversity or other charitable, religious, ov
educational fonstitutions. These increments to the tax base have tended to offset the
docline Lo value of other property withio the suborb. The fncredsses in the tax bases
of Hoffman Estates and Robbins can only be viewed as a healthy exception to an other-
wige digturbing pattern of change.

Thus, the strained fiscal condition of many of the 5M3A's presently hard pressed
commnities, ipcluding the core city of Chicago, is threatened to become progreseively
worse in the years immediately ahead, thereby further aggravating the governmental prob-
lems atemming Erom the existence of fiscal disparities,

There i8 a4 gfcond element of concern in the statistics. With the exception
poly of Evdngton, an exceptlon which is at least partiaslly explaimable, all of the older
communities included within the scope of this study bhave founmd themselves beser in re-
cent years with a declining property tax base whem measured [n per capita terms. This
includes Chicagoe, Maywood, Ouk Park, Sommit, and Woodstock. The remaining older bal-
anced commanity, Aurora, has alse failed to register an increase in the per capita
wealth of its vax base. The Ffact that this some experiénce is being shared by wirtuwally
all of the alder communitios included within the study seems to indicate that other
suburban commmicies, af l'h¢1' grow older, can eXpect Lo E:I':P'E-l'i-l.'rll:ﬁ deterioration in cthe
wealth of their cax base. The deteriorvatien in the communieies just mentioned s off-
BRE, at least in part, by the comparative balance in theiv cax bases, but such will not
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be the cass when bedroom communities begin to experience the declining effects of old
age. When this happens, the situation may wvery well parallel the experignce of Maywood,
the most bedroom=type of the older suburbs included in the study. 4s moted carlier, the
fiscal situation in Maywcod has been sevicusly deterioratiog despite the best efforcs

of community lesaders te reverse these trends.

Trends in eales tax receipte d4lse point to & worsealng of disparities. A&s
nivted earlier; the existing sales tax systen in Iliifois which reterns & portion of the
sales tax to the commmity in which the financial transactien takes place ig the cause
af some of the worst fiscal disparities smong Chicago area municipal governments. Past
staticstics indicate that those communities receiving the greatest amount of sales tax
revenue per capita have lacreased their veturns from this tax ssurce at a mach fascer
tate than thoss commnities which received relatively little per capita [rom this ssurce.
Thus, for example, the per capita sales cax proceeds of Dak Brook and Hillside have besn
increasing while the same per capita receipts of Winnetka and HEobbins have been falling.

There are other causes, as well, which point to a worsening of the disparities.
One of these is the incresse in the amount of the sales tax voted by the 1967 session of
the Illinois legislature. Since the local share of the sales tax has been fpcreased, or
tather since the stare legislature has aothorized municipalities to increase their sales
tax rate Erom 1/2¢ to 3/%¢ per dollar, those communities already poceiviag disproper-
tionate help from this source will find themselwves disproportionately helped, with the
resilt that the gap in revenue receipts betweon the highest and lowest ranked commmuni-
ties will widen.

Second, the disparities from the sales tax can also be expected te Increase as
present marketing trends continee to mabe theie impact felt. Ia recent years, theee has
been a4 matked tendency for commercial acrivicies o shifr from smaller, moTe nUmETOUS,
and uid-ei:,r scattered shopping centers to a few large and elaborate guburban Ehup'ping
complexes, This concentration of suburban shopping in fewer commercial centérs means,
ultimately, that fewer communities will eajoy the sales tax proceeds provided by com-
mercial activity.

==The cage study of economic disparities among
subyprhan communities indicated that, as a general rule, those commnities which had the
preater amiint of industrial and commercial development, or those camrunities whish
tended cowards & "'balanced" classification, tended to be Einancially better off than
those commuaities im which the development was primarily if oot exclusively residential.
Alsp ad noted earlier, most suburban development in the Chicago SHSA has tended to take
place along transportation corridors, thereby encouraging each commnity to have Lts
oW comeereial and tndustriat developaents—En-the future; however this pattern can
be expected to chanpe as communities begin to develop in the interatices between transg-
portation corridors. Further, the increasing inclination of both industrial and commer-
cial development to oceur in "¢lusters" vather tham in a scattered or strip pattern will
tend to proliferate the development of fadusteial, commercial, amd badroom enclawves.

Finally, two trends affecting the traditionsl commenity central busipess dis-
trict are also relevant here. First, new communitles tend fo be developed without a
centeal business districr., Secoend, even traditional GBD's are tending to become centers
for a diversicy of commanity activities, rather than simple commercial areas. Therafare,
even in existing communities, the comminity central business district i8 A chanping or
disappearing entity, ver it was just this enticy that tended to give suburkan bedeoom
communities the degree of bkalance which they have poggessed in the past.

Thue, development patteérns seem to clearly palnt toward the formagion of dm-
creasingly specialized tax bazes in the suburban cosmunities of the future. To the
extent that this specialization Ls residential in nature, it will lead to the develop-
ment of commupities which have structurally unsound tax bases.
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The study of case communities pointed oot that bedroom communities do oot nec-
egsarily have structurally wnsound tax bases: the tax bases in the high income bedroom
suburbs were among the wealthiest in the Chicage SMSA. However, the promise of the fu-
ture L8 not toward high fpcome residentlal bedroom communities, but rvather roward the
middle income bediodsm communities--the same style of community that curreatly finds ic
s difficult to gupport adequate levels of both monicipal and educstional services.
There is evidence which indicates that, as the suburban expangion grows, it iz inereas-
ingly the lover middle class white coller worker and the blue collar worker whe Ls
fleeing the central city for subucbia, giving increasing rise to the demand for suburban
development which caters to the economic capabilities of these groups. The composite
of these trends a4ll seems to indicate that the mewly developed suburban comminity 14
the future will be developed with tax bases which fail to provide adeguate figcal ca-
pacicy for the support of municipal and educational services.

i : : migzion.-<In A recent Te-
pore en:ultd '"Pnpuiatiuu uud Hnuain; " rhe H-n-rt'heaatl:tn lilimia Flanning Commission
projected @ number of trends relevant to the future pattern of disparities and growth
within the metropolitan area. Perhaps most important, the Commission concluded that
"ehe projections in this repert indicate considerable further dispersion of the oorth-
eastern Illinods population by 1980 bacause they assume 8 continuation of the present
type of controls on land uwse, and conklnuwed é}uuncial advantages in home ownership, and
the use of the suromobile in going to work.' Anong the Commigsion’s projections most
important for present purposes are the following: (1) Chicago's population is expected
to stabilize by 1970 ac a level of approximacely 3.6 millicn people; (1) the population
af the suburbs is expected to grow by over 900,000 persons per decade, reaching A tetal
af approximately &.56 million by 19803 (3) home ownership is expected to continue its
present growth patterns, increasing by aboot 200,000 howmes per decade; (4) the dia-
perpal pattern of the suburbs ls expected to concinwe, with urban growth constantly ex-
tending farther out; and (5) the apartsenr boom of the 1950%s and 1960's s expected
to subaide in the 19708 and 1%60's in the suburbas, with the pattern shifeiomg to a fur-
ther expansion in the number of gingle family dwellings.

Given these patterns of population growth, the amount of land devoted to urban
residential purposes will dncrease greatly. With the absence of better controls over
lapnd annexation by existing monicipalities or the incorporation of new mupicipalities,
the number of separste suburban govermments can ba expected to inerease very rapldly.
Thus, in the light of other trends, it can only e aneicipated chat the number of bed-
roon commanlties will ipncresss with similar rapddity.

The anticipated decline in spartment houses, which tend to add more revenues
than expenditures to municipal budgets, means that this revenue source will mot be as
available to help bolster suburkban tax bases. This crend eould be parcicularly severe
in the old suburbs, such as Oak Fark, which currently have been able to maintain them-
sélwves in large part through che constrectfion of multiple famfly dwellinge on sites
previously occupled by single family homes. Future decline in the apactment house con-
struction industry probably means that older communities will be less able to tetard
the decline in their tax bases,

Ihe impact of geige.--Given the experiences of the older commnities, Evanston,
Maywoosd, Dak Park, and Summit ; and especially in Maywood where the property tax base
has bean traditionally less balanced and closer to the typical bedroom comramioy, nn[,
4 bleak Future can be predicted for aging suburbs. Belatively few suburbs in the
Chicage CHEA are now experiencing this kind of decline, because relatively few suburba
in the Chicago SHSA were built prior to World War I1. The most rapld suburban expan=
sion oceurred after World War II, in the late 15%40"s and continuing on through the

&/ Hﬂt':htuttru I1lioois Flanning Commission, "Population and Housing,™ April, 1965,
P &,
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1550's and 1960's. Durine che 1970"s and 1980"s, however, those suburbs built after
World War 11 will begin the process of aging and tax bage deterisration. When this se-
euTsE, a great many suburke in the Chicago SHSA may find themselves In sevioud Uinsncidl
difficulty unless some means s found to mitigate the fmpact of the present tack of
balance in their property tax bases.

Irends dn Tilineds Stare Law,-——Recent sessions of the Illiceis legistatuce
have ot desepstrated sov ootable changes fn the inclination to dévelop legislation
nesded £ either subsfantially improve the [igcal situation in Illincis communities or
to develop more sophisticated machinery for puiding or controlling wrban growth and de-
wit lapmeat . The 1967 dession of the legislature did provide 1llinoie municipaldtics
with more Falés tax revenue, buof this has simply inflamed rather alleviated disparities
and will provide Hittle relief to many sorely pressed commnities in which titche com=
merefial activity fakes place.

other similar examples could be eived,  The Y967 Tegislarore sericusly threae-
eped Lo digestablish the Worthesstern I1linois Planning Somission which, though it may
have serious defects hindering {ts effactiveness, =till represents a modest beginning
towartds the formulation of thoughtfol, area wide approaches to area problems.  Perhaps
the most hopeful legislative development in 1¥F was the decision to hold o statewide
vaferendun on calling 4 copatitutional convention. Such a comvention might lead to
ma jot long teem pelief (o e problems of locdl goverament Lo the sCaEe,

The cesults of reapportionaent do Illinodis legislative politice has done wery
1ittle to #ase fhe plight of urban areas. Tn facE, fThere is evidénce which indicates
that urban areas might have =uffered as & Tesult of reappertionment:  Reospportionment
has increased suburban representation partly ar the aupease of represencacion from Chi-
cage, and suburban representatives have shown 1itEle Inclination to resolve their dis=
parate philosophiss into csordipaved programs for the selution or amelioracien of urban
problema,

BECOHMENDATIONS

The disparicies described in-this survey seem to ecmanate Erom three different
soucces: (L) from variations in the fiscal resources of the different communities,
(2Y Frog inadegquats land develomment policies amdl contvols, and () from cholces foten=
tionally made by the commmities themselwes.  There i probably titche that should be
done about dispacities thaot are a matter of choice--unlegs,; of course, that suclk Jiz-
parities threaten the well=bkeling of the area as a whole. Othéer disparities, hoWwever,
can and shouid be controlled: Suggestioms oo how this might be accomplished are of-
fered dn the Eollowing paragraphs.

Alleviaring Ecopomic Froblems

Theoretically, there aTe & number of ways in which che economic problems of
local uwnite can be winimiged.  Boech wnits can be gilven greater taming authorizyi they
can be gliven grants-in-ald; changes can be made in their Eaxing powers felative o
their existing tax bases; or even the basic structure of local goveroment cam be
changed to reduce ar least the woerst impact of tax base fragacntation. Three tech-
nigues which appear to be realistically achievable will b discufsed héifwi ofddEish
of larger special districts, the development of egualization aid programs, and the pro=
vislon of other aids through granté or shared taxes.

Special Mistrictg. ——toe proven way when properly used, of reducing or elimina-
cing-the disparicies berwaen tading jurisdictions is the special district. To be sure,
Fprcial dIEtTicts have cefEala undesivable featires) they are less sobject to popular
contrel; they tend to furcher frageent the tax -base; they make coordination of



govermmental service activities more difficult, and, in Tllinais, they are prone Co cor=-
rept or ingfficient practices. MNeverthelsge, guch districes have proven b be effective
means for overcoming disparities in the tax base. The Chicago Sanitary District, Eor
enﬁmpif. provides a toughly aqual level of sewerage collacklon and treatment service for
the urbanized portions of Cook County and dees se at a coest which 12 equally spresd over
all of the assessed valuwation in the diserict,

A comparison of educatiomal sérviced in subarban Cook County adds sepeagth Co
the claim that large special districts can overcome the worst comgequences of tax base
fragmentation. The secondary districts in suburban Cook County are generally sewveral
times larger, peographically, than are the elementary discricts. Significantcly, the
disparities in eaxable resources of the warious secondary districes is far less than
it is for the elementary districts and the disparities in the lewel of servicesa pro-
vided by the secondary districts is alse much less than it is for the elementary diz-
tricts. In short, the larger school districts have provided a less disparate lewvel of
educational setvices amd have enjoyved more equalized fiscal respurces than have their
tmaller elementary counterparts.

Egsni.ﬂ Motropolitan Taxing Districts.=-The worst consequences af special dig=
tricts--tha problems relating to the coordination of sapvices amd the provision of po-
litical control-=-might be overcome through the formation of a new kind of special dis-
triet, the meteopslitan taxing districc, Such a disteict would levy tames fer the sup-
port of one or more public secvices, but would simply rebate the tax funds collected to
the existing governmental jurisdictions which would, in turn, prowide the required ser-
vices. BSoch districts night be established on an intra-county, a county wide, or an
inter-county basis. Any oumber of Services might be incloded in the list of functioms
which they finance, or alternately they might provide funds o be wsed, at tha local
wnits discrecion, for any proper purpose. They would thus deaw funds from a large,
diversified economlc base and rebate them through some agreed upon [oraula to all of
the govermental jurisdiccions included cherein,

Thege I'IE'E'E-E-'FID'ELEHEI 'I:ﬂ:lfll:'l_g, disecricces would posE TaTrain pl'tIEllEI'l.E af dtﬂigﬂ, [=1H 1 &
none of these are insuperable. Some decision would have to be made regarding the nature
af political represantation and contral on thelr governing hady., District boundaries
would hawe to be defined. Decisions on che functions which such districcs would fi-
nance would need to be made, Some uiltimace limitatlon or rescrictiom om their caxing
powers woild have to be imposed. Finally, the range of taxes available co such dis-
trices would have o be established. They could lewy taxes, for example, only against
property or Chey could serve as the basic wmit to which orther taxes, such as the gales
tax o A4 local share of am income tax, might be returned for redistribution Eo lecal
unics oFf govearoment. Finally, some basis would have to be prescribed for allocating
funds among the units of govermment included in the districk.

For example, a taxing district might encompass 411 of ehe ccomunities in sub=
weban Cook County., This distriet, once established, might levy a property tax and
serve 48 The collecting agency for the local share of all local sales taxes collacted
within suburban Cook County. The procesds from both the sales tax rebates and the
district'sa proparty tax collections might Ehen be allocated among the mupicipal gowvern-
ments in accordance with a per capita or other kind of formula. Such a district would
ngither affect local contrel over municipal seevices vor the independsnt property tax
powers of the monfcipalities, but it would equalize tax resources by overcoming, at
least in part, the fragmentacion of the gounty's cax base,

Equalization arants.-=As noted sarlier, the school equalizacion tax formilas
do have a positive effect vpon tha tax base imequities of the very emall jurisdictions--
tha alementary school districts. This gives credemce to the belisf that some Form of
equalization formula could be deriwed which would cqualize the tax resources of both
larger school districcs and of other uwnite of local government. LE such a formula
could be derived, a grant-imp-ald program based vpon [t would eonstitute a major step
forward toward the alimimation, or at least the alleviation, of these inequities,
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ragardless of whechar the ald was provided by the national government, the state govern=
mant, the county gewsrpment, or a special metropolitan taxing districk.

Add programs.--Since any baslc restyucturing of local government boundaries
would méet with insumountable apposition, some other means must abviously be found Eo
reduce discrepancies where they presently exise. This means ultimately cthat some form
of aid program must be found, to be administered either by existing unies of government
or thea apm:l.a]_ metropolitan taxing district, {ne possible formula upon which an aid
program can be Gased, obwionsly, §s the por caplta fomuls such as that curreatly used
by Hew York Stave. Such ald programs do not resally reduce disparicies, but they do
help hard pressed uwnits of lecal government provide & minfmally adeguate level of see-
wices, For this reason alooe, they are cercainly preferasble co e ald aystem at all,

Ideally, however, any £ormula wsed eicher a8 a bagis for diseributing granta=
in=ald or as a basis for sharing state or nationally collected Eaxes ghomld Embady
three principles: (1) swch revenue rebates should be for general rather than specified
putposess (2) they should be based wpon need as deterained by the demands for servicens
made uvpon the individual units of local government; aod (1) chey sheuld be based upon
need ag measured by che relative abilicy of the individual local poverrment to finance
its own service pragrams. Any digtribution formula based upon the sgurce from which
the taxes were collected will, like the TI1linodles sales tax, vltimately increase rather
than decresse the ddsparicies correntiy existing in governmental tax bases;

Soupees of ald funds,=-This analysis has made no distinction between the source
of aid funds: such aids could come aither feom che naclenal government, cthe state gov-
erfment, & County government, of a special metropslictan taxing district. The Important
peint is that the money be cbtaloed from some source, not that [t be ohrained from some
speclific source.

Better land uss m'ntrg].l.,"'[h- results of this study have provided additional
suppatt to the well established principle that any local govermment's abilicy to fi-
nance ics publie services 18 directly related to the wealth and diversity of its tax
base. Thus, the commercial enclaves, the indusecial enclaves, the high lneome bedroom
communities . and the balanced commmities have shown themselwes better able to provide
acceptable levels of services without undo strain wpon local taxpayers than middle and
low income bedroom communitias, This beipg true, and taken together with the lack of
adequate regulation over the development of unincovperated land adjacent to urban com-
munitleds, it becomes clear that dome effective ares-wide planning and costdinacion of
land development is needed. Such planning and coordination must seek to (1) retard or
stop land development and wtilization schemes which threaten to pose severe urban prob-
lens in future years, {2) promete more broadly based tax bases within individual units
of lowal govermment, and (J) exercise some control over actioms affecting local govern=
ment boundarlies, including annexations, Lncorporations, and consolidations of existing
governménts. Any political organizaticon glven such responsibllities cught o be so
constituted that its members reflect areawide rather tham strletly parochial inceceste.

These principles can bé realized in a wvarlety of different wave. Agala the
imppriant point is not the specific form that Is wied Eo achiewve them, but chat some
form be developed which can parfoem chese functioms.

2ghex Ferms of Assisfance

In Illinois, and undoubtedly In & great many other states with metropolitan
argas, there are a ousber of gther sctions which, although not directly related to dis-
parities, can, 1if taken, help to offset these disparities. For example, local govern-
ments would be alded 1f either the state or county governments would provide centrally
far such [unctions as purchasing, training of losal officlals and employess, and record
keaping, perhaps through the development of central computar facilities for all units
af government. BSuch services can be directly related to disparities if charges for the
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uge of such services or facilities were warled, depending upon the abilicy of an Inddi-
vidual local government te pay for them.

Within the 5State of Illincis, there are several additional steps that could be
taken immedistely to minimize the fimpact of such disparities., Firet aod most impoertant,
of course, would be a change in the basis used to redistribute sales tax proceeds to
municipal goveroments. Secomd, the state should take measures to enforce collections of
personal property taxes, of else elininate the personal property tax systém. Presenot
enforcement of the tax 18 haphazard: Some baxpayers pay it and others do not., The tax
has been wirtually dgnored in the City of Chicage for wyears by residential taxpayers.
1f the tax were properly levied and enfovced, Chicago®s sagging revenue ploture would
undoubtedly recelve a major shot in the arm,

1t makes litcle difference whether the state or national gevernment provides
the aids now so sorely needed by some wnics of local govermment. What is important,
rather, ig that some ald come Erem some source. But other changes are also needed,
changes such as the development of better controle over land davelopment and utiliza=
tion, HRealistically, however, there appears to be scant hope for such positive actiom
in the near future by the I1lineis legislature. It L&, in facr, entirely probable
that such action will not be fortheoming until such time as the natiooal government
atimulaces it through such incentives as federal ald programs. For this reason alone,
federal action which would encourage progreseive state legislation regarding the gow-
ernanca of metropolitan areas 15 sorely neaded,

Thug, unpopular though it may be, federal action now appears essential 1f com=

prehengive programs aimed at the elimfnation of Flscal disparities in metropolitan
areas are to become a reality.
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Flacal Disparities im the
CLEVELAKD , OHIO
Hetropolitan Ares

Excerpts from a Report by
Frederick Stocker
Ohio State University, Columbas

Central Outside
— Major Fiscal Dispapities, 1965 = _Cify = Ceotral Cigy
Per caplita State and Federal aid & 54 5 33
Por capita revenue Efrom taxes 151 16%
Per capita edecationmal expenditure 81 105
Per capita noneducational expenditure 188 L45
Total estimated population, 1966 {(thousands) aLl 1,023

In the summer of 1966 the Hough area of Cleveland was the scene
of & violent riot. Im the fall of 197 the city become one of the first
two in the United States to elect & Hegro Mayor.

Cleveland is blocked from expansion by a ring of incorporated
mipicipalities, and suffers the classic syndrome of I:ﬂ'lﬁ.dl}' increasing
low income population, vanishing middle and upper income cesidents and
obsolascencs., In the sutskirts is a wide range of community types: An
industrial enclave with a grotesquely high per capita valuation, exclu-
give suburbs where the "power alite' of Cleveland reside, low income bed-
toom commmunities, and rural settléements suddenly caught op in rapid amd

radical change.

The figpascial problems of Cleveland were underlined in December
1967, when the new Mayor told the astounded City Council thae the pre-
wious city government had bestowed wpon the tenth Largest edicy in the
nation "no reserves, oo cushions ., and a $100,000 deficie.
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THE CLEVELAND METEOPOLITAN AREA

The Cleveland Mstropolitan Area (3MSA) conglsts of Coyahoga County, Lake County,
to the Hortheast alomg Lake Erie, Geauga County on Che Southeast, and Medina Coonty om
the Southwesec.l! The City of Cleveland le located in Cuyahege County. Adjacent to Cuya-
hoga County om the South i= Summit Counety, comstlituting part of the Akrom EMSA. Adjacent
om Che west alomg Lake Erie is Lorain Coumty, which comstitutes the Lecain-Elyria SHMSA.
The 5MS& thus comsists of four counties, but several other adjacent counties would prob-
ably be defined as part of the Cleveland SMEA but for the fact that they have been desig-
pated separate SMSA"s. The present study considers only the four counties in the Cleve=
land SMSA pEOper.

The urbanized arca almost completely blankets Cuyahogs County. .« « o
POFULATION

The Cleveland SMSA (four counties) had a 1960 population of 1,909,000, or 24.6
pRECent moTe than a decade earlier (Table 1-1}4 By 1965, population is estimated to
have incressed to 2,087,000, FPFopulation growth in the decade of the 1930's was concen-
erated {m the portlens of che SMSA that lie sueside the City of Cleveland. The City ik-
self declined & percent in populationm Erem 1950 eo 1960, with cthe result that, whereas in
1950 well over half the population of the four-county area resided in Cleveland, in 1960
more than 60 percent of the population of the area resided in the area ovtside the cen-
tral cicy.

A special census of the City of Cleveland, as of Aprdl 1, 1965, found that the
decline in population had accelerated. Bebwesn 1960 and L9465, total populacion fell by
7.4 percent,; from 876,000 to BLL.000.

Racial Composition

A significant indicater of a wariety of econcmic and social problems that give
rise to need for govermment programs is found in the changing racial composition of the
area. Cleveland typifies the natiomal pattern of Megro concentration in core-city areas
as whites flee the central city to tha more segregated suburbs. The Hegro population of
the Cleweland 5454 &nd of che Cicy itself has been increasing steadily. As recently as
1550, Hegroes represented only 10 percent of the SHSA population, and 16 percent of that
of Cleveland ftzelf. By 1960 this percentage had increased to 13.4 parcent for the BHEA
a8 a whole; fn the Cley of Clevelsnd {¢ had incressed to J8.6 parcent.

The special 1965 Census of Cleveland reveals the extent to which che racial com-
position of the City's populatiom is changing. The net logs of ﬁﬁ,m in population re-
flects the loss of 91,000 white residents and the influx of 26,000 additicnal notmehites.
The increase in Megro populacion tends to be concentrated ip a fow neighborhoods. He-
twepn 1960 and 1965, marked increases in the Negro population were evident im the Glen-
wille and Mount Fleasant neighborhoods. The famous Hough area experienced a small de-
erease in Hegro population, while losing about two-thirde of its white residents. The
populition déclineé in this area was in part atbiributable to demolition of dwellings in
conmection with the -Ilil'.].l"l urban renewal program.

l,." Geauga and Medina Counties were added bo the SHEA in 1960, Data for the SMSA from
the 1960 Census, however, cover only Cuyahoga and Lake Countles,
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TARBLE 1-1.--POFULATION OF CLEVELAMD 5MSA, TOTAL AND REGRO,
BY COUWTE, 1950, 1960 AMD 1965

County

Total SHIA

Cuyahoga
Clewe land

Geanga

Lake

Medina

Hegro population,
total SHSA

Cuyahoga
Cleveland

Geauga

Lake

Medina

Percent, Hegro of
total SHMSA

Cuyahoga
Cleveland

Goauga

Lake

Medina

1950 _1960 1965  1950-1960 1950-1965

1,532,576 1,908 483
1,369,532 1,647,895
914,B0B 876,050
FL O 47,573
15,97% 168 , 100
0,417 65,315
153,407 258,917
131,187 235,310
1dF 847 230,814
803 1,032

231 1,963

LBE 612

10,0 13.6

10.% 15.5

14,3 28.6

1.0 2.2

1.2 1.3

i.2 0.9

®July 1, Ohioc Department of Development,

2,086,585

1,75%,00"
810,858,
55,321
189,519"
78, T45*

O
276, 376
fi.d.
fh.d.
ol

n.a.
34,1
f.8.
fi. 8
Mol

Farcant Eh&git

26,6

18.6
=43
78,5
95,7
Gl.6

bE. 8

68,9
69,6
28.5
110.8
5.9

36.1

26.6
=11.4
122.6
150.0

Q4.8

n.a.

86.9
..
Nad.
Oada

1960-1965
9.3

n.a.
Lo, 2
O.8a
O:.8.
O:.8a

Source: WU. 5. Department of Commerce, Buresu of the Census, except a8 otherwise

indicated,
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The pleture, in summary, is one of rapidly growing population in the OCC por-
tions of the SMSA; Eradually declining population in the central city; a heavy influx
of Hegroes into the central city, with the impact concentrated in & few ghetie nelghbor-
hoods: and A4 marked exodus of whites from the central city.

While it iz not veadily evident in census data, the Cleveland social milieu is
complicated further by the existence of clesely knic white athnic groups, mamy of which
hold strong antipathies etoward outgiders and especlally toward Hegroes. This situation
presents points of conflict that are potentially explesive; it also peses an obstacle to
coordipated efforts on the part of the community and fte lecal government (especially che
Cicy of Cleveland) te ameliorate sgcial disteess.

Compoaition by Age and Sex

The growing requirements For public services in the Ciety of Clevaland are iondi=
cated also in the changing sge and sex composition of the population. EBetween 1960 and
1965, the proporcicn of the eity populacion that was below 14 years or over B5 of age
increased from 38.5 percent to 40.2 percenc.d/ During the same period the proportiom
of males 1& years old and ower declined from 3.7 percent te 33.5 percent.®’ School en-
rollnent increassed greacly despite the owverall decline in population; city-wide the in-
crease in the five-year period was 15 perneut.i-'r In heavily Hepre peighborheods the in-
cragses Tanged up to almost 30 percent.

Public service neads are reflected also in the proporticom of families below the
poverty Level. In 1963, throughout the city as a whole, 1 cut of & persons was a member
of a poverty family, Within cthe selecced meighborhoods examined in the Censws study,
the proportion was almost 1 out of 3. Amomp Hegroes the proportions were still higher,
im the West Central neighborhood approaching 50 peccent. In every one of the selected
neighborhoods, poverty amorg Wegroes was more prevalent im 1965 than in 1980,

ECOROMIC BASE

The industrial orientation of the Cleveland SHSA is showm in the pattern of em-
ployment. Im Cuydhoga County, 45 percent of those on payrolls im 19694 were smployed in
maufacturing, with the transportaciem equipment, nonelecteic equipment, and primary
metals processing industries dominant (Teble 1-4). Each of the other counties in the
EBHEA showed relaclvely greater concentration of employment in manufacturing industries
than iz characteristic of the natiom as a whole.

=« o« fAccordiog to 1960 census data, the Clovelard work foree (those working in
the city} of 488,400 includes 200,000 nomresidents of che city (Table 1-5). Four out of
five commuted into the city from echer parts of Cuyahega Cownty. Ten percent commuted
from the thres countles that eomprise the balance of the SMSA (as presently defined);
(this figure probably bas Lncreased aince 1960). The private automobile was the dominant
form of transportation, Almest 80 percent of commuters used this means, while only a
lictle more than half of those living and workimg tn che city drove to work.

3/ U.5. Department of Commerce, Bureau of the Census, Current Populatiom Reporgs, Ser=
Ieg P=23, No. 21, Takle 1, pp. lO0=11.

4/ Ibid., Table 2, pp. 12-13.
if Ibid.
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TABLE l=i).=--EMFLOAMENT FATIERR, HY INDOSTEY AND BY COUNTY, CLEVELAND SMSA, 1964

Fercentage Ini

Iraneportation
Employeas an Otilities, and Finapce, In=
Payrolla Contract Sanitary Wholesale Retall surance and All
1962 _L9G4 Construction Manufactubfing Services Trade Trade Eeal Estate Services Other Total
== thousands J=-=
Cuyahoga 355.4% 577,735 4 45 & H 15 £ L6 - 14
Ceauga 5,097 6 579 &4 L] & 4 17 3 1] 1 100
Lalke Th,658 28,114 3 55 3 3 20 3 10 - 100
Hadina 8,662 9,385 4 4l 4 &4 i) & 15 2 100
V.5, average L ir 7 7 1% [ L& 2 100
Fereant of Percent of
Takal Total
Dominant Iedisgbyieg Empléyment Employment Dominant Industries t_ Eppleymint
{thousands chauaands
Cmypghaga County Transportation equipmenc 44,087 8.4% Lake County Chemicals and allied products 1,527 17.8%
Honeleserles eqguipment 346,561 G.3 Hopalectrical machipery 2,618 9.2
Frimary metals proceassing A6 46T B3 Fabeicatlon, spéclal metal
products 1 B2 B
121,075 21.4
Toral 9,371 33.1
Geauga County Rubber &nd misc. plastics 1,800 7.4
Stome, clay and glass kL 5.5 Hedina Ceunty Rubber and mizcellanecus
Electrical machimery products 1,320 15.9
efulpaent 358 z.é Fabrication, special matal
products 756 7.9
3,548 38.8 Medical and other health
services - 7.1
2,957 in.s

Sopree: (LS. Bureau of the Cessus apd Boclal Security Administration, County Business Patterns, 1964, as summarizad by che Office of
Ecoppmie Dpporvtunity Ioformaticn Cemter.



TABLE 1-5,--RESTDENCE AMD PLACE OF WORK OF WOREERE, CLEVELAWD 3HEA, 1960

Cleveland Work Force by Place of Residence

Transportation

Total by Auto

Living im Cleveland 2BB ,BLY 158,714

Living elsewhere in Cuyahoga Coumty 160,631 123,134
Living elsewherse ln SHSA

Geauga County 4,225 4 072

Lake County 13,687 12,708

Hedins County 3,554 3,319

Living elsewhere, in place not reported 17,474 L4, 13&

Total 488 400 316,081

Cleveland Resldent Workers, by Flace of Employment

Working in Cleveland T8 BB 158,722
Working elsewhere in county 23,161 18,201
Working elsewhers In SHGA
Geauga County FEE 262
Lake County Qa7 B33
Medinn County 90 90
Working elsewhere, in place not reported LT hid 2,575
Tecal 130,719 180,689

Souree: .5, Census of Population, 1960, Journsy tg Work, PG {2)-
6B, pp. 24-23.
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Seven out of eight of emploved persoms living in Cleveland worked in the city.
Mest of those who commuted out of the central city worked elsewhere Ln Cuyahoga County.

LOCAL GOVERMHENT IN THE CLEVELAXD 5HSA

According co the Census of Govermmente, local gevermment in the Cleveland BMEA
in 1962 was in the hande of 208 separate unlte of local goveroment, not councing the Fad-
eral and State govermments and their ageocies (Table 1-6). Bebtweesn 1557 and 1965 the
number of local units decreased by ten, reflecting the elimination of 1l school districrcs
and the creaticm of one new special district. The number of school districts remained
wenchanged between L1962 and 1966, but ome mupicipality and cne tovmship passed out of ex-
igtence a8 a vesult of consolidacion and annexation.

Local Finances

Local goverrment in the Cleveland SMEA; with an estimated 19%& population of
1,958,000, spent aboot 55350 million for public services,; and raised abgout 5310 milliom
in gemeral Tevenue in fiscal wyear 1%63. Public education represented by far the largest
single category of local expenditure; higlways, public welfare, health and hospitals and
police protection were, fn that order, the next largest categories of local publisz expen=
diture. Revenues were decived predomimantly from local sources--the property tax and
charges and miscellansous sgurces, (The income tax had not yet made an appreciable im-
pact ipn the SHSA.) About one of every five revenue dollars came from intergovernmental
transfers, nearly all from the Scate goverrment.

On & per capita basis local expenditures in the Cleveland SHEA averaged 5281 in
1264-65, and gemeral ravenue, 5261, In both respects Cuyahoga County was slightly above
the average for che 5M5A as & whole, Cuypahoga County per capita spending was slightly
beleow the SMBA average For public edwcation and sewerage, and slightly higher for public
wallare, public safety and sanitation other than sewerage (principally garbage and ruhb-
bleh collection). Long term debt per capita was slightly above the SHSA average.

Cuyahoga County property taxes (per capita) averaged higher than those of the
SMEA as & wvhole; the seme was true of intergovertmental reverus, because of distinetly
higher per capita receipts from the Federal Govermment.

The City of Cleveland ftzelf raised 5153 million in general revenue 1o 1964,
Genetal expenditures totaled 5158 million. Heither school revenues nor school expendi=
tures are included in these amounts, as the Cleveland Schoeel Discrict i2 an independent
governmental unit. In 1984, a relatively small ascunt of welfare expendicure was in-
cluded in the city budget, but this function has now been centralized in the County,

The largest expenditure fitems in the city budget were highways, police proteg-
tion, fire protection, and sewerage. The property tex was the dominant tax source in
1354 {although the local income tax 98 likely soom to rival che property tax In total
productiviey). The city also received large ampunts from pontax revenuss, especially
from sewerage charges and operation of the municipal water system. Both services are
suppliad by the city te many suburban communities at charges chat cover or more than
cover the cost. The city's comtrel over the water and sewerage system gives the city
some reveanue from ite suburbs, as well az a degree of contral over che pace and directlon
of suburban development.

In comparison with the average of 38 metropolitan areas for which the U.5,. Bu=-
redu of the Census reports government Financial data, the Cleveland SMSA appears to ba
distincely below average both in vevenue and in expenditure per capita, Expenditure per
caplta wag more than $20 below the J8-ares average, with lower than average smounts being
spent for education, public welfare, health and hospitals, police and fire protectiom and
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TABLE 1-&.--NIMBER OF UNITE OF LOCAL GOVERNMENT , CLEVELAND SHSA, 1957 AND L96Z

Cuyrdlioga G s Lake - Hodina Taenl SMSA

T¥pe_ 1957 1962 1966 1957 1962 1966 1957 1962 106§ 1957 1962 1966 1957 1967 1966
County 1 1 L 1 1 1 1 1 i 1 i i & & &
Municipality S8 38 a7 5 5 5 17 17 17 9 1d Lo 89 2 B4
Townahip & 4 [ 16 1& 16 ¥ ] L] 18 L7 L7 L5 44 435
School district Ie 3 iz 13 B 8 9 9 4 i3 ¥ 7 67 1) ah
Special district & i s | | h-a. 1 2 n.d. & 4 M. 1o 11 m.a.
Toral a9 59 Cl-d. L £l m.ds 35 A6 mad. &5 39 Ol 215 205 - 1

Source: U.5. Census Bureaw, Ohio Bducabion Association, and reports of the Auditer of the State of Ohio.



several other caregories of expenditurc. The Cleweland 5SMSA was above the J8-area aver-
age in per capita expenditure for highways snd sewerage. The significance of such com-
parizons 18 of course opem to question, &8 they involve areas with differeat price levels,
diEferent local goverrment structurcs and different degrees of direct involvement by the
State in performance of public sepvices. It is unlikely, however, that the “price per
vynit of government serwvice” is less in the Cleveland area than in cthe average of other
BMEA"s; nor is the State of (hio noteworthy for ies degres of Scate assumpbicn of respon-
sibility for administration of State-local funcCions.

The conclusion indicated is that the Cleveland 5MSA, as a whole, supporte Ltz
pabilic services and facilities at a disEinckly lower lewvel than the average of other
SHMzEA's throughout the counbry.

Howewver, in comparison with other dhio SMEA"s for which data are reported; the

Cleveland area appears to be relatively high both Lo per capica general revenue and in
per capita direct genercal expenditure.

Logal Policies

Intergovernmental relations inm cthe Cleveland area are closely bound up with
party politics, only a few facets of which can be dealt with here. The City of Cleweland
is tradiciprally Democratic. The state goveroment has, with brief exceptions, been dom-
fnated in recent vears by Republican or conservative Democratic administrations. The
situation has produced many of the large cilty-state govermment conflicts that cend to
charactarize urban states,

Desplte the long-standing ascendency of the Democratic party in the City of
Cleveland, the political ¢limate g one of tukmell. For many years the doninant politi-
cal factor was Mayor Anthony J. Celebrezze; who succeeded in gaining and retaining the
suppotrt of most of the varicus and contending factioms within the Democratic party.
Though—he s ot genetally vegarded as having been—a strong leader, during his admini==
tration the cicy developed close cles with the Federal Government and enjoyed its close
cooperation on urban renewal aAnd other Eedetally aided urban programs.

Following Mr. Celebrezze's appointment as Sccretary of Health, Educaticonm and
Welfare, Frank 5. Locher took office. During his administration many of the city'e prob-
lems--problems that had been developing for weara--broke fnte the open. The colldapge of
the city's urban renewal program early in 1967, apd the summer-1%66 rioting in the Hough
area, are only two symptoms of & more deep-seated political impotence, , ., .57

Local Tax SEructurs

In dhio as glsewhere, the property tax provides the bulk of reverue for local
governments. Many Obio sunlcipalities, however, hawve developed local ecarned income taxes
as a supplemant Lo property bax reverues. Cleveland lomg held out against the earned in-=
come tax trend, On Japwary 1, 1967, however, the city began collecting a 12 of 1 PRE-
cant lewy on incomes earned within the city, provided however that, in the case of a com-
mutar, I3 percent of the amount collected would be returned to the sunicipality of resi-
dence, Lf that city imposed a sinilar tax apd reciprocated with respect to Cleveland res-
idencts. Since then most of the 57 manicipalities in Cuyvahogs County have epacted sarned
income levies. This cax development deminates the present and prospective Fiscal sitwa-

tlen not only of the City of Cleveland but of the entirve mecropolitan area, and indesd
of the state as 4 whole,

af dea Robert H. Giles, "How bo Become a Target City," The Reperter, June 15, 1967, pp.
3B=-41; alze cthe Skow article in The Saturday Evening FPost (op. clt.).
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The income tax.--Cleveland was the last of Ohico’s large citles to join the lo-
cal earned-income tax movenent, which started 20 years ago in Tolado and has since spread
to about 160 Ohioc cities and villages. For a4 long time the city was deterred from enact-
ing the tax by cpposition fn the suburhbs, which inststed on a4 share of the revenue being
returned to the commmity of the taxpayer's residence. Cleveland iz sometines described
as a classic example of & commmnity in whiech the power elite has moved to the suburks.

I'm this case, it was politically impossible for the city bd put Across &an income CAX
without the support of the newspapers and leading citizens crganizations, but this sup-
port was condiciemed onm an acceptable arrangement being worked ocut with the suburbe. The
latter was proven lo 1965 when Cleveland's first incong tax proposal was defeated.

Delay may aleo bave reflected some hope that the Scate might coms up with some
form of assistance for the city, bubt such hopes were obviously uot wall founded)

Finally in 1966, in an action many chservers say was long over due, the city
aceepted the inevicability of both an income tax and a sharing arrangement, and enacted
the tax oublined abeve, The provisiom for return of 25 percent of the tax te the munic-
ipality of residence was deemed the price necessary for wide-baged support. Such a pro-
vision,; of course, creates a strong incentive for esnactment of 4 gimilar levy by aaeh
and every suburh, because the reciprocal sharing appliecs only between municipalities haw-
ing such a2 tax: Omly in this way can the suburk be sure to receive ivs full share af the
ravanise, Predictably most of the municipalities im Cuyahoga Counky have now Levied an
income tax. GSerlous adeinistrative problems have been created notwithstanding the es=
cablishment of a centralized collection secup chacr handles adminiscration om a contract
basis for most munfeipalitfes. Compliatee problems are also troublesome for the business
figm that must withbhold taxes for employees Erom perhaps &0 different jurisdictions, and
for those that must apportion their business pet iocome for Etaxatiom among the Caxing
communities in which they produce, sell, or have esployess.

Degpite the intergovernmental tangle to which it has given rise, the local
eamed income tax has contributed somewhat to moderating fiscml disparities. The inccome
tax ia expected to bring in desperately oeeded revende to the City of Cleveland. Tn fes
first year of operatiom, the tax is expected to bring in 511,250,000 or che equivalent
of 3,89 mills on the local property tax base. In the suburbs the reverues are expected
to be less significant; in several, it was indicated that the revemses will be used to
incraase policemen's and firemen's salaries, and that no expansion im public services or
teduction in property taxes 18 in prospect.

The local fncome tax ls, however, open te abuse in ways that may aggravate Els-
cal disparicies. If Cuyahoga Heights,!/ For example, were to epact an income tax (as of
now it has mot, but there is no reason why Lt could noet) it would pour revenue inko the
Village treasury, most of it being pald by commuters whose home communitics, with far
higher tax rates and lower lewvels of per capita expendituwre, would benefit only to cha
extent of the mingr fractiom of the revenue rteturned to them. Such a step would merely
give industry a still more advantageous tax position, at the expense of tha commsuting
work force. Such a situwation has already developed slsewhere in the State.

PrnEl{H I:ml,‘.iﬂ,--'[‘ht property tax prowvided 5%.1 percent of all local pgeneral
revernue in the Cleveland 5M54 fn 1964 (Table 1=12}). This was considerably above tha
average for the Stace of Ohio as a whole, and Chic in turn was well above the nacional
average in the proportionate reliance of local governments on the property tax. In Cuya-
hoga County the percentage was still higher--559.% percent. The greater relative depen-
dence of local unies in the EM8A on the property tax partly reflecte the absence (uneil
l'Et!I'If.lj'} of lecal earned [nceme taxes, vhich had by chat cime beceoms p!‘ﬂ'u'!l!l'l.t in the
rest of the State. This is shewn i Che relatively low “"other taxes" percentages in che

L" hs discussed below, this commumity is an industrial enclave with ap enormous cax
base; low tax rates, and high levels of public expendicure per capita.
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TABLE 1-12.--S0URCES OF GEMERAL REVERUE OF LOCAL GOVERMMENTS,
OHIO TOTAL, CLEVELAND SMSA, AND CUYABOGA COUNTY, 1964

All logcal general revenae
Intergovarnmental revermes

From state
From federal

Uhic sources
Property tax

Other taxes
Charges , miscellaneous

{Thousands])
{his Total

Dollars ~ Parcent

E2,310.5 100,0%
52.0 2.3
S87.7 5.4
1,670.9 12.3
1,147.8 49.7
12%.4 Sudk
i98.5 17.2

Dollars

8510.48

7.
101.49

401.5
301.7

8.0
2.0

Cleveland SM3A
FPercent

100, 0%

Dallars

Sh44. 5

a Count
FPercent

100, 0%

Sourcet U.5. Department of Commerce, Bureau of the Census, Governmental Finances inm
1964-65 and Local Government Finances in Selected Metropolitan Areas ip

1964=65.
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SHEA and in Cuyahoga County. In part also it reflects the lower relative smounts re-
caived from the State and Federal Goverrments.

Millage ractes onm property in 19646 averaged 54,7 per 100 of assessed waluatiom
for the SM5A as a whole (Table 1-13). Estimates by the Chlo Tax Study Commission of che
average effestive rate (rate or Lfull walue) on real escace show Cuyahoga County at 1.64
percent, the highest of any county in the Stace. The Seace average in 195 was 1.36 per-
cenk.

The property tax base for local levies inclwdes real estate, tangible personal
property, and public wtility property. OChioc wses a classified proparty tax System, un-
dar which (at the present time) real estate is assessed at a target tatio of 40 percent,
tangible persenal property 2t ratios of 50 to 70 percent, depending om the class of prop-
erty, and the peracnal propecty of public utilicles {s assessed at 100 percent. Tangible
persondl propercy adeegsed For baxatiom comsises emly ol business propercy. The result
is that business property--tangible personal property and public wtilicies property, and
commercial and industrial real estate--represents an unusually high proporeiom of the
property tax bage. In view of the tendency for businmess property to be diseributed sery
upevenly among lecal jurisdictioms, the concentratiom of such property in the (thio prop-
erty tax base must be considered as an imporcant contributor to interlocal disparities in
assezged value per caplta.

The fiscal position of local govermments in Cuyahoga County--especlally thak of
the City of Cleveland--has been greatly influenced by a 1964 decision of the State Su-
preme Court in the Fark Inwvestment Case. This case held illegal the lomg-established
practice in Cuyahoga County of assessing commercial and fodustrial real estate at higher
fractions of true cash value than were applied to residential real estate. The practice
appears to have been totally without stacutory or comstitutienal foundation, but long
weant unchallenged.

The immedidte impact of the Park Ivvestment decisfon was oo peduce commercial
and industrial real estate assessments by 15 percenmt for all categories. The county cax
duplicate was cut back from $¢,359 million (the valuation proposed as a result of the
1964 reappraisal) to 54,0702 million--a reduction of 6.6 percent. This produced an actual
decline in cax bage from 1963, By 1966, che Coumty tax base had not yet regained its
1963 level {Table 1-14}.

In the City of Cleweland the cutback was even more severe=--a reduction of about
10 percent from what had been tentabiwvely established. In 1%66 the Cleweland tax base
was still 6.6 percent below 1363,

Cuyahoga Heightes, wicth 1ts enormous comcentration of industrial property, exper-
ienced the greatest percantage reduction as a result of the decision, Other selected
communities with greater residential concentrations were less affected.

The Full impact of the decigion was not felt in the L1964 cax year. Despite the
actoss-the-board reduction it occasioned, many ouners of comnerclal and Lpndusteial peop=
erty have since received further reductions, on their shewing before the County Boacd of
Revision that their property is valued more than 10 percent above Che stated cargetc level
of 40 percent. #As a result, the tax base in many parts of Cuyahoga County, amd edpe-
clally in Cleveland ieself, is showing little of oo geowch.

While communicles vary widely in tha ampunt of taxable property within their
bordars, assessment of property 18 emparatively centralized im Ohio, so that variations
betwean localities at apsessment level are relatively mincr, Real estate is assessed at
the county level by the county auwditor, instead of by a large mmber of indepéndent city
or township assegssors as is the case in many other States. Ohio also relies heavily om
the use of private appraisal fimms in carrying out pericdic (sexermial) ceappraisale. As
a result, variations within counties in the level of assesoment of real escate are less
pronounced than in most other States. #Smong the coumties of the State, Cuyvahopa showed
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Cuyahoga
Geaugs
Lake
Hedina
Total SMSA

State totbal

TABLE 1=-13.--ASSESSED VALUATION ARD LOCAL PROFERTY TAX LEVIES,
CLEVELAND 5MSA, BY COUNTIES, 1966

Estimated
Total Valuation Average
Real, Public Wtility, Effective Rate
and Tangible Personal Total Average Rate on on Real Estabe®
EIDEEIEE I!E!l Envlgd ﬁulc::gﬂ Uallatggn IHEE_
(million}) {thousand) {parcent)
3 6,096 5 291,786 4, 1L 1.484%
a9 6, B2 4,61 1.4%9
355 4 936 445 1,54
206 8,370 4,04 1.32
7,00 331,954 G.74 n.a.
33,111 1,235,319 1.73 1,34

*0hio Tay Scudy Commissfion.

Spurce: Obio Department of Tawation, Board of Tax Appeals, Division of County Affairs.
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TABLE 1-1&.-=EFFECT OF PARX INVESTMENT DECISION ON LOCAL
TAX BASE, SELECTED CUYAHOGK COMMTY JURISDICTION

{(Milliena)
1964, hAs
1564 An Ordered Under
1963 Submitted Park InvesEment L9685
tuyshoga County 55,106 84,150 $4,072 24,263
G leveland 1,805 1 Bg7 1,677 1,666
Covahoga Helghts 35.0 40.0 4.3 35.3
Lymdhurat 53.5 471 45,3 9.2
Hunting Valley 5.4 1.0 7.0 LG
Garfigld Helights 7L.0 7.1 6,5 TE.9

*Decline results from reductions in land value as & result of action of the County Board
af Hevision.

Source: OUhio Department of Taxation; Board of Tax Appt!ln.
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che smallest coeffilcient of intra-county dispecsien ia 1963--the latest year for which
data are avallable--and Lake County was second lowest., Geauga and Medins Countles were
near the State average.

Like most states, Chio assesses public utility property at the state level, =o
that there is genmeral uniformity throughout the state in this matter. The State, how-
ever, "situses” a large fractiom of public wiilities valuatiom to individual Localitles,
go that great disparities are created among communitles in the amount of public wtility
propetEy in the local tax basa.

Ohio is unique among the scates Ln asseszing cenpgible persomal property at the
state level. This system also tends to produce a high degres of wnifermicy. Agein, how-
ever, such property is distributed very unévenly amomg local governmentd.

Scgtewide, more than BB percent of property taxes levied in Ohio go to school
districte. B’ TIn Cuyahopa Coumty the proportion in 1966 was 57.1 percent. Because of
this predmminance of school levies, disparities in che level of propercy Caxation are
thus largely a reflection of the fragmentationm of the metropolitan drea among & mrial El=
plicicy of schogl distrlegs.

The sssessed value of proparty 1s subject to local tax levies. Under the State
Constitution, these levies are limited to an agpregate of 10 wmilla, except as voted in
celferenda. Host charter clties, such as Cleveland and 21 other municlpalitiaes in Cuya-
hoga County, may have municipal charters that auchorize for higher property levies.
Hevertheless, the eypical pattern in Chis invelves freguent referenda at which the elec=
torate is asked to vobe the levies necessary for the continued operation of schools and
other local services. In recent years there has been growing resistance on tha part of
che voters to autherleing additional levies., This syetem has produced & generally Low
lavel of property taxes in the State of Ohia, It should be noted, however, that the
Horerheast part of the scate and especially the Cleveland area has traditionally had
highetr levies than are found in most other parts of the state. In part this is a reflec-
tien of the absence (until recently) of sarmed income taxes in this area.

A significanc feature of Ohio law regardiog local finance g the sa-called "pre-
empLion doctrine.” This doctrine, which rests om & lopg line of judicial decisioms,
helds chat the stace legislature in enacting any state tax, implies its intent to preempt
this revemia gource EBo the exclusion of local poveromants. The result is thae local
unics are barred from enacting piggyback local supplements to state taxes such as the
retail sales tax, Up to the present time, Ohic has avoided che manmy kindz of local
taxes that developed in many other states, complicating the state-local rax skructure
and creutlhﬁ disparities In both kinds and amounts of taxes levied in different parts of
Ehe H.Itc.i The precmption rtule,; however, in combipation with very reatrictive proper=
ty tax limits, has forced many metropolitan aress, most recently the Cleveland area, to
resort to local earned [ncome Caxes,

State aid,--The extent of fiscal disparities is influenced by the structure of
financial aids granted by the state co lecal govermments. Im Ohio there are thres main
forms of state aild o local governments, Theee are 1) the highway fund, 2) the local
gevermment fund, and 3) the school Foundation progran.

&f Report of the Ohis Tax Study Commission, 1967, Takle 1I-25.

3/ The presenc session of the Seate General Assembly has before it 4 mumber of propos-
als sponsored by che State adminiscration which would eopen up varicus revenues BoUrces

for simulcanecus employment by local units. Ameng chese are levies on botel and mogel

cccupancy, public wvtilities services, sotor vehlcles licenses amd deed transfers.
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Discributions are made to local governments from State collections under moror
vehicle license fees and the motor fuel tax. The distributiom follows a complex scagu-
tary Formala, the gemeral effect of which 1s to channel larger per capita amounts imko
rural areas. In 1966 Cuyahega County, with 16.4 percent of the 5tate population, re-
ceived only 10,8 percent of the highway funds distributed by the Scace {Takle 1-17).
Lake County alss received somewhat less than an average per caplita share. Tt should ke
noted that the resulet of this system of highway revenue distributiom Ls that funds for
construction and maintenance of mumicipal strects 1s held generally to be inadequate.
This problem is especially evident im the Cleveland area, where freguent complaints have
been heard about the inadequacy of funds for street and highway maintenance.

The local goverement fund consists of a statutory amount (3246 million annuelly
in recent years) of receipts from the state retail sales tax, plus cartain revenues from
the state tax om intangible personal property; representing primarily the tax on deposits
and shares of financial ipstitutions ($45 millien in 1966), The 525 willicn from the
salas tax ia diutr}mttd among the counties of che scate in accordance with a formula
specificed by law.2=' The tax on financial inetltutions fs distributed ameng counties
by source. The general effect of this arrangement is to give the urban counties a
slightly more than proportionate sharve of the distribution of the lecal government fund.
In 1%6%, for exemple, Cuyahoga County with 16.6 percent of the population veceived about
25 percent of che Statewide distribution from the local govermment fund, Geauga, Lake,
and Medina Countles, however, recedived lass than an average per capita share (the 1968
percentages of the Etatewide total distributed were 0.% percent in Geauga County, 0.5
percent in Lake County, and L.4 percent in Medina Coumty).

The revenuves for the local govermment fumd are in turn discribuced among the
local govermments within each county. This diseribution is made by the county budget
comigsion, which corsists of the county Ereasurer; the county auditor; and the county
prosecutor, The distribution is made in accordance with "peed," subject, however, to
varigus statutory restrictions. For example, in counties having less tham 100,000 popu-
lation, at least 10 percent must go to townshipa. If the population of sunlelpalities
in the eouncy ls less than 41 percent of the eotal county populatiomn, more than &0 per-
cenkt of che fund may be discributed to che county. If the mmicipalicies population is
habween 41 percent and 81 percent of the population of the county, the maximm allowed
the county as a wnit of govermment is 50 percent of the total. When the mmicipalities
population is greater than 81 percent of the total population (as is the case in Cuyahoga
County) the county's share is limited to a maximm of 30 parcent.

There is no readily apparent pactern En the distribution of the local governmenot
fund and no evidence that the fund accomplishes any significant equalization among local
units of govermment {n 2ithar the level of public expenditure or the lewvel of tawes.

The third important form of state tranmsfer to lecal goverpments is the State
Schoel Foundation Program. The Ohiec School Foundation Progeam provides for distribution
to each district (except the few chat levy less tham the 10 mille for cperating purposes
necessary to qualify) of an amounc based om che number of ¢lassroom units, classes for
the handicapped, special educarlieon classes, and adninistrative, special Insttucbion, aod
supervisory units. From the amount so calculated there is subkraceed a charge-off of
12,5 millg times the property tax base. If this formula tesults in less than 52,450 per
clasproom unit, the districtc receives this mininem guarantead amount. Cleveland and most
of the other districcs in Cuyahopgs County are anong the so=called "flat amount™ dis-
Ericks.

Legislation likely to be enacted by the current session of the Chis General
Assembly would significantly increage the smounts in the "plus side" of the Foundavion,

10/ The Eormula provides for distributiom of the fund among counties, 75 percemt accord-
ing to che ratic of assessed value of property inslde mumicipalities t¢ the statewide
tatal mmicipal valuation, amd 15 percent aceording to population. He ecunty 1= to re-
celve less than 560,000,
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TABLE 1-17.--DISTRLBUTION OF HIGHWAY FUNDS, 1966

({Thousands}
Percent of Scace Total Parcant of State Tocal
County Dollars Ddstribution Fopulation
Cuyahoga % 16,885 10, 8% L6.BY
Gaauga 1,040 .7 0.6
Medina 1,313 0.8 0.8
Lalke 1,980 1.3 1.6
State total 156 660
Source: Fipancisal Report and Public Debt Statement, Ohio Counties, 1965, 0ffice of

Seate Auditor, Ohia.
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and-would ratse the charge-off to 17 5 wills:  The mimtman geartantes would rise to
33,000 par classroomn unit. ITb is antleipated chat this change will reduce the meber of
Flaf sandint dIACEIcEs, Cheareby IACTessing Eheé eJEalIsing eflfect of The Tofmula.

Futther egualization would be accomplished by 4 provieion in Che pendiog legis-
lation for an additional pavment of 100 for évery pupll cowered by Aid Eo Tependent
Ghildren. The purpose of course £% to take account of the special educatiomal peeds of
comind tlas An which ADGC childrem are concentrated.  This provision wouwld be of special
significance In the Cleveland CiEy Schonl THsErici.

In pammary,; there are in Ohio three forms of state tramsfer oo local gowverm-
menta that effer a pofentia]l wehicle Tor reducing Interlecal disparities In expenditures
of taxes. Home appears, however, To have operated to sueh & way a8 to accomplish any
significant equalization within-the Cleveland metropolitan-aredss o betweenthe counties
in the Cleveland SHSA and the balance of rFhe state.

fhared revenues.——In addicion o direct cransfers from the state to local gov-
etrments, the Ohlo comstitution requivesn the Scate to share vevenus from the loheritance
tax with l&fdl goveimment® on Che bBagils of sooree.  In 1965, local poeveroments ChEsighoit
the State received 519 amitlion, o about 1 percent of all general teveowe from this
soubess Ome problem associated with this source of revepuz dis the highly unstable and
uu,p:udi{'.l:n.ble character of Ehe amount going Eo any individoal lecality. A8 a resolE,
tocal governments seldom bodget for this revenus, but Tecedve it instead more or less as
windfalle, Moreower, the tendspey is Lor ﬂe-?uhter covmunibies Co receive & diapropor=
tionate share of (pherltance tax Fevenuesd, bl

A& further source of fiscal dispariey is Foumd in the system of diseribotion of
Tevenues from Ehe tax on local-siFos intangibles, consisting principally of the 5 percent
Tewy on the income vicld of fncone producing intangibles.  Revenpe from this tax is col-
tected by the state, but returmed to the councy of origin for discribecionamong local
governments. o 1965, 56l 3 million was distelbuted to local govermments Lrom this
souffe, Thé statulory Fofmuola govetfiing digtritution of thegs tevended operdbes to give
libraries first claim on the fonds  In practice, Libraries have preempted a graduozlly
inereasing share of this revenue; giving rise to the charge that libraries are aver-
financed relative to Fhalr lecal fenctions,  Dsparities are accentuated also by the
wealthy aress, which tend to recelve beck substantial smounts in intangible revenus, and
pocter areas which get litbtle fpom this source,

HETROPOLITAN -GOVERRMENT —IH-THE -CLENELAND--ARES

i-serigs of efforts—have been -made over 2 period of many yesars to-bring -about
gtaater uplification in the performance and finsncing of governmental Functions in the
Cleveland ared, but thias far they have met with 19ttle success aml the prospect at this
moment g mot pt‘mialng.

Initial Eteps were CAken in 1933 when the Ohis conmablitublon was amendsd to Allow
for optional forms of coumey fovermment s The fmendwent, wiich was strongly backed by
cicliens groups in Clevelapd, permits o wariety of changes vanging from those of wery

IV pificials—ofone Tavyahoga Lounty municipality, an older residential communiby, de-
gerlhe the ¢ty as "living o horrowed time™ in that Edx increases have besn avoided
from year to vear by more or less unexzpected and onbodpeted collections from the inheri-
cance tax. The city contains many wealthy older residents whose property, when they Jdie,
tends to pass intoe the hands of heits who have moved duf 6f Che ommmity. The comminiiy
expects, therefore;, that its inheritance tax revenue will sleclive with the passing of che
prescnt gencrabion.
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limited input to the centralization at the county level of performance of any or all
mi,{-.:l,p.l'l., functions:. In its original form,; the Constitution Amendment requires im tha
cage of proposals imvolving county assumption of municipal powers, that the proposed
change clear four hurdles: 1) approwal by a majority of the voters in the county; 2) a
majority in the largest city in the county; 3) a4 majority in che remainder of the county;
and 4) a majority in a majority of the mmicipalities in the county. Less far reaching
changes required only a majority of those voting in the coumey,l2f

In 1%35, a proposal was puc co the voters that would have made limited changes
im the functicne of county government. The proposal recelved three of Che necessary
Four majoricies; falling only te receive approval by a majority of the wvoters in the por-
tion of Cuyahopa County cutside the City of Cleveland. The State Supreme Court, howewer,
declared the changes inwvalid, ruling that the proposals entailed assumption of municipal
powers by the County gowvermment and thus reguired approwval by all four of the majorities
nated above.

In the years since there have been other efforte to achileve greater unification
Lin government. After World War IT, & bew effort was made Lo establish 4 county home-rule
charter permicting reorganizaciom of county governmment and dssigrment of more responsi-
bilities co the county. A& charter commission was elecced, but the charter they drew up
was rejected by the woters in l?iﬂ,w

The most recent efforc was in 1958, wvhen che voters again authorized creatiom
af & county charter commission, but then rejected the results of the commission's
wurk.ﬂ

Despite repeated failore to adopt thoroughgeling messures for local govermment
reform; there are mamy individeal funcciens fn which vaeying degrees of consolidabisn or
coordination have evolved in Cuyahoga County. Horbon cites public health, water, public
transit, public safety, refuse disposal, tax colleckion, and others. Cooperation im per-
formance of individual functioms evidently continues to grow; knowledgeable ohservers in

the area expect any Integraciom that is likely to occur in the near future to take this
fora, L3/

SUEMARY

In summary, the Cleveland metropolitan area appears to present many intergovern-
mental problems, some of which are typical of large cicies and their environg, while
others are o some degree unigque,

The metropolitan area is highly fragmented into mmerous small jurisdicticss,
with the resulc chat there ate wide disparities in tax loads apd service levels and ad-
ministrative disecenomies associated with small zcale, often upcoordinated, operations.
The fact that the central city of Cleveland is completely encircled by suburban municis=
palities rules cut apnexation as a weans of enlarging the service area.

E"’ The last of these has since been deopped.

13/ James A. Worton, in his Foreword to Seymour Sacks and William F. Hellmueh, Jr., Fi-
nancing Govertment in a Metropolitan Area: The Cleveland Expecience {19617, p. wiii.

L4/ Thid., pp. viii=ix.

13/ ibid., pp. ix-xi.
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Cleveland exhibics, in irs core-city area, the classic wrban economic and social
problems: unemployment; economic dependency; poverty; a vast Negro ghetto; owvercrowding;
gconomic obsolescence. Within the past year the city's Howgh aren has been the scene of
wviolent outbreaks; despite efforts of the city (with comsiderable Federal assistance) and
mmerous private growps. The conditions that preduced last year's outbreaks appear to be
eppentlially unchanged and a vecurrence is regarded in the eity as almost (nevicable. 1In
addicion to the famous Hough area, there are several other Cleveland nelghborhoods that
appear o nontain the same soclal lngredients and to offer the same explosive potential.

Civie leaders and meCropallcan area planners see che futore of the downtown aras
of Cleveland lying in its development as a commercial, professional, and business center.
This indeed appears Eo be the direction in which the ciey is mowing. There are obstacles
to be overcome, however, O(me is the fact that the city's experiences thus far with urban
renewal is not one of outstanding success, and present relationships between the city
goverrment and che Fedeval agencies are, at best, cool,

Horesver the ciey's attitude toward the dovmeeown drea has tradieiemally been
indifferent or negative. The waterfront, for exanple, has never been regacded 48 an
agget to be fosteved and developed, in the way that;, for example, Chicage and Milwankes
have. Instead it has long been heavily fndusterial, one vesult of which has been the
pollution of Lake Erie in che Cleveland wicinlcy to 4 poinc where Qs vecreacional potens-
tial may have been permansentiy destroved.

State law and policies of the State Govermment have a strong bearing on the
peoblema of the Cleveland metropolitan area. Incorporation laws permit, and oftem oper-
ave £o encourage, Separate incorporation of small communitcics. Hor are annewationm laws
conducive to unified gevernment through & plannad expansion of a central city by annaxa-
ticm of adjacent waincorporated territory. Scheol disceict comsolidation is making alow
progress throughout the Seate; but appears to be virtwally af a halt im che Cleveland
area.

Perhaps more fundamental iz the traditicenal atelcwde in Ohio that minimizes the
role apd responsibllicy of che State government im dealing with problems of local areas.
The slogan that "lacal people wnderstand theie owm problems best" has lomg served as an
excuse for the State govermment's refusing to become invelwed Lo the perplexicog problens
that have been developing in the State's metropolitan areas. While the State legislature
was dominated by rural interests, this lack of concern wag no doubt ineviecdble amd per-
haps salutary. The present legislature, with its more urban (suburban) oriemtation, has,
however, shown little more concern and understanding in these matters than its predeces-
sors. HUnder the leadership of & conservative adminigtration, the General Assembly is at
the present eime taking steps to make local goversments still more fiseally and govern-
mentally self-reliant and to absolve the State seill further from invelvemsnt in metro-
politan area problems. The praspect for comstructive assistance from the 5tate govern-
ment to Cleveland and ites sourrounding ares must be regarded as dim.
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THE HATORE AND EXTENT OF FISCAL DISPARITIES
WITHIN THE CLEVELARD EMEA

The preceding pages reveal tremendous disparities among the communities within
che SM9A. It would be improper to leave the matter there, however, without commenting
upon the types of communitles lpvelved. That is, while great differences exist in the
financial positions of cities and townships, for exemple, such information canmnot be used
to make 4 generalized scacement about flnancial disparicles. Fer in mosT casas, compar-
ing cicies and towmships is like comparing apples and oranges {which is proper oaly in a
Fruit salad}.

The cities and tosmships have different needs, serve different purposes and face
different futures. In moat cades, then, the propey comparisons are those made among
cleies as a4 group and among townshlps as & separate group. Townships which are caught up
in the urbanization process constitute an important exception Eo this geoeralization.
Urban frioge areas, where development is wnderway, face many of the problems of clcles
(see the discussion of Brumswick in Chapter ITI % and may therefore be considered compar-
able. PBut areas that are likely to remain roral for gome time conptlitute a separate
clags.

A gimilar point might be made concerning comparisons bhetwsen Cuyahoga Councy
communlties and those in other parts of the SHSA. Although secatisefically the regiom 18
treated as a unit, it is not momolithic socially, politically or ecomomically. Thus,
the mosk relevant comparisons Are dmong communities within Cuyahoga County and amomg com-
muniities in other areas.

Account must be taken, howewver, of the growth of wrbanizacion and the impact of
greater mobllity within the area. Fringe areas in Lake, Goauga and Medina Coumtles have
already beep drawn inte che metropolitan sphere, and the process iz llkely ce concinue,
Furthermore, municipalicies that are curvently beyond the weban frisge are subjecet to
increasing influence from the metropolitan area because of improved communications and
transportation. Thus, while the City of Medina has typically evaluated its position with
réfarance to other commmities in the coumbEy--particularly Wadsworth=-officials mast now
broaden their thinking to consider metropolitan communities as well.

Crowth has broken through oldar, more provincial atticudes and is increazingly
making communities withinm the 5HEA part ¢f the same "meighborhood."” When this process is
complete, All communities of the same type within the 5MSA may be more comparable; until
then, differentials wust contitme to be tecognized. Moreover; the special problems of
the central ciey ser Cleveland apart from all other communities within the area {as any
central city is set apart from its SMSA). Comparisons betwsen Cleveland and other parts
of the mettdpolitan area should only be made when these spacial considerations, many of
witich are oot evident in the per capita figures, are kept in mind.

It i impozssible o give 4 simple answer to the gquestion of growth in fiscal
disparicies within cthe SMSA. Howewer, certain eremds are evidente,

First, on tha matter of schoals, it la clear that the inclusion of several com-
munfties within a school distrlet often helps to reduce disparities. Consolidations of
gchool districeks, where they have occurraed, have also helped veduce differentials. There

W Smr complete veport.
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fg litele fmmediate prospect for Further consolidations outside of Cuyahoga County, since
there are relatively few districeks in these counties. There appears to be a meed for
confelidacions within Cuyahoga County also, where many small systems are operated in the
suburban aress. Horth Olested and 0lmsted Falls, for example, both operate relatiwvely
amall syseems with low per-pupil valuations. Enclave districts, such as Cuyahoga Helghts
and Bratemahl, are also gquite small and tend to have wery high per-pupil wvaluatioms.
However, there iz little likeliheod of significant reduction in number of digtricts in
Cuyahoga County In tha near futues.

As moted abowe, however, comparisoms of 1966 and 1956 valuacions per pupil show
that while individual districts have changed, the differences among districts by tank
have remalmed relatively constant {Table II=6). That iz, while the poor may have grown
ticher, a0 have the rich. Such differencials, of course, may be offset by state or fed-
aral funda; but at present, =state and federal monfes perform that functlon only lmper-
fectly.

Om the municipal level, developments in specific enclave areas deserve mentiom.
Both Morth Randall and Brook Partk have undergome population growth such that their per
capita valuations have fallen back to the middle rapge. A similar trend may develop in
Walton Hills (see Chapter IV)}. Cuyahega Helghts and the eatate arveas, however, are
likely te mailntaln thelr high per capica valuacions ilodefinitely.

Specific cosmunities have been able bo improve their pesiclons, Garfleld
Hafights is an example. But new low valwation arsas, such a8 Broadview Heights, have
egmarged. If past trepds continue, it is likely that differentials will remain to & sig-
nificant degree, with some communities being relativaly well financed compared with
others. For the most part, theve appears to ba little imterest either in the SMEA or in
the State for county wide property taxes, which would help te offset these differences.

As the distribution of property values shows, there has been fncressing disper-
sion of communities in the upper ranges of wvaluation {for Cuyahopa County) since 1956,
That is; while the modal range of valuations is higher,; other commmities bhave increaged
valuations to the point that differentials may even be greater. In short, the poor are
somewhat becter off, while the rich are much better off.

These continuing differencials, however, may not be as significant in coming
years as emerging disparities in the fringe areas. Brunswick may again be cited as an
exarple of the fmpact of wrban growth., As the urban area spreads to motre fringe areas,
the problem could worsen. Townships and villages, accustomed €o a small population and
a rvather low leval of services, may suddenly find themselves with greatly increased popu-
lations amd increzsingly heavy demands for services, which they will be unable to meet.

It iz not diffienlt Eo imagine such & pattern of chaos om the urban fringe in
large areas of Medina, Geauga and Lake Counties. The problem is complicated by the proz-
imicy of the Akron 5MHSA, sfo that Medina County iz fesling the impact from two sides. Ome
answer to such problems may be found in long-range planning in these areas. Such plan=-
fing is being undertaken in mapy of the cosmunities; paving the way for orderly devalop-
ment through zoning amd similar devices. However, in areas where such planning is not
imderwry, the future could be & pleture of disorder and inequality between demands and
peads 50 rank as Lo make present disparities seem minimal.

EVALUATION OF FISCAL DISPARITIES

The preceding chapter has summarized the statistical evidence regardimg Figeal
digparities imn the Clevelond 5MS8A. This chapbter attempte Co evaluate and intarpreac thig
evidence through an item=-by-item consideration of the key quesCions. . «
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TAELE IL-6.--AFRAY OF SCHODL. DISTEICTS WITHIN THE CLEVELAMD M3 OY L9W0d VALSATION
FER PEFIL, WITH VALDATION FER PUFLL AKD SMRA BAME FOR L946.

196k Rari Mtacrigt bpluacion Pev Pupll - 1964 1536 Bank®  Valuseion Par Bopll - 1936
L Tuyahoga Heighea 5137619 1 136,200
2 Brate=ahl 55,776 5 45,800
3 Falrpart Bathor ELR AN 2 SN, 200
& Iedapendenca 45,200 B PR ]
¥ Besaklyn 026 Lz 71,800
§ Ealan 2B 125 L7 1E,704
? Taciid 27,133 14 21,000
a2 Drange 2T 06TH ] 26,000
® Shaker Holghte 23 T5E T 25,950

¥ Rocky Biver 508 11 21,800
1% Warreneville Helahse X150 21 17 ;1500
12 Bad Eaed 0 GAD ] 23,700
13 Cleveland Belghos-Unlveraley Helghrs o0 18T L] 17,3040
™ Bichmomd Heights 0,166 16 1K, B0
15 L iruiiindnd 15 . BB L3 1,400
1] Cleveland 15,5544 1] 2X GO0
= Cuyahega Coulncy Meflan 15 3045 " 15,800
LT Zase Clavaland 15 6T% 1% 18,304
in Peachsnnd 18,355 3 43,600
19 Faieviow Park 17,571 73 18,000
a0 HayTLlald 17,557 i 1 200
a1 Haselake 1E BRE ba 17,0600
22 Taineavilis Lagal FLE S 3 B, TTY
23 Hapla Huights 1 05 3 L2, 500
1 WieRILETe 16,712 1] 16, 100
25 Earsa 13,657 5 1,700
26 Tarma 15,627 5 16 208
17 Souch Euclld=Lyndhzidt LT R ] uw 13, T
28 Hading B GRS 2] 11,95
= SHEL FEDLAN LTS = 12, B4
L] Frackswills 0L, 771 Ty 15,300
an Hillsughby=Exitlabe 13,67 3 T 1]
L Garfield Hedghta 13 & a6k 12,700
12 Bay Village 11,811 13 13,60
u Marth Olmetad 12818 S 13.,9%0
15 Werth Hoyalton 13 466 am 12,895
34 Thagrin Falls 12.535 &E 10,800
L] Falneswllle Civy 1% 531 4T 11.613
w ELrsland 12 461 53 .06
i Zzlon 18728 17 18,700
i L] Blaci Bivar 18,260 i

4t Claridion 11,111 540 ¥,39%
&l Chardon 1L .0ES 547 E.5%D
- SHEA MEDIAN without Euyshoga Comiy 1,053 - E T
&2 Went Qowags UL, D47 &7 1, 0%
%3 Cloveriaat 0, 63T F

a4 Baloey i B, TR LT 11,284
£5 Mumber 10,573 43 ¥, 9%
46 Cardinal 10,521 -
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fuestion 1. What is the extent and pature of fisgcal disparicies among jurisdic-
tions within the metropolitan arca?

This guestion has been dealt with im the preceding chapter.

Question 2. Can private secCor teemds (soclio-demographic and economic Eactors)
be expected Co aggravate or lessen intergovernmental fiscal disparities within the metro=
politan area within the next Elwe to ben years?

Dﬂﬁuﬂtﬂpﬁic crends Appear wirtually certain to aggravate at least some of the
figecal disparicies. To the extent that fiscal disparities are assoclated with an influx
of Hegre population and emigration of whites, thereby increasing costs of education, wel-
Eare, police and fire protection, and other public services, while at the same time the
property tax base may be declining, the City of Cleveland seems clearly o be facing a
growing fiscal problem. As noted earlier, Megroes represent & vapidly incresslog propor=
tion of the city's populacion.

This ebrend is likely to produce incréasing social stress, especially as the
Hegro population begins to encroach more heavily on neighborhoods at present inhabited
by closely-knit, white ethoic groups, many of which hold & stromg anti-Hegro viewpoint.
Tha challenge this poses to lecal policical and civic leadership has not been met effec-
tively in the past, and the outlosk for the furure e not promising.*

The growing Hegro population presents especially difficult problems for the
Cleveland School District. Experiences of other cities, a8 well as that of Clevelandd
ftself, suggests that facilities, corriculum, teaching staff, prfoperty maintenance, are
all 1ikely to be increasingly costly in the Hegro areas. AE the same time the efity will
be faced with pressure to maintain the gqualicy of schools in the predominantly white
portions of the Distriet, especially those on cthe west sida,

In some cities, public programs have been designed Co enclece higher income reai-
dents back into the central city. Cleveland for a time pursued such a policy,; with the
construction in a downtown wrban-renewal ares of & complex of office buildings and apare-
ments. The lacter marked the imiclal actempt to develep the irmdustrial lake-front for
resgidences, But the progrén encountered bitter opposition on groumnds that 1t had eesul-
ted in the displacement of large numbers of low incone families for whom no adequate
arrangement had been made for substitute housing. This failure was central co the HOD
cutoff of much of the Federal wrban remewal funds for Cleveland, in Jaouaty 1957. As &
result, i1t appears that the city will have to resort to other kinds of programs if ic
wishes to actract middle and higher income residents.

The impact of the Kegee influx is unlikely to be limiced co Cleveland. Some of
the suburban communities are already experiemcing this increase, in the face of fairly
well-marked anti-Hagro sentiment in the resldentisl suburhs.

Flecal disparities inm the SMSA are likely to be affected also by trends in the
location of industry. The Cleveland ares, a8 has beoen noted, is heavily industrlalized
with concentrations in manufacturing. Cleveland and Cuyahopa County contain many older
induserial areas, in which plant expénsion and moedernizaclion fs difficulc. While che
ared af 4 whole has excellent locational advantages and access to transportaclion (called
locally, "the best leocation Lo the nationl'), withim the 5MSA the most attractive Indus-
trial locations have besn on the periphary.

There 1s still evident in the 5MS5A a cendency for certaln communicies ©o cAptura
sizable concentrations of industry. The examples of Waltonm Hille and Brook Park hava
been cited., These commmities, however, differ sigeificantly from the exceeme cage of

*  Ed., note: Since this statement was wrltten, Cleveland has elacted a Regro Mayor.
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Cuyahoga Helghts in that they contain a greater admixture of residential and commercial
property. The school districts, especially, are large enough to aveid the worst of the
industrial-enclave disparities. It sppears, therefore, that while the circumstandes
making possible the fornation of indestrial enclaves still exist, no new "Cuyahopd
Hedghts™ 1d likely to emecge.

The tendency for industry to lecate on the periphecy has besn aspecially evident
in the case of reseacch and development centers associated with the area's sstablished
industries.

A fawvorable element in the picture is the effort initiated by some of the laad=
ing imdustries in the core=city arca to provide employvment opportunities and job retrain-
ing, While municipaliy-1led undertakings alomg thiz line have met with lictcle success,
there 18 & fealing of greater optimism over the prospactive resulta of the current effort
to upgrade the economic baze of the Llnner clty.

Along with 4 certain amount of competition among many suburban comunities (and
between Clavelamd and its ﬂu.hu.ﬂu} for imdustry, r_mpal.l;.il:tn;m iz emerging for apartment
developeents, Many of the residencial suburbs sese this form of development as adding
slgnificancly more to the communicies' revenuwes tham ic adds to coscs. As of the present
time, however, there does net appear to be such cluscering of apartment devalopments in
individual commmities as might give rise to additional Fiscal disparicies.

Some of the most outstanding examples of fiscal disparities have been found inm
the urban-fringe, where a rapid influx of population has placed great strain on public
programs and facllities, as well as on the limited (predeminantly rvesidenmtial) tax basa.
The example of Brunswick has baen clted., The zane phenomenon--rapid, unplanned, and un-
controlled development in what had beesn a rural community--has occurted elsewhere in the
Clevaland SHSA in Tecent years, 48 well ags in Cleveland-priented commumnitlies within the
ad jacent Aktom SMSA.

Whether this situation will cecur rapeatedly in the future is not clear. Thera
is evidenca that Medina County has ledarned a lesson from the Brunswick esperience, for
area=wide plmiﬁt and control of development has gained acceptance, Put, at the same
time, aress remain which appear uvnconcerned about such guestions.

Juestiom 3. Have State and Federal £inancial ivvolvement in the key “spill
over" areas--education, public welfare, highways, and health and hospietals--materially
reduced fnterlocal expenditure disparities in these fields?

Question 4. Have other major Federal and State expenditore programs {incluoding
grant and loan activicies) played a slgnificamt part in nartowing disparities?

Education

With respect cp public schools, it 18 moted above chat the Ohio School Founda-
Cion Pregrdm bas a mild equalizing affect becavse of the inclusion in the aid formula of
& "charge-off" against the local tax base. The effect iz eo give additional aid to com-
munities with Low taw base., The Eformula alee provides a floor, however, so that a dis-
trict with an extremaly high valuation in relation to enrollment receives virtuslly the
gams State ald as doss one lesgs wealthy.

For example, in Cuyahoga County the Bratepahl disprict, with a waluacion per
pupll of more than 545,000, received 591 per pupll in Btacve aid, or wirtually the seme
83 tha amount received by the Richmond Heights district, with less than half the per
pupil valuation. (The Bratenahl discricet, which operates only elementary schools, will
go out of exlscence by next year under a 5SCate law reguiring all districks bhat do not
cperate @ l2-grade program to consolidate.) omly Cuyahogs Heights, with its extremsly
high valoatien per pupil, received no State ald in 1964,
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At che other extreme, Strongsville, North Royalton and Olmsted Falls received
5167 te 5175 per pupil, and Brunswick, in Medina Coumty, with a valuwation per pupil of
less than 56,000, received 5218 pet pupil, or 61,7 percent of its operating revemue, from
the State.

Bacause omly 482 of tho State's 732 Districte {in 1%66) qualified for additienal
fegualizing) ald, thers has baen interest im che Scate tn revising the School Foundaciom
formula o accentuate the equalizing role of Scace aid. As noted above, Iegislation is
pending aa of chis writipg that would move in thie direction. As of 1966, only % of Cuy-
dhoga County's 32 school districts qualified for additional aid. The Cleveland City
School DMstrict was oot among these.

Evan the modest extent to which the Ohio School Foundaticn Frogram egqualizes
between diateicts may be exaggerated If one looks only at schosl discrict expendituraes.
Two districts with equal per pupil expenditures, in other wotds, are not necessarily
providing equal levels of service. #&s has been noted, ioner city schools soch &5 many
of these in the Cleveland City School District may require far greater per pupil expen-
diture. The Ohip formula is not designed te take account of such variations in need.
0f interest in cthis comnection is the preposal noted above that weuld provide increased
State ald to discricce depending on che proportion of the enrvellment copslsting of chil-
dren on ADC. This proposal, L enacted, would repregent & signiflcant step toward reducs
tion in disparities in educational programs.

Fedaral aid represented a highly variable element in school revenues. OlmsSted
Falls, with more than $20 per pupil in 1966, was highest in the 5MS5A. Cleveland received
§LE6 per pupil. Thers 185 no evidence of any equalizing patterm between districts in the
Federal aid disvribution., Within the City of Cleveland, however, and presumably within
other school discricts as well, the allscacion of Federal poverty funds has bolstered
the support of particular schools.

Urban Eenewval

Urban renewal programs of fer cpportunities for anelioratiom of local ecomomic
and Eiscal problems. They alse present challemging problems im inter-govermmental rela-
tions. In Cleveland, urban renewal is generally acknowledged to have been & faillurs,
thus far.

0f special relevance to the present study is thae the urban renewval program io
Cleveland appears to have aggravated rather than eased such problems as aver-crowding,
gobetandard howsing, and inadequate public services. Demplition of extensive slum areas
without provigion for rehousing those displaced festered cver-crowding in adjacent neigh-
borhoods, Schools and other public facilities, as well as houses and apartments, were
called on to serve far more people than had been ¢ombemplaced im their design, Enforce-
ment of howsing codes was suspended in arcas slated for renewal, with the result cthat
dacerioracion was accalerated.

Failure of the Clcy's wrban reneval program--oné of the largest in the nation--
has Focused pnactlional actencion on the City and on the urbanm renewal program ifeself. An
analyais of the situation Lies beyond the scope of chiz reporc.  (See The Giles and Skow
artlcles in ]I.'ua R.qml;gr: and The Saturday Evening Pose, cited aEhava, )

Wal fare

Adminiztraction of public welfare programs is carred out in Chioc at the county
lewel. Intra-county disparitlies have thus been eliminated; except insofar as cage load
differentials or other administrative inequalities may exisf. The opporcumicy remains
for differentials between counties.

2



There is mo evidence, however, of significant differences among the {our coun=
ties in the Cleveland SMEA in their expenditure per recipient umder the wvarious wellare
programs. However, Cuyahoga County shows sharply higher participation rates. This ewi-
dently dccounts for the per capita expenditure differences noced earlier.

Most of the welfare load in Cuyahoga County odcurd In the City of Clevaland.
Levies are wobed om, however, in the county at large. Up Bo the present, welfare leviea
are reported to have received general support throughout the county in referemda. Some
afficials, however, are concermed at the decline in support eévident in some suburban
areas, attritueting it to precccupation of suburbanites owver the fiscal problems of their
home community, mlxed perhaps with seme antipathy or even hostility toward the central
city and its realdents.

Besides the welfare functiom, the administration of parks, poblic health, and
hospitals is also essentially consolidated on at the Couney level in Coyahopa Coumby.

Inf e of Other Federal P Tams

Other Federal programs have evidently influenced fiscal disparities in the
sMsA. It 15 ofcen observed that the Federal program of interstate highways has contrib-
uted to the fiscal and economic problema of metropolitan areas. By poovidisg convenient
accegs to the cencral city from outlying areas, they have scimulated the movement of
pecople Eo Cthe subdrbs and ints the open country Beyond, and have prodoced adverse £iscal
comsequences both for central cities and for burgeoning suburbs. This phencmenon is evi-
dent in the Clevelamd SMSA.

On the other hand, the Faderal govertment has exerciged some influence in the
dipection of greater uniffication in public services. & seven-county transportation study
ig currently being carried ouwt under the Transportatiom Act. It is considering all modes
ol cransportation--highway, rail, air, and water--in a seven-coanty area including.
begides the Clewveland SHEA; Lotain Coumty and portions of Swmit and Fortage Countles.
The political subdivisions in the region are joincly wnderwriting the local portions of
the study cost. The study is indicative of a groving awareness throuphout the area of
the common stake the City of Cleveland and its suburbs have fn the orderly development
of the ragion.

Local officials and commumity leaders see the time approaching when the Cicy and
the suburbs, perhaps with Federal leadership and incentives, will see the advantages In
a coordinated atcack on such other area-wide problems as air and water pollution, water
and seweraga, and garbage and rubbilsh disposal.

Question 5. Is thete any evidence to suggest that citizens in high income com=
mifiltles dare less opposed to higher State or local taxes because of thelr advantagesus
"wrlte off" position with respect to Federal fncome cax liabilicw?

Ho direct evidence was obtained on this question. In general, the opinion of
lecal leaders iz that atoitudes boward Spate or local taxes is governed more directly by
the commmity"s evaluatlion of its public service neeads, rather than by consideration of
the Federal tax offset.

Question . Have State municipal development policies (annexation, comsolida=

tion, and interlocal comtracting) promobed or retarded proliferation of lecal movarmmenis
within the uvetropolitan avea?

Chic laws do not make Lt easy for mmicipalities o anmex. In annexation pro-
ceedings, (niclative alpost always Tests with inhabitants of the area in question. A
mi jority of Frecholders most petitiom the Board of County Cowmissfioners bte be annexed to
a mynizipalicy, The Board must then pass on the proposed annexation on the basls of
their judgment whether the annexation would be bo the benafit of the area sought to be
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annexged, There 2 ne requirement that the Board act peemptly, and they Erequently tabks
their time In deciding., If che Board approves the petltion, the City Coumcil then wotes
on whether to accept the terricory.

In addition co (and perhaps because of) the cumbersome anmexdtion procedotes,
municipalities have generally not pursusd aggressive annexatlon policies. This is
clearly evident in the Cleveland avea. The City of Cleveland, in order to have avoided
encirclement, would hawe had to move to annex adjacent cerritory before or shortly afrer
the turn of the century. For a varlety of reasons, annexatiom was not faveored and the
City became surrounded by separately incorporated suburbs.

There are numérous mote recent examples of existing municipalities in the SHSA
having passed up opportunities bo annex vnincorporated territery. Perhaps most outstand-
ing is that of the City of Bedford, which as recently as 1950 could have armexed all of
what was then Bedford Township. The City was mot 8o inclined. Im 1331, the municipal-
ities of Bedford Heights, Walton Hilla, and Oakwood were formed out of the towmship. As
a tesult, Bedlford became hemmed in, with Lictle opportunity For develeopment, and local
government became a little more fragmented.

The fact that State law parmits a mupicipality that is expansion minded to
extend ite borders through annexation is demopstrated in the experlence of the Cicy of
Mentor, in Lake County. The Village of Mentor, with a 1966 pepulation of 4,354, several
yvears dgo anoexéed the whole of Mentor Township, which had a 1960 populatfon of abeut
25,000, As of January 1, 1967, the population of the entire area sncompasséd by che City
of Memtor is estimated at 30,217.

A significant example from another part of the State is that of the Clty of Col-
wrbus. This city has pursued an aggressive annexacion policy ever since World War II,
when the arca began to grow rapidly in population and employment. The Ciety has succesdad
in avolding encirclement, Columbus is the aonly one of (hic's six largest cieles of which
this i true. While there are a mmber of separately incorporated soburbs in Fraaklin
County, [further municipal preliferation seema unlikely. The city seens destined to oo-
cupy 4 role ag the clearly demipant wnit of govermment in the metropolitan area.

The key to the success of Columbus' annexation policy 1ies in the eicy's control
ever che water and sewer system. Through judiclous extensions of these facilitfes inte
uincorporated arveas the city has been able to influence residents of the areas in ques-
tion Coward annexatios.

In the Cleveland SMSA. the city occuples a gimilar strategic pesitlom. While
today amnexation of wnincorporated territory te Cleveland is out of the guestiom, the
city evidently uses its control over water and sewerage to encourage suburbs to consoli-
date with the city, through as yet with no soccess, The clty nevertheless enjoys some
degree of influence over the suburbs and owver the pace and dirvection of suburban growth--
mot to mention financial bencfits--through its water and SEWETARe Eysbem.

Chio law geoverning incorporation is wmore lenient than that on annexation. A
mmicipality may be incorporated by petition of the resident freesholders to the Board of
County Commissioners, who render theie judgment in the same manner as in an anoexation
proceading, amd If they approvae call an elsctlen, Alternatively & petitlon may be nade
ta the towmship trustess, who then submic the proposal to 4 wvote of the electorg in the
area to he incorporated.

GCenerally speaking, incorporation cccurs b situations where there is opposition
to a proposed annexation, ot where there is no unlt of govermment willing and able to
provide needed services. In Cuyahoga County, the proliferaticn of municipalities has
tesulbed from the inability or unwillingness of suburbs in the inner ring to extend urban
setvices to adjacent aress. The need for services in developing unimcorporated areas has
been chiefly behind the separate incorporacions.
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Leglslation now before the Ohio Geperal Assenbly would make Lt more difficult
for eommunities to fmcorporate. The proposal provides that if a proposed mew mmicipal
aperation 1g located within three miles of am existing munlcipality, soch incorporation
would be probibited unless the municipal corporations within three miles consent, or
unless an ammexation has been réjected within two yesrs pelor to the filing of the incoe-
poration procecdings.

It is -nticip.u.l‘_ed. that this leagislation; if passed, wonld avert the m.u.ll!iplir:l.-
tlom of cities and villages in the now developing portions of Lake, Geauga, and Medina
Counties, a3 well as in the remainder of the Stace.

fQuestion 7. Have achool comsolidacion policies materially lessensd fiscal dis=
parities between Local school discrices?

Chio has followed a policy of encouraging school district consolidation. Inm
1957 the 5tate contained 1,168 school districts. By 192 the number had declined o B33,
and by huguse, 1967, cto 69%. The comsolidation has occurved primarily in rural areas;
within the Cleveland 5M5A4 the number of separate disceicts declined by 11 {{zom 67 to 346}
batwesn 1957 and 1966, but all of che reductlon cccurred in Geauga and Medina Ceumcies.
There are nevertheless some obvious opportunities for comsolidation. Both the EBrarenshl
and the Cuyahoga Heights districts had Less than 1,000 pupils in average daily member-
ship dn 1266, PBoth had far above average valuations per pupll and expenditures per pu-
pil, cowbined with low school levies, so that there iz an sbvieus advantage to residents
of these discricte in maintaining che present arrangemeént. The Bratenahl Disteice, as
has been noted, Ls &lated for consolidacion by 1968. The Coyahoga Heights Ddserice,
which offera a complete 12-grade program, is unlikely to be affected by present Scate
consgolidation efforts.

Proposals have been advanced in the State to requira drasele reduction in the
mmber of districts. A specially appolnted commission recommended Lo 1967 that schools
be consolidated so that no distriet would have Efewer than 3,500 students. This woeuld
mean reducing the mmmber of districts by more than half. As of the present, such aceion
dogs not appear to be fsminent.
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Fipcal Disparities in che
MILWAUKEE | WISCONSEN
Metropalitan Ares

A Report by
John Riew
Fennsylvania State Paiversity, University Fark

.
Central Outaida
_ Majer Fiscal Dlspavitfes, 1963 = _City = Ceotral City
Par capiea Setare and Federal aid 4108 s152
Par capita fevenue from taxes 123 122
Per capita educational expenditurs {2 116
Per capita noneducdational expenditure 237 187
Total estimated population, 1964 (thousanda) Te 456

Hilwaukese's revenue base is deteriorating, and the urban fripge
exhibits sharp differences between the industrial and the high and low
income residential suburbs. Wisconsin localities derive 99.9 percent of
thelr tax revenus from the property tax, This tax, high in cities and
towns generally, rises abruptly fnside the Milwsubkee borders,

Wisconsin is known for sharimg Eunds with local goveroments; wet
this generosity is wpside down from the standpoint of equalization: The
rich industrial communities get $314 per capita, the high income suburba
get 5161, and Milwaukee proper is low man with 583. It would be hard to
devise 2 more perverse effect on local government financing--and the di-
rect result 15 interlocal balkanization and ferocions flacal zoning. Be-
cent experimentation with property taw credits, financed from State gales
and fncome taxes, has had some equalizing efFfect.
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THE SUEVEY AREA

The 1940 Miluwaukee Standard Metropolitan Statistical Area consists of Milwivkee
County and Waukesha County with a total populacism of 1,1%4,296. Within this 5MSA, the
Urban Area comprises all 1% pumicipalities of Milwaukee County and 10 incorporated muni-
cipalitie® in Waukesha and Ozaukse Counties. The difference betwssn the SMSA and the
Urban Area conslsgs of L6 townships and 15 villages in Waukesha County which are largely
tural; thaeir combined population in 1960 was 9,717,

The problem of digparities between cthe clty and Ltz outskirts is important
because municipalitieg which make up an economically integrated commnicy may join
efforts to improve the metropolitan area for their mutual benefic. The aocunt of the
Eiscal disparity between them has a declded bearing on the feasibility of intermunicipal
cogperation.

It i harder to interest a municlpality which is technlcally inm the metropali-
tan area, but ooly remotely relaced econcmically, fn intermuniclpal cooperation. Appeals
to the municipality on the basis of simple equity fall on deafl eare L[ a munfcipalicty
bears lieele orf no economic telation to the main body of the SMSA. Such a munfcipaliey
may question whether its cooperation would make much of any contribution, either politis
calily er fumctionally.

Hevertheless, certain aspects distinguigh even ooblying rural swnicipalicies
included in the SHESA from those outside the SHEA. The trend in lamd value, for instance,
may have been different; the tural SMEA has Llikely experienced a greater increase in
land values. TIn the area of public services there may have been gsome effect. For edue
cation in particular, the outlying SMSA community may spend more per pupil,; influenced
by the urbam standard, than a further cutlylng rural area.

Por other purposes, however, the researcher may do well fo concentrate on the
utban portion. It represents an area more interrelated econemically and otherwise; in
avery genge it makes up one integral body which if separated could mot funccion. 5Ca-
tistics, for ome thing, are more adequate and meaningful for the wrban municipalities.

DISFARITIES IN FROPERTY TAX RATES

Owrerall Rates

The property tax in Wisconsin is for practical purpoges the only tax levied by
the local government. In L966, the tevenue from this tax represented 99.9 percent of
all lecal tax revenuas of the state. Typically the tax rate hag been high in most Wieg-
congin munfcipalicies. The following table shows the general levels of propercy Cax
rates and the disparitles betwean the central clty and the soburh in the receént past.
The guburb here excludes the rural part of the SMSA outside the urban area.
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TABLE 1.--FUOLL VALUE FROFERTY TAX RATES, CENTHAL
CITY, URBAN AREA SUEUEE, 1957-1946

CC a8 Percent
epkral Cie Suburb® of Suburk
"'""""'{I'I'Iillﬂ-}l""-"" _____

1957 27.5 21.6 127.3%
L& 31.9 5.2 126.7
1963 6.9 27.5 1342
1966 40.7 8.4 1433

#The mean of the full value pates for individual municipalities.

Spurce: City Taxes, Village Taxes {annual), and Towo Taxes
(biennial). The 1960 and 1966 full value rates foar towns

were computed from County E]nrk'n Abstract of ARRessments
and Taxes,

He observe that the property tax rate in the central city has always exceedad
that of the suburb, and that the rate disparity between the two areas has increasaed con-
eiderably over the past ten yedrs. The present rate of 40,7 mills for cthe central city
compates wery unfevorably with the suburbap average of 2B.4 mills.

1f we include in the suburk the cutlying vural menicipalities of the SMBA, the
central city-suburbk disparity is shown to be greater. The outlyimg rural communities
lewy substantially lower taxes (while providing services varying greatly Erom those in
Ele urban areda) and their iaclusion necessarily lowers the suburban average.

TABLE 2,--FUOLL WALUE FROPERTY TAX BATES, CENTHAL
CITY; SHSA SUBIREB, 1937-1%266

CC as Percemt

ggn[[ll City Subuch of Siburb
[y T R 1) [ —————

1957 27.5 2.1 136, 8%
960 319 P 1350
1963 L 5.9 142.5
L1966 40,7 26.9 154.3

Sourge: See Table 1.

The coelfficients of variation offered in Table 3 messure the overall variacion
in tax rates among individual municipalities. Within the uctban area, the rate wariation
remained largely stable, with a slight tendency to rise in the last few yeara.
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TABLE 3.--COEFFICIENT OF VARIATION OF FULL VALUE PROFPERTY TAX RATHS:
AMONG MUNMICIFALITIES OF URBAN AREA AND SHSL

Urhan Area SMSA
1951 21.0 30,6
1957 Lip. 2 16.0
L3&E0 13.48 16,1
1963 13,5 290
1566 16.2 1.5

#Standard deviatlon as A percentage of Che mean. Standard deviation
glves a range within which about two-thirds of observations In a sam-
ple of normal distribution would deviate from the mean value. Mean
valugs change; hence, to use standard deviations as comparable meds
surag of varlability ever perfod they arve divided by their respective
MEAns .

Within the greater SHEA area (including rural communitiez) the trend i toward
significantly greater varlation during the past decade, While urban segments of the
EHEA were striving to achieve a higher level of schoal and nengchool services, with
consequent increases in tax rates, the outlying areas of the SMSA remained largal;:,r
unaffected.

The warlation In the vax rated betueen one community and another was fairly
great im 1951, but lessened in the intervening wyears (Table 3. The rise in public
expenditures and tax rates in many developing suburbs is the probable cause--consistent
with what Professor Burkhead some years referred te a8 the trend teward greater
fiscal onlformity In & mEtTopolitan dfed The present Writer argued then that suck a
trend might he enly transitory, and thet what happenas aftﬁr a metropolis (delimiced at
2 given time) becomes more fully urbanized is uncertain.?’ In the Milwsukee avea, the
equalizing ttend in the tax rate observed pariier has largely dubsided, and we now wit=
tess a relative stability or even a slight increase in the rate variations

For subsequent analyses, we shall group osur urkan ares monicipalicies h}.l' funes=
cion and wealth, The functional classification outside the central ity is besed on the
ratic of business property to total real propercy within each municipality. Thus,
industrial municipalities are those in which total equalized walue of business real pros
perties (mercantile, manufacturing, and acility properties) constituted moce than 60
percent of total real property in 1966, while balanced municipalities are those in which
this ratioc was between 40 and 60 percenk.

Yariation in wealth is greater smong residential than among industrial units,
and the classification by wealth will be limited to the residential category. The resd-
deptial municipalivies are divided between high, medium, and low income residential
units on the basls of 1965 adjusted gross income per cetutn (the AGT for state income

PUFrpoSEs ).

L/ Jesse Burkhead, "Uniformity in Governmentsl Expeénditures and Resources in & Metvo-
politan Area - Cuyshoga County,” Maeiopal Tax Jourpal, XIV, Ho. &, December 1961,
pp. 337-34E.

2/ John Riew, "Uniformity in Govermmental Expenditures and Resgurces im a Metropolitan
hrea - Cuyaboga County,' National Tax Journal, XV, Ho. I, June 1962, pp. 218-220.



The 29 mupicipalities are thus divided into the central city, 5 halanced suni-
cipalities, 2 industrial municipalities, and 21 tesidential municipalitias, the latker
group forther divided fnte 6 high income; 7 mediun fncome, amd B 1ow focome onites

Among Fhe municipalities, the property tax rate of Ehe central cify Eowers ower
all others. The variation im tex race increase over the perigd shows that the spread
between the central city and each of the other rypes of minicipalifies has increased
during the past decada.

TABLE &, -=MEAN FULL WALUE PROFERTY TAN RATEE AND THETH TNCREASE
AMORG TYFES OF MUNICIPALITIES, 195 7=1066

Peroent FETCRAT
ImetaaRek 1neTeasgk
1964 1963 19640 1953 1957-1966 19E0=-1966

---------- (ALllE)-====s=====

Central city A0.7 368 3p§ 375 LB 0% I37.6%
Balanced 295 9.7 251 23.1 29 8 177
Industrial 243 237 214 243 226 143
Besidential

High Lncoms 9.4 T 3.9 1.9 6 16,1

Medium income 284 271 27 2i-2 294 150

Lo Tacoma 7.9 28.2 16,2 20,9 33,9 1.6
Urban area sdburl 8.6 7.5 15,1 21.6 Iy 14,5
Median 23;1 278 Fal ey 215 =1 15:3
Incorpordted municipalicies

outeide urban area 7.5 25. 5 5.3 22.4 JE.B 14,10
Unincorporeted municipalities

sutelde urban area 3.2 22,9 2i.4 - 27:3 9.7

*Figures shown ace the mean of the percentage increases for dndividusl municipalicies
in each group.

Source: See Table §.

The central city, whose property tax eate rose 8L over 8 ten-yesar period, has
experiansed the |argest increase,. The diffarence 1 eved greatsr when the 1960-88 period
s taken, The six-vear incvease of 176 percent for the central city is approximately
twice the rate of foncresse for most others. Paces of increase in - tax race among suburban
EFGLFA of the urban ared have, with some exception, been fairly comparable.

Outéide the urban area, the incorpovated munlclpaiities, mosely small willages
scattered dround rural toumdhips whose 1960 populaticns Il“id Erom 2TH £a B 080 {with
the median of 620); have shown a stesdy tex rate incresse. For them alss, &8 with the
urban ares suburbe, the rate of dnerease was considerably grester during the 1957-50
pericd thin during subsequent years. On the other hand, rates for unincorporated towns
have advanced more slowly especinlly during the mOTe FECEOt FESTE.

Tax Hates by Purpose

The genera]l property tax Lin Wisconsln I8 & compodits of stdte, county, local,
and—sehoollevies. The state fevy s negligible; the county levy varies by county and
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aften reflects influences hE}-nn-d lacal control. Thug, we shall ignore for the rise
being both state and epunty levies and concentrate on local and scheool leviaes.

We chserve in Table 5 that in the combined local and schoaol lewy the central
city shows the kighest rate of 30.3 mills. This should be compared with other rates
ranging from A8 low &% 17.7 mills For industridl wnits to 22.0 mills for low income
residential uwnleg--the highest among suburban groups.

TABLE 5.==-HMEAN FULL-VALUE FROFERTY TAX RATES BY FURFOSE
AMONG TYPES OF MIWICTPALITIES, 1%57, 1966

1964 1957
Logal Local
and and
Logal Schoal S¢hool Loeal Sehoal Eehool
Central city 1.8 16.5 J0.3 5.8 8.7 19.
Balanced 4.2 15.49 20.1 b6 9.8 4.4
Industrial 1.7 14,0 17.7 B 12.7 12.9
Eesidential
High income .1 18.3 20.5 L.3 13.3 4.6
Hediim income 1.9 19.0 20.9 2.1 14.7 16.B
Low income 3.2 1E.8 22.0 .6 12.% 15.7
Orban area soburk 2.7 18.0 2.4 13,0
Heddan 2.1 18.8 1.9 12.8
Incorporated outside
urban ares 1.8 20,9 23.7 2.9 16 .0 16.9
Mnincorporated cutaide
urban area .4 14.4 15.8 .8 15.1 14.9

Source: See Table 1.

The centval city disadvantage largely involwves the local rate; iets 13.B mill
rate i8 no match for others which vary ower a Ilow range of 1.7 milis (for indusecial
unies} to 4.2 mills {(for balamced units). School rates show much less wariation; they
spread over & relatively narrow vange of 15.9 to 19.0 mills, The lesser wariation, and
the fact that school expenditures domioste the local budpet, make the school tax an
equalizing element in the overall property tax.

The high income residential and industrial units, as shown later, spend con-
piderably more per capita on most municipal services, but their high per capita valuation
and 'hj_gh share of state aid rogether cutweilgh the difference in Btpend[l!ul:-&ﬂ, thus per-
m:l.l‘.tiuﬁ: low local gaces.

One abserves in Table 5 that the relation of local, school, and combiped rates,
back im 1957, was largely eimilar to today's. But the central city-suburb disparity ino
combined rates has increased substantially. Both in leocal and school levies, especially
in the former, the central city exceedad others in the rate of increase.

Outside ethe urban area, the incorporated municipalities carcied consistently
higher rates then did the urban area ounicipalities. Lacking evidence that they offered
higher quality educacien, the difference may be largely attributable to the face that
they are unable to take advantage of economies of scale inherent in somewhat larger
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school pu;:!.llal:innhl-'r School districts For small municipalities, independent or joint,
are generally small chemselves.

The combined local and school race of these incorporated menicipalities putside
the urban area ranked second coly to thae ol the central city. The uaincorporaced munpl -
cipalities outside the urbam area, meanwhile, are typical of other rural Wiscomslim com-
munities: their lacal levey i& negligible and the school levy comprises mast of the
property tax.

While the coumty lewy is beyond local control, it does constituke a part of
the total levy which is significant for some arcas. Let us now see how each class af
muenleipalities fares Iim the councy levy.

TAELE 6.--THE MEAN FULL-WALUE COUNTY RATE,

1966, 1957

(ML118)
1'?&& 122]‘
Central city 0.2 T3
Balanced 8.9 &0
Industrial &, 5k 7.3

Resgidential

High income 8.8 1.1
Medium income 7.3 5.6
Low Lncoms 5.8 4,9

*The willage of Dak Creek, with its exceptionally high utiliey pax
share and corporate income tax share, Einances its local services and
a large part of the couney levy out of fta cash fund; this Llowars the
averdage county léwvy for the industrial group.

Source: See Table 1.

Hilwaukee Coumty has always levied a high race For county purposes, In 1966,
for instance, the county levied 10.2 mills, compared with lower rates of 3.7 and 3.3
mille for the adjacent counties of Waukesha and Ozaokes.

Hilwaukee County, with its higher county lewvy, spends substantially more for
welfare and corrections, health, recreationm, and highways., 1f these extra services are
a necessary part of the metropolictan econpmic life chey oughet to be supported jointly
by all fmealwved. Although Table & appears to show a pattern of progression, im that
low ineoms vesidential wnits carey a relatively lower average rate, the pregent county
tax distribution is haphazacd. While the low focome municipdlities of Milwaukee County
(Framklin, Greenfield, and Soach Milwdukee) pay 10,2 mills, such municipalitics as Hew
Berlin and Mensmanie Falle, which are ocut=ide the county but are still an integral part
af the metropolitan area, pay their county a low rate of 3.7 mills.

1/ DMiference in tax base cannot be the reasomn. Their per capita propecty wvaluatioos
dre significantly higher than thoee of the central city #nd the low income residential
uniks and are comparable with those of the medium income residentiasl unicta,
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It may be argued that some of the county services, welfare for instance, are
exclugively far the benefit of the resident. On the ather hand, sueh cutlays a8 highway
construction {(especially for limited urban highways} typically offer greater benefits to
those in the outlying wrban communities. In such a case the latter, rich or poor, are
geouine beneficiaries which de not share in the cost.

& Closer Look at the Central Clty

The central clty tax rate, we have obhserved, has always exceeded that of the
suburban commanity. The difference has been mot only large but increasing during the
past ten years. Because of this, and because the fiscal straln of the central cley
appears mest serious, we shall examine more closely the wear-by-year tax rate changes
in the metropolitan units.

‘TABLE 7.--FULL-VALUE FEROFEETY TAX ERATES BY FURPOSE,
PROPERTY TAX LEVY, 1%51-66, CITY OF MILWAUKEE

Ful} vilua_lljﬁ Le
Lounty  Logal  School  Tokal __Total |
semmsssmmenss (@ll]l@)smessmmnnannn- (millions)

1951 .0 10,4 8.1 27.7 4 5.1 § 91.2
1952 Tak 9. B 8.2 25.4 &4, % 98.0
1953 Tad .3 d.2 £5.8 6E. 2 102.0
1954 7.9 9.2 B.7 26.0 T4.B 94,7
1955 8.0 8.9 9.0 6.1 79.1 11%.8
1956 8.0 9.6 9.3 27.0 EY.2 124,56
1957 2.7 8.8 8.2 23.5 95,3 135.2
1958 8.1 0.7 19.1 29.1 104.0 185, 3
1959 A.8 0.6 11.1 30.7 111.% 153.1
1960 8.9 11.2 11.5 31.9 120.0 161.48
1961 8.1 11.6 12.6 33.7 126.4 16%.0
1962 9.5 13.1 12.8 5.6 137.1 141.4
1963 9.4 13.2 13.7 6.9 142.2 186.9
156& 1.4 12.9% 155 38.9 152.2 1983
1B65 10.2 13.3 15.8 39.5 138.4 04,7
1966 10.2 13.8 16.5 aAb. 7 167.9 215.1
Source: GCiev Taxes (Annual Bulletin), Wisconsin Department of

Taxation, Madison. For compotation of per capita levies,
ptraight-1ime faterpalations of 1950 and 1960 census
prpulation and the HMilwaukee Journal 1%66 popolation
gstimate were used.

In terms of full walue tax vate, cthe 195157 peried is marked by a relative
tranguility; the c¢ounty, lecal, and school rates all remained fairly astakle, afrer
1957, however, the city oo longer could keep to the previous level of 26-27 nills and
oace the celling was breached, the rate increase has continued steadily ever since.
Today, at 40.7 mills, thers is no sign that the uptrend in the property tax rate has
finally subsided.
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TABLE 9.--EQUALIZED PROTERTY WALUES BY USE AWD TYFE,
CITY OF HILWALEEE, 1957-19664

Hargantile and Total Personal Total in

Residantfal Hanufae turlng Beal Estate® Prapecey Total Index

sessssesssssmemss s = [ML] ] {OAE ] e —
1951 41,020 5 /90 41 3710 S418 82 128 61.5%
1957 1,620 993 2,814 652 3, 466 0. 0
1958 1,602 1,134 2,037 629 1,568 102.9
1959 1,E48 1,171 3,025 G625 3,646 105.2
1960 1,501 [, 205 3,111 G651 3,762 i08.5
196] 1,%33 1,214 3,142 GL& 3,754 10485
1962 1,918 1,277 3,202 B52 3,654 111.2
1963 1,915 1,280 3,201 655 3,887 111.3
1964 1,907 1,327 1,242 672 3,913 112.9
1955 1,530 1,350 3., 2BV 728 4,015 115.8
1966 1,950 1,380 3,337 790 4,127 119.1

*Total real estate includes farm propecties which are oegligible and does pot necessar-
tly equal the sum of the figures in the first twe columns.

Source: Supervisor of Assessments' Statiseical Report of Property Values (anBual) te
the County Board and Department of Taxation, Madison, Wisconsin,

The 19 percent increase in the total property waluation {(Table %) falis far
behind the 33 percent imcresse Lo operating expenditures and cost of debt (Table 8).
Expenditures increased much faster during the 1%31=57 period, than later; but the rise
in the tax base nearly matched that increape, During the [957-66 peried, however, the
tax base grossly failed to follow the pace of rigimg expenditures.

It may be nored further that this failure is largely attributable to the slow
increase in vesidentisl valuation--a meager 7,1 percent compared with 3%.0 percent for
mercantile and msnafacturing proparties.

The trend in residential valuation may perhaps be explained in two ways. First,
housing activities have declined markedly sipee 1957.
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TABLE 10.--HOUSIHG PERMITS AND ESTIMATED (D5TS,
CITY OF MELMAIRER , 1951-1966

Building Pecmits Estinated ste®

Single Besl- Mercan- Manufac=

Fomily Duplex Total dencial tila turing

semsscsccsas(millionB)==s===sscsan
1953 = 1956w 2,790 532 3,212 552.3 510.6 4 B.2
1957 2,265 G&E 2,913 57.0 8.3 G.0
1958 1,829 LK 2,161 56,2 12.2 G0
195% 1,673 292 1,967 59,6 3.6 [
1960 1,116 1a7 1,2B3 2.1 ] 8.1
1961 31 168 039 15,6 3.9 7.1
1962 a0 1ls Bag 3.7 20.1 3.3
1963 1,002 153 1,155 GL.5 By, & G.6
1964 96 ALY 1,128 hE .0 2.0 g.3
1965 654 7 53 49,6 19.E 11.5
1966 G L 410 26.4 15.7

*Estimated costs include costs of alterations.

*hinmueal average fov the four year period,

Spurce: Jonual Report of Milwaukee Department of Boilding Ipspection and Gafety Engi-
neéring, Milwaukee; Wisconsin.

The rate of decline in building permits for single family and duplex houses has been
phencmanal, The 610 permits of 1966 are hardly one-fifth of the annual average for the
1%53-56 period. The estimated costs of residential propecties have not fallen as far

as the mmber of building permits; this is due to the rise in the average value of homes,
the rige in construction cost, and most significantly the fact that multi-unit apactmen
buildings, which are not included im Table 10, have greatly increased in cecent yeacs.

Another factor weighing heavily on the trend in residential wvaluation is the
absorption of private properties into public uwse. Exptessways and urban redevelopment
have been the two main items here, and they undoubtedly encroach heavily wpon residen-
tial properties. During the past seden years, 1960-66, the property values taken ?ff
the eax roll each year averaged approximately $4.9 million in assessed valuation.2
Adjusted by the assessment ratios; which ranged frem 61.1 te 64,4 percent durimg this
period, the above Eigure amounts to nearly 58 million inm full valuee.

A/ In terms of dwelling unirs, the apartment building permits have increaged from the
annual average of S0% uwnits in the 953 56 peciod to 2,276 units in che 1957-66 period.

2/ Approximate breakdown of the smount is as follows:

State of Wisconsin (highways and geneval) £ 3% (thousandsa)
Expressways A0l

City of Milwaukee (parking, playvgrounds, and other) 225
Eedevelopment and housing L0000
Streers 218
School siges 245

Milwaukes County (parks, airporr, efec,) 245
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REBOURCES

Proapearcies

The decisive advantage in property waloe, we note in Table 11, goes to the
induserial munfcipalities. Thelr average per capita waluation of $25,237 is more than
twice that of the high income residential uwnits. The central citye--the poorest of all
(53,454),; and the low income residential enits ($5,799)--are cach worth spproximately
oné-half the high income residential units. In between, the balanced units aod the
medium income residential wnits, wich thelr per capita values of 58,982 and $7,180,
rank third and fourth. The balanced units arve comparable in ceal propecty, but fac
exceed the medium fpcome rvesidential wnits in personal properiy.

TABELE 11.--MEAN PER CAPITA EQUALIZED VALIES BY TYPE®
AHONG TYFES OF MUNICIPALITIES, 1966

Heal Fergonal Tokdl Ino
Propecky Fropecty Total Index

Central city 4 &, 452 1,002 5 glfpfﬁ 100, 0%
Balanced 7,015 1,967 +382 184, 7
Induserial 17,498 7,741 25,239 4653 .8
Bosidencial

High income Lo, 810 127 10,937 200, 3

Medium income 6,591 SEG 7,180 131.6

Low inmcome 5,074 725 5,799 106,53
Uthan area suburb A.025 1, 2E4 9,219 169, 0
Hadian G, 056 &07 7,272 133.3
Incorporaced outside

urban area f,528 611 T 5 160 130.9
Opnincorporated outside

urban area 6,979 512 7492 137.4

®lncludes wtility properties.

Source: Supervisor of Assessments' Siatistical Beport of Property
Values to State Department ¢f Taxatlion, Madison, Wisconsin,

The municipalities cutside the urban ares, both Incorporaced gnd unincorporated,
are comparable to the nedium income residential uwaits Lm both level of per caplita waluw-

ation and eype of property.

When we break down real properties by usge, a3 in Table 12, wa find that the
central clty, balanced, and industrial units are all about equal in commercial use;
while in manufacturing the industrial units are distinct, with a per capita valuation
of 513,110, 1In manufacturing, the balanced umpits excesd the central clcy significantly.

In residentisl property alone, the central city fares the worst. Thers, per
capita residential valuation of 52,474 is only one-fourth that of the high income
residential upits. It will be recalled that in per capita toeal valuacion it compared
one £o two with the high income residential area (Table 11). What aceounts for the
gmaller differences in the total valuatiom are business propercies which favor the cemn-
tral eity. But, 1f we consider the fact that much of these business properties are
absentee-cwned, the total valuaticn per caplts is not very meaningful as a measure of
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TABLE 12.--HEAH PER CAFITA EQUALIZED REEAL FEOFEETY BFY USE
AMONG TYFES OF MUNICIPALITIES, 1366

Residential
!_.l:_l]. P‘l:vu-Eﬁrl‘.\r Froparty
Mﬂ: HEEEflEtnrlm ﬁEri E;tuﬁl Regldentisl in Iﬂﬂ
Central city 51,074 £ B9G 5 7 52,474 100, 0%
Balanced 1,135 2,091 0 3,777 152.7
Induserial 1,116 13,110 238 3,048 123.2
Residencial
High income 152 238 i 9,814 396.7
Mediun income T61 446 136G 5,232 211. 5
Low 1ncome 531 596 102 3, T45 1314
Urban area suburb JRT ﬁ __fﬁ 5 .11’3 ;I h i
Median el 180 i] LT 184.2
Incorperated
outside urbap. ares 643 5249 X35 3, 00% 2068.1
Unincorporaced
autslde urban area 465 89 1,885 4, 16% 169.3

*¥locludes utility properties.

Spurce: See Table 11.

afflusnce. In per capita residential valuation the medivm iocome cesidential onits
exceeded the central city by more tham 100 percent, and even the low income residential
units exceeded it by 50 percent. This 12 in contrast to the much smaller differences
observed in total wvaluation.

5o ffer 5 alpation.--He msust distinguish between fisgal
rescurces and affluence. The industrial municipalities, to use an extreme example, are
rich in fiscal resources, but thelir residents ave even poorer than those of the low
income resldential eunfclpalities, in terms of housing. Thus, when we learn that the
peor cantral cicy levies a property tax rate of &1 mills and the high income residential
units a lower vate of 29 mills and want to pair these rates with their relative atflu-
ance, the more meaningful messure of affluence (if we choose property as the measure)
will be per capita residential valuacion rather than per capita total valuation,

Between 1960 and (966, accordimg to Tables 11 and 13, all types of municipali-
ties have experienced am increase in their per capita toval velustion. The rize is sub-
stantial for residential classes. The high, wedium, and low income residential units
respectively gained 16.1, 14.9, and 13,1 percent while the balapced and industrial unice
gained a milder 9.2 and 6.5 percent. The central city showed only a token gain of 3.8
percent .
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TABLE 11.--MEAN FER CAFITA EQUALIZED WALUES BY TYFE®
AMONG TYFES OF MUMICIPALITIES, 1960

Real FPersonal Total Iin
Froperey Froperty Total Index
Central city 4,378 4 BYA 3 5,256 100. 0%
Balanced B 454 1,465 7,917 150.6
Industrial 17,507 5,395 17,901 435.7
Residential
High fncomsa 4,383 a7 9,479 LB, 3
Hedium Lacome f 022 154 6,337 121.3
Low income 4,613 514 5,128 97.5
Urban area suburh 7,237 203 8,140 1%4.9
Median 5,893 2095 6,85 130.2

#Includes utility propercies.
Source: See Table 11.

Thus , the gaps betwean the central ecity amd all classes of suburban municipali=
ties have widened in the past seven years. The cemtral city in 1960 exceeded the low
income residential unite in per capita total valuation, but the order is now reverssed.
Furthermore, while in 1%60 the per capita valuation of the central elry was 55.4 and
82,4 percant of the high and mediom income residential uaita', the figures are oow
down to &%.6 and T4.4% percent tespectively. The spread between the low Loncome rvesiden-
tial and the high and sediun fncome residential units has also widened somewhat.

The relative composition of property, we note in Table 14, has remained Largaly
unchanged between 1960 and 1966, But we discover a significant fact that in per capits
residential valuation the central ciey was upable to hold its own, even on the deppeci=-
ating current dellar terms. Here, the high imcone residential municipalities ave the
principal gainer, with a 13.8 percent increase. The spread between the central ecity
and the subusrb fo per capits residentinl valuvation has greatly widensed during the pericd.
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TARLE 14&.--MEAN FER CAFITA EQUALIZED REAL FROFERTY EY USE
AMONG TYFES OF MUNICIFALITIES, 1%&0

Reaidential
feal Property Froparty

Hercantile Hanufac Eurlng® Besidential i lndex
Central cicy F961 5 HLE 32,564 100, 0%
Balanced 47& 1,933 3,607 140, 7
Industeial 842 13,620 2,721 106, L

Residential

High income 588 188 B, 625 336.5%
Hedium income £97 335 -ﬁ-,BBS 194.6
Low income 397 505 3-,-&5# 134.7
Urban area suburh 576 1,572 4,921 191.9
Median £33 396 4,220 164, 6

*Temeludes uelliey properties.
Sourcet See Table 11.

The loss in per capita residential valustlon for the ceatral city may be attribucable co
the circumstances noted earlier: the wnuswal pace of absorption of private properey
inte public uwae, notabkly for highway construction and urbap redevelopment; and the low
buildimg sctivities thar prevailed im the eiey.

Wariation in per capita total valuation among the wrban arées municipalicies re-
mdined stable between 1960 and 1966, bot the varlation inm per capita residential walusa-
tlon, as Table 15 indicates, has incressed noticeably.

TABLE 15.--COEFFICIENTE OF VARIATION IN FER CAFITS VALUATIONY
AMOMG URBAM AREA MIMICIPALITIES, 1960, 1968

Per Capita

Par Capita Repidential

Tatal Yaluation Valuation
1960 50.2 51.1
1966 49.7 56.B

*Standard deviation as percentage of the mean.

utatandi Debe - nsch

Outatanding debt per valuation varies only moderately among types of munici-
palities, with the exception of induserial and high fncome residentinl units, owver the
range of 17.0 to 20.5 mills. Within these twe groups, debt is either nonexistent or
very mioor rélative to their valuation.
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TABLE 16.--0UTSTANDING ROWNSCHOOL DEBT FER VALUATION
AMDNG TYFEE OF MUNICIFALITIES , DECEMBER 1966

Debi Per 51,000

Valuation

Central '.‘.'i.‘l'.,' 17.0
Balanced 20.5
Industrial 1.0
Regidemtial

High income .5

Hediwm income 17%.0

Low {ncome 1F.2
Urkan area suburb 14,3
Median 12.6

Souroe; EEEIE of -Eiu Elz:ﬁt to State Bureau of
Municipal Awdit, Hadisom, Wisconsin.

I mcome

When the local government relies principally on properiy as [ts tax base, per-
spnal fincome ag a4 figeal ressurce may Seem to be unimportant. But Lt may be an impor-
tant potential tax bage. Furthermore, since all taxes aee paid ouat af LAcome, chat is
ul timately what measures best the ability to pay caxes. The following table shows the
adjusted gross income per return according to which our urban area residential munici=-
palities hawve beoeon classified inteo high, mediom, and low income units.

TAHLE 17.--HEAN, MEDIAN, HANGE OF ALTOETED GROSS LHCOME* FER RETUBRN
AHONG TYPES OF MUNTCIPALITIES, 1945

Heap Median
dmount  Index Amount  Inden Range

Central elty ¥ 4,697 100.0 5 4,697 0,0 3 5,697
Balanced 5,532 117.48 5,188 110.F §4,%909 - 7,340
Indusgrial 5,112 108.8 5,112 108.8  &,BO3 - 5,421
Residencial

High lpcome 12,273 261.3 11,505 244.%  T,827 - 19,892

Medien income 6,642 141.4 6,527 13%.0 [ 7,140

Law incons 5,836 115.7 5,838 115.B G B59 = 5,845

[

Urban area suburch 7,197 153.3 6,049 138.8 _ 4,603 19,892

#This is adjusted gross income for the state income tax purpose and
differs little From the federal sdjusted grose income. In 1966, the
ABT for state lncome tax purpose wag 47 ,B49.%5 milllon and varied only
.35 percent from the federal AGL of 57,677.0 million.

Source: Compoted from the figures obtalped io IBM Files, Deparcment
of Taxation, Madisom, Wisconsin.
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Wealthiest, naturally, are the high income residential municipalities. Their
per return income of 512,273 {2 two-and-one-half times that of the central city, and
maee thaa twice that of most other groups. The fndustrial units shown to be property-
rich now reveal themselves as income-poor. The niddle income residential wnits, though
not At all comparable to the high income units, stand distipctly higher than others.

When we use inceme fo measure family welfare or affluence, We may want 0o cop-
sider im addition the bkasic mpeeds of the family as indicated by ies size. Thus, if
basic needs are largely determimed by Eam11¥ sign, income per capita rather than income
per family or per return may be preferable. L/

TABLE 18.--MEAN AND MEDIAN FER CAFITA ADJISTED GROSS INCOME
AMOMG TYFES OF MUNICIPALITIES, 1965

Haan Median

Jmount Index Amount Lndex

Central city i!r'lﬂz IE: 0 Egljag 100, 0

Bal apced 2,546 102, 5 2 00 100,%

Industrial 2,046 85.7 b1 B5.T
Residential

High fancoms 72180 3008 6,126 256.0

Medium [ncame 3,146 132.1 3,146 131.8

Low ineome 2 450 104,13 2,490 104,.3

Urhan area suburch 3,606 151.0 2. BE1 112.3%

Source: Ses Table 17.

In Table 18 we fimd a picture which varies substantially from that of Table 17.
In per capita income, the spread between the central city and the high ipcome residen-
tial units is even larger than the income per return. This may mean that family size,
on the averdage, ig greater in the central ecity than in the high income units. On the
ather hand, the reduced spread betwesn the central city and the balanced and low in-
come residential municipalities means that families are largers still in the latter
group. Large families in the [edustrial area may explain the reversed order between
this area and the central city: in income per return the industrial units exceeded the
central ittr but in per capita income the latter exceeds the former by a substantcial
IIIII.'Ein.E

{ Marcim Dawid, "Welfare, Income, and t Heede,"™ Beview of Ec B d -
s

tice, Vol. ¥LI, Ho. &; Hovember 1959, pp- 393-399.

2/ Bince the mmber of gainfully employed per family may vary among sunicipalities, the
®WOTE Acéurdte account can be made by comsidering the variaticm in such a ratio also.
The lesser sgpread in per capita income betwesn the central city and the low income resi-
deatisl wnite, for instance, may be duc to larger average family size for the latter or
their lower ratio of gainfully employed per family or perhaps both. The coefficient of
variation in per capita income among individual muncipalities rose from §2.5 for 1959 to
69.1 for 1965, The concept of the adjusted gross income has remsined largely unchanged
betwean 1959 and 1963 except for the 1963 provision allowing for deduccibility of unem-
ployment compensation and sick pay. To the extent that the low income workers are more
oftén inmvolved in these payments, their elindination in the 1965 adjusted gross income
would affect thedir income figures unfavorably. However, unemployment compensation and
sick pay together consticuted $66.5 millien as compared wich total wages and salaries of
{continuead)
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Be note, comparing Table 19 with Table 18, that Lm per capitd lncome the dig-
parity between central city and suburb increased betwean 19%9 and 1965.

TABLE 19.--HEAR AND HEDIAN FER CAFITA ADJUSTED GROSS THOOME
AMONG TYPES OF MUNICIPALITIES, 1954

Hean Median

Amoug t Loda Jeount lndsx

Central city 2,112 10a.0 108, &

Balanced 2,109 99.9 2,008 85,1

Industrial 1,664 8.9 1,763 B3.5
Resldential

High Lncome 55810 275.1 b, S6& 216.1

Medium income 2, BBL 126.0 2,721 12B. &

Low imcome 1,985 94.0 1,922 G1.0

Urban areda suburh 2,973 l4b. 8 2,104 99,3

Source: See Table 17,

The disparities between the central city and other groups of municipalities, except for
the industrial unice, have all increased, absolutely and relatively. This picture
largely remains when we use Dedian imceme per capita.

EXPENDITUBES

Operating expanditures are treated separately for nonschool amd school pues
poses, (Capital cutlays, which in recent years comstituted approximately ome-fourth of
the total expenditures, are not included in the analysis.l!)

Hoongchool Expenditures

Withim the wurban area; the central city spends substantially more per capita
than the large majority of the soburban municipalities (rapking eighth among the 29
municipalities of the urban area): In terms of specific functions, the central city
exceeds the suburk greatly im police, health and sanitation, ond fire whereas the suburb
exceads the central eity in highway and general gevermment.

(Continued) $63,015 million im that year. This is less tham .? percent and of this,
Wisconsin Department of Taxetion estimates, about 30 percent would have been reported
if these payments werse taxable. Thus, the distortion in measures of varintion result-
ing from the above provision 18 probably very insignificant.

1/ Hareld M. Groves and John Riew, "Financing Metropolitan Municipalitdies in Wiseon-
ain," Lond Ecopomics, Wal. XL, Mo. 1, February 1964, p. 37.
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TABLE Z({.--HEAN FER CAFITA OPERATING EXFENDITURES BY MAJTOR FUNCTLONS
AMDNG TYFES OF MINICIPALITIES, 1964

{Doallars)
Ganferal Health and High- Hecrea-
Government Police Firce Sanitation way tion Taotalw Tndex
Cantral city 511.49 524 .8 13. 16, 4 511.9 3.2 3 81.3 100.0
Balanced 11.2 13.2 0.9 10,9 15,2 2.1 62.% V7.0
Industrial 5.0 3F.1 3E. 7 .5 25,7 3.0 142.9 175.9
Besidential
High ipcome 2.6 3z.9 9.3 19.4 3.1 2.2 118:5 145.9
Mediyn incoma 10.2 10,5 L. L& 18,9 L. B 5-1 3 64,8
Low incomo 5.8 9.2 6,0 & B 15.0 3.2 7.9 5E.9
Urkban aresa suburb 13.6 6.7 2.3 10.6 20.0 Ll 33;2 £5.2
Hadian 11i.4 £3.4 5.9 5.1 i5.5 1.1 63.5 TB.1l
Incorpsrated
sutdide urban area 12.B 11.3 4.8 3.6 14.5 2.9 52.0 64.0
Unincorporated
outgide urban arcea 6.0 L.& 2.5 0.0 Ll.6 A 23.0 2B.3

®The total is the sum of the individual items prasented and does not inclede miscellane-
DLiE CXPENSESs.

Soorge: Annual Report of Honicipal Clerk, State Boreao of Municipal sadie; Madison,
Wisconsin,

Table Z1, which provides expenditures per property valuwation, depicts largely the sams
pleture. In this table, alsa, the lavpest diffevesnces between the centeal clty and tha
suburh are shown to be Lo police, health snd sanitstion, and fire. These seem to be the
areas of service in which high densicies of population and property, heawy traffic,
larger concentration of businesses, and pérhaps significantly the monresident commuters
all add to the central city expenses {see Appendix Table B-3),

TABLE Z1.--MEAN OPERATING EXFENDITURES PER PROPERTY VALUATION®
AMONG TYPES OF MMICIPALITIES, 1966

(Hills)
Ganeral Health and  High- Recrea-

ernmeEnt Police Fire Sanitation way tion Tacal
Central eity 2.2 5.6 2.4 3.0 2.2 .6 149
Balanced 1.5 1.7 1.3 1.5 2.0 . B.4
Induserial 1.0 1.1 1.4 I 1.1 - 5.4

Residenrial
High income 1.9 2.6 1.3 1.8 1.6 ad 10.4
Hedium {ncome 1.4 1.5 .9 <5 .5 e Tals
Low income 1.7 1.6 .1 B 2.5 L5 7.2
Pebén arca suburb hé _Ll_I i‘_g da.d L_j_ | 7.9
Hadian I-& 1.7 -G . X2 4 7.4

#Rates are obtained by dividing individual expenditures by total egualized property wal-
wation (fpcluding uweilities). The total mill rate waries from the local rate under
property tax because these are only operational expenditures and some of them may be £i-
ninced by debt, lntergevernmental transfers, departmental cavnipgs, ete.
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Incorporated municipalities outside the wrban area spend in & patternm much like
the mediom and low income residentfsl monicipalities in the urban area while the unin-
corporated municipalicies vary greatlby from ail the otherss The latter spend practizally

nothing on recreation, health and ssnitation and rely largely on county sheriff and wol-
untary fireman for police and fire protection.

In per capita terms, the largest spenders are industrial and high income resi-

dencial umits. They greatly eéxcesd the central city, especially in highway, police, and

a8 Ve ot. For industrial units, the largest single budget involves fice pro-
pectiom; in this thep exceed the central city three to one.

That the central city spends less per capita for gepersl povernment may ba ax-
plained largely by economias of sgale, The weaning of per caplta expenditures Ear po-

lice becomes obscure slnce police provide protectionm for property as well az for people,
Fire protectlion L8 primarvily for property; even highway costs might be considered a com-
plement to property aod businassas,

In expenditures per valuatien, the central city 48 the highest with an overall
rate of 14.% mills. The high income municipalicies rank pext with their 10,4 mill rate,
The industrial uwnits, which spend the largest amount per capita, cavey the lowest rate
of 5.4 mille, The central city levied the high leocal rate of 13.8 mills, while high in-
come tesidentisl and industrial units levied low rates of 2.2 and 1.9 mills respeetivaly.

It should be moted that for the central city, the low income regidential, acd
the balanced municipalities, the local rate is at least one-half of the operating expen-
ditures in mill rate, Inm contrast, a8 we see lm Table 31, the difference between the
two rates is much greater for the industrial, high, and mediom income residential units
for the high income residential units, Eor indtdnce, the local rate is caly ene-f1fth of
the expenditure rate.

TABLE ZZ.--MEAN ODFERATING EXFENDITURES FER VALUATION, MEAR FULL-VALUE LOCAL REATE
AMDRG TYPES OF MUWICIPALITIES, 1966

(Mille}
Opetacing
Expeaditures Full-value
Eer Yalwation 1_Rete
Central city 13.8 15,9
Balanced H.4 &.3
Indusgrial 5.4 1.7
Residential
High income 1.4 .2
Hadivm inecoms: 1.4 1.9
Low imcome B.5 3.2

Source: GSee Tables 3 and I1.

Operating expenditures generally comprize three quarters of the total expendi-
tures; one may chus wondert how some of the mualclipalities FITT the large gap between
the tax rate and the expenditure rate. The explapstion, as we shall discover, Lies
largely in the presemt arrangement of state transfer payments.

We note in Table 23 that the three largest expenditure items in which the cen-

tral city exceeded many suburban munielpalities are police, health and ssnitstion, and
fire. They respectively claimed 31, 20, and 16 percent of the total operating budget.
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For the urban area subarb highway, police, and general poveroment constituted the three
most important item&; tespectively claiming 28; 21, and 1% percent. Outside the urban
area, highway and geoeral goverpment are the two main itens of expenditures. As for
the uwnincorperated nunicipalicies, nearly half of their operating budger went to high-
wAyS.,

TABLE Z3.--RELATIVE SHARES OF MANOR OPERATING EXPENDITURES®
AHONHG TYFES OF HIMICIPALITIES, 1966

(Fercent)
Gansral Health amd High-  Hecrea-
GOTEENmMENT Police Fire Sanicacion WAY cion Total
Central city 14.6% 30.5% 16.1% 20.1% 15.71 3.9%  100.0%
Balanced 18.0 2.1 15.2 15.6 25.6 3.7 100, 0
Industrial 19.5 19.5 24,49 12,2 21.0 5.0 1p0,.0
Besldentcial
High income 15.1 25,0 11.4 1%.2 25.7 2.7 100.0
Medium income 18.3 8.8 10,3 12.8 6.4 3.5 100.0
Low income 2.1 9.6 11.8 9ob 1.5 3.7 00,0
Uirban area suburh 19.54 0.8 11.0 13,2 29,4 3.8 1oo. o
Hedian 20.4 0.1 14.% 11.7 28.9 A.2 100.0
Incorperated
outgide urban area 24,0 14.8 10.7 11.2 2%, 5 B.1 100.0
Unincorporatad
outadide urban acea 29,4 5.8 11.% 4.3 a5, 7 L.3 100.0

¥The figures presented hece are the mean of relacive shares Lo each expenditure item
forimdividual mantcipalicies v each class:

Source: Computed from figures obtained from the Annsal Report of Municipal Clerk,
Htace Bureauy of Municipal Audit, Madison, Wiscomsin.

The relative shares of individpal expenditures have changed somewhat Lately.
Ino 1960, the largest share went to h:l_.E'hHIE: for all ctypes of municipalities, but for
central city and industrial monicipalities the EEM iten is now veplaced by E]icn
and fire vespectively as the largest. For high income residential unite also, ELrst
place §s now shared between police and highways. The heavy ocutlay on highways in the
pazt several wears perhaps redoced !-'I.I'I}E-I:Hﬂtf.!].l.r their aperdting expenses. For the
mediom and low ipcome residential and balanced monicipalities, highwawys were and still
are the largest item in the operating budget (sea Appemdix Table B-4).

The level of expenditures per capita has increased sipce 1960 for all types of
munigipalities, move significancly for residential municipalities. We note in Table 24
that in per capits expenditures the differencesd between the central city and the high
imcome residential and indousteial municipalities hawe increased during the past years.
The increased differences are also observed between the high income residential and the
loaw {meome residential groups (see Appendix Table B-4),
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TABLE 24.--MEAN PER CAFITA TOTAL OFERATING EXPENDITURES*
AHDNG TYFES OF MUNICIPALITIES, 1966, 1%60

L9EE 1960

Anount Lodax Amgunt Ilndex

Central eity 5 81,3 100,09 0.4 100.3

Balancad 2.5 7r.0 59.4 B4 . &

Industrial 142.9 17¥5.9 120,2 170.7
Eesidential

High income 118.5 145.%9 a5.49 120.6

Medium ipcomes 238 BA.6 4.5 3.2

Low income £7.9 3.9 6.4 il.1

*The total is the sum of individual expenditure i{tems which appear in
Takle 21 and does mot fnclude other minor Ltems of expenditores.

Souree! See Table 21.

& endituras

Analysis of school expanditures is complicated by the fact that a school dis-
trice and & mnit:i'pnlitg, especially a small one, do not necessarily share common bouwnd=
aries, The report of a schoel distriet 48 oot broken down by the municipalities withino
it. Thus where a joint school district is ipvolved; expenditures and enrollment were
appartioned among munlcipalitles according to their celative shares of population aged
one through eighteen in the schosl distrier.t

The central city, which excesds the saoburb in many nonschool expenditures,
falls greatly behind the latter in school expenditures {see Table 25). With its per pu-
pil operating expenditure of 1'35|'.'|H:I the central ciey ranks twenty-eighth among the 2%
municipalities in the urban area around Wilwaukes. The high income residential suburbs,
with their Figure of §762, excesd all others by 4 considerable margin. The balanced,
industrial, and medium income residential suburbe spend comparable amounts in the
4630=-640 range while the low income residential suburbe, trailisg meost others, seill
pxceed the central citw.

Surprising in the data presented inm Table 25 41s the difference in the expendi=
rure variation berween per pupil and per capita terms. In per pupil expenditures the
puburb on the average excesds the central city by 28 percent} in per capita expenditures
the mafgin tose Lo 73 percedt,

1/ The Anowal School Districe Beport records population aged 1-18 residing in the dis-
erict by municipality. Apporticoing eanrollmeat and expenditures in this mapner seems
appropriate since the relacive share of pupil entolliment would most likely reflect the
relavive share of che populatiom In this age growup. There may be ecases where s munici-
pality's share of pupil enrellment fs larger or smaller than ics share of school age
pepelation. But, in general, the municipalities that share a joint school districk are
similar in socioocomaymic characteristics and any distortion that may result Erom this
method is Likely wery insignificant.
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TABLE 25.--MEAN PER CAPITA AND FER PUFIL SCHOOL OFERATING EXFENDITURES
AMONG TYFES OF MUNICIPALITIES, 1%H5-1%66

Far Fupil Pear Capita
Operating Operating
Expenditures Expenditures
Amoun t Indox Amoune Lodex
Central city 5504 10a.0 § ] 100, 0
Balanced 636 125.2 103 147 .6
Industrial 630 124.0 11K 149.0
Rasidential
High incoma Fl ¥ 130.0 L4t 11z.49
Medium income G 1264 121 173.3
Low i ncome 578 113.8 115 1h&.7
Urban area suburbk L] 127.6 121 173.3
HMedian 631 124, % 118 169.0

Sourca: Annual Report of School District, Part 1, II, and IV, State
Department of Public Instruetion, Madison, Wisconsin,

The explamation will be found in demographic differences which exlist betwean
the central city and the suburb. In Table 26 wa note that im 1965-66 the central clby
had a far smaller share of population aged L-19, which in turs explaing the signifi-
cantly smaller proportion of average daily atrendanse (ADA) to the total population.

The central city's 13.7 percent ADA compares with the substantially higher ratio of 18.5
percent for the seburb as 4 whola, Here is striking evidence that pacrents with children
prefer a residential suburb to the central city ot any business-oriented area.l

TABLE 2&,--HEAN RATIO OF FOPULATION AGED 1-19 AND ADG TO TOTAL POPULATION
AMOHG TYPES OF MIMICIPALITIES, 1965-196&

FPopulation
1=1%/Total A0 Tokal Aﬁﬁf?bpula—
Fopulation ulation tiom 1-19
Central city 32.5% 13.7% 42.2%
Balanced l8.2 13.9 4.0
Induserial L | 15.8 44,7
Residential
High income 43 .4 18.7 44,4
Medium income 42.3 19,2 45,6
Low income 84 .0 18.5 G4.4
lirhan area =zuburh 41.B 19.1 G, 3
Madian 0.9 19.1 55,0

Source: ESee Table Z5.

_Lf The ratio of ADA to population which is certalnmly related ko the ratio of scheol
age populatlon to the gotal population, may also be influenced by other factors, such
as relative share of parcchial pupils and echool dropouts. To separate these agpects
the ratios of ADA to population 1-19 are compared smong types af sualcipalitiaea.
{contimeed)
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The relative pleture, a8 we may note in Takle 27, has remained Largely un-
changed for the past several years. Im L1960, the central city was atill the lowest, the
high income residentdal by far the highest, and the low fncome pesidential relatively
low but still higher than the central clty.

TABLE 27.--MEAM FER PUPIL EXPENDITURES
MHONG TYPES OF MIMICIPALITIES,; 1959-1960

Fe¥ Pafdl
Dgeruti:_;g Ex EI‘I.d‘l Eures
Amcant Lodex
Central city 5438 100,
Balanced 5l 117.4%
Iodustrial 53] 121.2
Besidential
High income B3l 157.8
HMadium ingcoma - 132.0
Lo insonms LEE 1.4
Orban area suburb a4 128.8
Median 582 132.49

Sopurce: Computed from the figures obtained in An-

aal F‘.-EEH: of Schopl Digtrict to SEate
Superintendent of Public Instruction.

The coefficient of variation in per pupil expenditures has decreased from 19.6
in 1959-60 to 15.1 im L9G65-66. We alss observe that the spread in per pupil expendi-
tures between the high income residential suburbs and other less affluent suburbs has
decreased relativaly.

SHARED TAXES, CREDITS, AND ALDS

Wisconsin is widely known for its willingness to shave its resources with its
municipalities., Having observed various disparities among the urban ares municipali-
ties of Milwaokee, we nod estsmine the iafluences of various State fund vransfers upon
these disparities.

ha axes

The scace verurns uncepditionally to municipalities a major share of three im-
portant taxes--the individual incone tax, the corpocate income tax, and the &d walaorem
public wutility tax. The basis of distribotion in &ll cases i8 the place af origin.
The most plavsible rationale for this diseribution i3 that the state has superior power
of taxstion, At legst in cepmsz of adniplstrstion.

{Continuad) Although the ceneral clty and balanced communities appear to have somewhat
larger share of papcchial enrgllsment and possibly in dropouts 8les, these characteris-
tica do not seem significant im affecting the ratio of ADA to total population.
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TABLE 28.--MEAN FER CAFITA SHARED TAXES
AMONG TYPES OF MUMICIPALTITIES, 1964

Individual Corporate
Incoms Tax Locome Tax Uoility Teox Total
Amount  Iodex  gmount Iodex  Amgunt _Index  Amount  Index
Cantral ity [ L Fi i S 2o 96— LA i AT oo 3% 05 000
Balancad 0.8 107.9 17.55 L35.4 10,46 140.0 LE.10 123.2
Industrial 20.95 112.3 B0.3Y 4655 93,28 1,248,656 174,56 &&7.0
Residencial
I{igh inesme L. 94 542.1 1.99 15.4 5. B2 a1.3 10%,.7% 281.0
Modivm imcome 28.24 151.7 G.XL Gi.9 6. L 3.2 40,59 103.9
Low income 18.47 449, 2 B.23 63,5 640 85.7 33.10 84,8
Utbhan area subuch 3,485 211.%9 11.93 93 .4 13.63 LEZ.5 E3.05 16A.&
Medion 2.0 113.0 6.535 5. 5 6&.75 . & 40,67 104,11

Source: Taxes, Alds, and Shares in Wisconsim Municipalities, L966, Deparcment of Taxa-

tion, Hadison, Wisconsin.

The total amount of individual income taxes shared with the 29 urban area manic-
ipalities was 3F8.6 million in 1968; the amount of the shared corporate income tax was
515.9 million; and that of che wcilley tax was 511.4 million.

The high income residencial suburbs beneficed mose from the shared individual
income CaX, With their 101 por capits they excesded ofher reciplents, except the medium
Income regidential units, in a five-to-ome ratio. The industrial units were predominant
beneficiaries of the shated corporate income tax, with $60 per capita. Imn this, the bal-
anced suburbs and the central city fared better than residential suburbks, thues partially
making up for their disadvantage in the individual income tax share. OFf the uwtility tax,
the main bereficiaries were again the ipdustrial wnits; their %93 per capita comparaed
with less than 510 per capita for other groups.

Toralling all three taxes, and because of the place-of-origin formula, the in-
dostrial suburbs, with $175 per capita, and the high income rezidential suburbs, with
$110, received, respectively, four-and-ome-half times and pearly three times the amount
received by the central eirv., The balanced suborbs fared better than the central city,
though not significantly. The medium iocome residential suburbs, in spite of their con-
siderable advantage En the individuesl incomse tax share, lared ebout even with the cen-
tral clty because of the offsetting disadvantage of lacking the corporation income tax
share. The low income residential suburbs, though comparable with the central ciey Lo
their share of individoal income cax, receiwed the least in cocal,

The highway privilege teax and liquor tax, also shared with local governments,

ifovolve only mimor amounts. The payment of the highway privilege tax is based on the
number of cars and frucks regletered while that of the liquer tax {2 based on population.
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TABLE 29.-<MEAN FER CAFITA HICHWAY PRIVILEGE TAX AND LIQUOR TAY SHARES
AMONE TYPEE OF MUMICIPALTITIES, 1966

Highseay
Privilege Liquor
Tax Tax
Central city 1.60 1.75
Balancad 2.7E 1.54
Industrial 3.57 1.51
Besidential
High income 1.74% L.65
Medivn iocome 1.78 .60
Low income 1.90 1.51

*The per capita figures were deriwved by dividing the 1966 payments by
the estimated 1966 population. Although the payments are made on
population basis the per capita figures are not equal becaugse popula-
tion trends varied among mepicipalities since 1960 while the payme L
was kased on the 1960 population.

Source: See Table 28,

Froperty Tax Credit

The property tax credic wae enacted in 196] concomitant to the newly imposad
Wisconsin Selective Sales Tax. A& part of the sales tax revenoe was set aside o help
relieve the local property tax burden. Under the program,; the fund is allocaced on the
basis of the property tax affort, measured ig terns of full walue vate, and on the
equalized valuation for esch minicipalicy,

The property tax eredit is divided ints two categories, real eprate Lax credit
and stock tax :rcdi}, the latter cepresenting the credit given to the specific items of

persanal property .=

1) After Eull walue rates for the thres preceding years are averaged, 14 aills arve
subtracted therefrom. This gives us "the three-year average full value rate owver 14
fAills." Thaos wa oberain the surrent “pet™ egualized wvaluation by adding the real prop-
erty and the personal property exclusiwve of livestock, merchants' inventories, and méno-
facturers' materials and supplies. Multiplying the full walue rate obtained above inta
this equalized valuation, we derive "levy over 14 mills." How to determine the amount
of the tax credit, this levy is multiplied by an apportionment facter decived by di-
viding the total fund allocable by the aggregate of these levies. The total Fund set
gaide far che property tax credit in 1966 was $63.5 million and the apporticement [ag=

tor was . 149277,
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TABELE 30.--MEAN PER CAFITA GEWERAL PROFPERTY TAX CREDIT
AMORG TYFES OF MUWICIPALITIES, 1966

Real Estate Stock Tax
Tax Credit Credit Total
Central city §1£12§ §]I.£|-E| i:iﬂ.ﬁ?
Balanced 16,34 16,23 3I.6L
Induscrial 23,06 13,63 96,66
Residential
High Locoms X243 .95 23,38
Medium {npcome 16,52 .85 21.37
Low incoma 11.66 5,69 17.35
Urban ares suburb 16 .83 L1564 28,29
Median 16,34 3.43 13,88

Source:r GHee Table 28.

The two parts of this allocation Eormula work against each other. Reliance on
the propecty tax rate introduces an equalizing effect. Thus, the central eity, whose
valuation L8 lowest of all (see Table ll.}, recelves more thao the low incooe tuhl.u:h, b=
cause the central cil:y’l. tax rate is highast of all (sece Table &Y.

Hewewer, the other part of the formula--equalized per capiva valuvatiop--tends
ta unds this effect. Takle 30 ghows that the industrial and high income residential
suburhs receive the highest credit on their properey tax, although cheir tax rtate is
comparatively low. Low man on the totem pole 18 the low lncome sSuburdh, which suffers
from both low tax and low valuation. Thus; while in the final analysis, there is an
element of egqualization, the real estate tax credit provides the largest relief per
capita for the two groups of munleipalities that are vichest in flscal resources.

Altheugh, under the stock tax credit formula, peceonal properties (liveseoek,
metchants' inventories, manufacturers’ macerials, and supplies) have ooly .6 of the tax
credit potential of the property tax formula, industrial onits gain tremendously. The
balanced suburbs and the central eity, though they do not compare with the industrial
area, do better than the residential soburbs. Indeed, the stock tax credit more than
makes up for the disadvantage these two face with regard to the real estate tax credit.
The combination of the two credits snsbled the balanced units and the central city, with
regpective total per caplta credite of 533 and 531, substantially to exceed all residen-
tlal suburbs. (Among the residential suburbs, the low iocome units received the small-
est amount--517 por capita.} But the induserial units, with almost the lowest popula-
tlon of all (9,3%--1/84th that of the central clty) were far and away the high scorers
on total per caplta credics with §96.66 (see Appendix B, Table B-13,

Homestead Relief Credit

Onder the recently emacted homestead relief credit, persons 65 or aver with
annual earaings of less than $3,500 are entitled to o credit om their property tax (for
homeowners) or their rent (for reoters). The cradic, which rises to & maximum of $300,
is a portion of the propecty I.IT palid or of 25 percent of the rent, the portion to de=
cline with incresase in income.=

1/ If a person pays $150 in property tax or $600 im annual rent (23 percent of which
is §150) and earns $1,000 during the year, for Lfnstance, his relief credit will be
{continued}
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The credit halps senior citizens who are poor and the central city and the low
income municipalities benefit more then any other type of unit. The total sum involved
in the program, beoweear, was oaly 5.2 million for the entire state (the number of bene-
ficiaries being & liccle less than &0,000) in 1%66. This is slightly over 1/10ch of the
total general property tax credit for that year.

Alda - Highway

Highway and school aid comprise the two main items of state aid given d‘;mtl:,r
to municipalicies and school districts. Shown in Takle 31 are the highway aids, which
include the basic and supplemental allotments, and the payment for connecting SLrests
and bridges as specified. Because of a millage faceor im the aid formula, the per
capita ald is larger for the more sparsely populaced residential suburba. The amount
ievolved is insignificant, howewer, and fts wariation among types of municipalities is
sl

TABLE 31.--MEAN FER CAFITA 5TATE HIGHWAY AIDS
AMONG TYFES OF MUMICIFALITIES, 1966

Fer Capita

Bighway Aids
Centtal city a.ls
Balangad fa sl
Industrial 5.49

Reasidential

High income 7.97
Hedium income 7.38
Low ipicioms E.03
Irban area suburbh E.19
Hedian 3.79

Source: Bee Table 28.

ids - Schoo

School ald, we find, represents the only element in the wvhole state transfer
sysatam which provides a substantial ; 1if capricious; equalising influence.

Far ald purpsses, school districts are classified as basic and integrated and
(subclasaified) by crganization into L-8; 9-12, and 1-12 grade types. Ao integrated
school district provides a better quality education (as judged by standards of teacher
qualification, eurriculum, and facilitvies) and receives more statutory atd. Y Three
basic factors determine school aid: (1) propecty valuation per pupll (the lower the
valuation, the more aid), (2} educational gquality, and {1} organization of the school
digtriet. The flrat of these is obviously intended to equalize, the second to promote

(Comtimaed} S77.70 while sne with the same tax or rent pald but with 52,000 income re-
ceives a smaller credie of $32.70. IF one pays 5300 in property tax or §1,200 [ annual
tent and earns 51,000, he receives a credit of $2013,30, while one with £3,000 {ncome oe-

ceives 543,50,
1/ Wisconsin Starutes, Secs. 40-67 through &0-71.
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educational standards, and the third to allow for differences in the cost of operating
elemegntary schools and high gchools.

Onder the equalization formula, each school district i8 guaranteéed & minimum

property valoation per resident pupil. The following schedule shows the guaranteed
waluation for wardious aid classifications.

TABLE 32.--GUARANTEED VALUATION SCHEDULE, 1965-1946

Guartantesd
Valuation
Classification Par Fupil
Basic
l1-8 524,500
9 - 12 55,000
Eor l = 12 24,500
Integrated
1 -8 28,500
9 = 12 12,000
Eor l=12 34, 000

Spurce: State Department of Public Inatroction,
Hodison, Wiscomsin.

As the first step in determining &id, the required minimem net per pupll cpera-
ting cost is set. This is thea divided by the guarantesd valuation to yield a millage
factor. The samount of aid is finally deternined by muleiplying this factor into the ax-
cess of guaranteed valuation over the measured per pupil valuation.Lf

In 1965-66, 93.7 percent of the pupils in adjusted daily membership (ADM) were
attending jntegracgd K or 1-12 grade districts. An additional 5.2 percent waere in inte-
grafed 1-8 or 9-12 grade districts, and the balance of 1.l percent was entolled in the
districts classified as bagic., This means that for most of the scheool districts the
guarantesd valuation per popil was 534,000, OFf the 18 Milwiukee school districte, as
mAOy a8 13 digericts had gqualified for school ald on the basis of per pupll waluation.

Under the Statute, a district exceeding the guaranteed valuation is entitled to
a flat aid according to the schedule shown below.

L/ If, for instance, the net operating cost per pupll is 5408 and the gusraotesd valua-
cion is §34,000, the required ocperating levy race would be equal co 408734 ,000 ar 12
milla. Mow, suppose 4 districe has $26,000 in valuation, the distrier could produce
526,000 x 12 (milis) or §312 of the amount needed, and the state would provide 58,000 x
12 (mille) or %96 per pupll.
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TABLE 33.==FLAT AID SCHEDILE

Ald Classification Elementary High
Baslc

K or 1-8 830

§u12 S0

K or 1-12 30 ErTy ]
Incegrated

K aor 1-B G2

g=12 55

K or 1-12 42 55

Source: State Department of Public Instruetion,
Hadisan, Wiscongin.

Because most of the school districts are in the Invegeated 1-12 grades, the flae aid
typlcally amounts to 3535 per pupll. Consldering that in 1965-66 the combined equalizing
and f£lat school ald for the entire urban area of Milwaukee averaged 3123.50 par pupll,
this flae figure of 555 seems quite generous espacially when (¢ £s extended to communi-
tiss that need it less.

Te examine the pattern of ald discribaction among types of municipalities we
present in Table 3 ehe per puplil and per capita school aids, The amounts paid to
school districes are ateributed directly or by adjustment {when a district and & munici-
pality are not coterminous) to mmicipalities.

TABLE 34,--MEAN AND MEDIAN PER PUPIL AND PER CAPITA SCHOOL ALDS
AMOHG TYPEE OF MUNICIPALITIES, 1%65-1%66

e Per Pupll Per Caplta

Mean Hedian Hean Median

Central city 3 67.6 3 67,6 $9.27 #9387

Balanced 12F.% a7 .5 20,32 16,99

Industrial 1087 L0&. 7 19.3F 19.37
RBesidential

High incoms 75,0 59.2 15.0& 140, 58

Hedium Lncoms 136. 5 123.4 27.88 23,63

Low focome 189.5% 06X 36.32 319,95

Urbhan area suburb 135,2 122.1 26.16 23.63

Source: BSes Table 28,

We note, first, that among residential suburbs thers is & significant agualie-
ing tendency. PFer pupll and per capita, the low income residential units greacly ex-
ceed the high and mediom income units. Thelr differences are greater when the median,
instead of the mean, values are compared. Surprisingly, howewver, school aid places the
central clity in the least favored cless. The per pupll ald received by the cantral city
was even lower than the mean per pupll aid for the high-income residential suburhe. The
disadvantage of the central city is more striking in terms of per capita aid. While the
equalizing pattern iz consistent among the residential groups, the per capita ald far
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the central city was barely one-fourth the amcunt received by the low income residential
suburbs and approximately one-thivd the amount Eor the mediuve inceme residencial suburks,
Why is it, one may wonder, that the central city, with the lowest per capita valuation,
fares so pooely le school aid?

Under the statute the per pupll valuation determines the aid within each aid
clagaificacion and che cencral city varied considerably from the others in demographic
characteristics., With respect to the latter, the ratie of population aged 1-19 to: the
total population for the cencral efty (Table 26} was 312.5 percent, in contrast to the
gsuburban average of &1.8 parcent. In the ratio of average daily attendance to popula-
tion aged L-19, furthermore, the central city was again the lowest {chough the variation
hare was small), attributable perhaps to their larger relative ghare of parochial pupils,
despouts, of both, Thess wers then fimally reflected in thelr low ratic of ADA to total
populaticom; the ceneral eiey's 13,7 percent varies greatly from the suburban average of
18.5 percent. Thus, although the central city ranked l&6th in per caplta valuation amomg
the 19 municipalities of Milwaukee County in 1%66, 1t ranked Sth in par pupll valuation
among the county's 18 school districts.

The relativaly high figures for the industrial vnits also would seesm strangs in
wiew of their high per capita valuations. The explanation here, justification aside, is
gimple, Utility propercies, with which they are well enpdowed, are not included in valu-
aticen for schosl aid purposes. These properties are assassed and caxed by the state,
remaining outside local control. WNearly two=thivds of the tazes collected, however, are
returned to the municipality. Thus, properties in this class represent a bonanes for
the latter.

The low ampunts of aid for the balanced suburbs may be explained by the rela-
cively high per capita waluation {attributable te their business properties) and the lew
ratlo of ADA to population (their 15.% percent was higher than the central cil:}r'l but
pubstantially lower than the suburban average ¢f 18.5 percent). The twe factors yleld
a high per pupll waluwaticn and Lo twen & low school afd.

Among suburbs, school aid exertes an equalizing fofluence, but in & capricious
wiay. The balanced units, for fnstamce, which are much poorer than even the cantral city,
compare wery onfaverably in school ald with the oedimm and low income residential units;
in terms of the median they are exceeded by all but the high income residential unies,
with which they fare about equally. From the central c:l.t}l'l paint of wview, school aid
is highly disequaliging.

Echool aid is a functicnal aid and its benefit perhaps may be measursd in per
pupll terms. Nevertheless, Lf rellevimg the local tax burdem L8 ultimately the objec-
cive, such relief oupght ©o be measured in per capita terms. EBven aside frem its capri-
clous natura, par caplta school ald {s only a relatively asderate tax rellever or aqual-
izer., The difference in school aid between the most favored low income residential
suburbe (538 per capita) and the high and medium income residential suburbs (315 and
%28 respectlively) is rather small im contrast to the veverse differences in other state
payments, notably in shared income taxes.

APPRATEAL OF SHARED TAXES, CREDITS, AND AIDS

Sh Taxes

Without challenglng the view that shared tases sreé 8 deviee for wtilizing the
state's superior taxing power, one may be critical of the present methods of sharing.
This criticism would center on the ratiopale of choosing 4 municipality's own effort or
oun resources as the basis for allocation.
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A community, be it an dndustrial enclave or a high income residential community,
which 15 a part of the larger incegrated area, can hardly establish ics positfion without
reference to the rest of the area. Ome may thus argue that various public sarvices pro=
vided in an wurban area are jointly needed and demanded and the financing of these sar=
vices must be dome jolotly also. 1f we reasen that tazes are colleceed for public ser-
vices, that the effects of such services often benefit more than one jurisdiction and
that, therefore, the public services in an wrban area must in large measure be supported
by joint effort, the shared taxes then should not be paid separately to Lndividoal mu-
nicipalitias but to & joint fund. Lacking metreopolitan govermmenc or & similar agency,
allocacion of these funds to the county (or counties) would ba a great ifmprovement. If
joint operation of functions of area=wide concern L& politically unfeasible at the
county {or multi-county) lewel, the funds in guestion may be allocated directly to tche
municipalieies, largely on the basis of population, as the simplest amd perhaps the best
available index of peed for public expenditures.

Because the aggregate amounts involved in shared taxes are large and the varia-
tion in payments among the munieipalities, great, other state transfers, with or without
apecific intent to reduce fntermuniclpal fiscal disparities, are of limited wvalue. The
mean per capita total shared taxes varied from 533 to 5175 among cypes of municipalicies
while among [ndividoal sunfcipalieies Lt varied more widely, from 531 to 5233, In con-
trast, under the school aid program, the mesn per capita aild waried within a narrower
range of 59 to 538 anong groups and $B to 565 mmong individual municipalities.

Table 35 shows the ratios of shared taxes to the property tax lewy for respecs
tive types of municipalities; the figures represent the required increases in the eax
levy which would be required bo replace the shared taxes {(for the present level of ax-
penditures). Thae ratlos are far greater for the industrial anmd high income residential
guburhe, signifying the greater vellef they receive from shared tawxes. Their 36.7 and
39,0 percent compares with the lower ratics ranging from 18.5 to 22.7 percent for other
groups of smnicipalities. Among individual municipalities, these ratios wvary far more
widely, from as Llow as 15.6 percent to as high as 136.6 percent.

TABLE 35.--SHABRED TAMES™ AS PERCENTAGE OF
FROPEETY TAX LEWVY

Ehared Taxzes
Mean Per Capiia Hean Fer Capita As Percent of

P"l:\uﬁl:r Tax Lavy Shatead Taxes Tax Lay
Central sity §Z1l 5 39,05 18, 5%
Balanced 234 48,10 20.5
Industrial 475 174,56 36T
Eesidential
High incoms 18T 106, ¥5 39.0
Hedium incoms 198 44, 59 20.3
Low income 148 33.10 2.2

*[acludes individual income tax, corporate income tax, aod wiilicy cax
shares.

##*Figures shown here are the mean of the patics of shared taxes to the
tax levy for individual municipalities acpd do not necessarily equal
the Figures derived by dividing the second column figures by the First.

Great fiscal disparities, we hawe already aoted, exist among cthe municipalities
af the Hilwaukee Metropolitan Area. We now obsgerve that the state's shared tax programs
significancly aggravate the situation.
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diEes

Froperty tax credit is given to practically all munlcipalities, but the poorest,
and the ones who need the most, get the least. The mean per capita credic of 511.70 for
low income municipalities, for inatance, Lis barely one-half the amount received by the
industrial and high income residential units. Among individual municipalities the varia-
tion is greater, ranging from $8.00 for a low income municipality to $3B.60 for a high
income municipality, As was pointed out earlier, the stock (personal property) tax
cradit offsets this to some extent.

Hew the rate of 14 mills was derived; as the minimmm rate co qu.a.lif:-' for eredit,
ig diffieult to fathem, But 1f the tax credit is oo ald those municlpalicies under a
fizcal strain, the full wvalue rate of 1&é mills can hardly be considered as the baginning
of distress. The central city levies the rate of 40.7 mills and there are many (48 many
a8 13 in 1968) sunicipalicfes Lm the urban area of Milwaukee which lewvy rates higher
than 30 mills. A minimuwns rate substantially higher than the existing level would previde
the tax credit where [t L8 neaded In & more generous amount.

Beyond 14 mills, it should be noted, each mill 4s worth more in credit the
higher the per capita waluation. This means that the incentive is greater for property-
rich municipalities to levy more and spend more with the expectabion Chat a part af tha
pxtra bill will be taken up by the tax credit. A& sufficiently higher minimim race 48
the basis of qualification for credit not only would enable more concentrated help but
would also minlmize the "“tr:uag_mu" in public expenditures which may be induced by
tax eredic.

Tae homescesd relief credit dafinicely has an equalizing effect, although it is
only a minor item {n the total pleture. It may be pointed out, however, that the credit
digcriminates against the poor homeowmer who Lives In & low value house. He recelves
little or mo credit becavuse the tax is negligible, and for him the rent provision Ls
irrelevant.

Evaluation of School Add

The most critical question regarding school aid concerns the use of the per
.ELH. valuation as the basis of determining need, rather than pET E!Eitl valuation.
Supposedly this measures a community's capacity to finance its school needs, However,
glmee the aid is meant to relleve the local tax burden, the capacity measure in this
context should be related to the overall fiscal pressure which 1ls a function of fiscal
resources and needs, IE the need is becter approximated by toral population than by
student population, the more relevant eriterifon of capacicy would be per capits rather
thao per pupll valuation. The difference between the bwo criteria iz evident in vilew
of the demographic differences among munlcipalities. The central city, for instamce,
i poor as indicated by per capita valwation or in per caplta income and less capable
of financing public services, school or momschool, bot because of the low ratie of
pupll to population its per pupdl valoation is brought up to a disproportionately
higher level, This, however, does noet change the fact thap the cemtral cicy 18 Einan=
clally morve handicapped than most other munlcipalitias.

Eince school aid is functional aid, the amount of ald must wary by the pumber
of pupils, but the student population ltself should not have any bearing in determining
the fiscal capability of the municipality In question. In other words, the criterion
for determining the ability to Einance should be distinguished from tha one determining
the amount of aid. When this is done, we will be able to gfliminate the capricicus fea-
ture In the school aid, The central cleky, we recall, receilved 5668 per pupll (59 per
caplca) , which compares wery unfavorably with the suborban average of 9135 per pupil
($26 per capita)., Per pupil valustion as the eriterion for determining the need is Aot

only conceptually indefensible, but the pattern of afd distribution it leads eo i a
difficult one to juscify.
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In the interest of more concentrated school ald, the present flat aild provision
might be eliminatad. Most reciplents of this aild do not need this smount, and for ches
it is nmot wery much of an aid anyway.

The distinction between basic and integraced laval, as an lncentive oo promote
quallty, may have contributed greatly to the eliminactlon of many one of Ewo coom echools
in the past, but the low stamlard set for the discinceiom (98,9 percent of ADM are in the
integrated districts ar present) achiewes hardly any purpsse now. Use of a more rigor-
cus standard with respack bo size and quality in aild classification might induce more
active faprovement in educatiomal qualities.=' Such a measgure might be incorporated
inte the scheme of school ald without fteelf confliceing with the purpose of equalizing.

Tverall Effect

All state transfer payments combined, the central clity recelved $98 per caplta.
This compares with the suburban average of $133. Over half of the 8 suburban munici-
palicies received 5112 or move in 1966, while only theee munlfcipalities receiwed less
than the central eity.2f

TABLE 36.--HEAN PER CAPITA TOTAL STATE THANSFER 'F..I.m'l.‘ﬂ,*
THELR PROPERTY VALUES EQUIVALEHT, RATIO OF TAX LEVY
AMOHG TYFES OF MUNICIPALITIES, 1966

All Transfers Froperty Transfers
Combined Values As Percent of
Amount  Index Equivalant lLax lavy
Central city 4 87.7 100.0 42 . 656 41 6%
Balanced 113.8 129 8 3,546 al. 2
Induserial 3146 358.9 9,531 hh. 2
Rasidential
High Locoms 161.4 184 .0 45 588 56.2
Medium income 103.8 118.4 3,145 32,54
Low income W4 103.1 B30 6l.1
Urban area suburh 132, 5% 1%51.1 4,013 57.3
Median 111. & 127.5 3,386

*Scate transfers include Iincome tax shares, uwtllity tax shares; prop-
arty tax epedits, school ald, higbway aidd, highway privilege tax, and
liquer tax share.

Source: See Table 28.

.1."' A recent study of high school costs suggests that school slze 12 significanely cor=
related with the per pupil cost, variation in qualicies caken ilnto account. When Che
scale economies are substantially sigmificant, a school ald formula which encourages
mergers of schools would deserve a more favorable conslderation, See Jobn Rlew, "Econ-

omies of Scale in High Schoeel ODperation,” Rgview of Economics and Scatistics, August,
1966,

2/ Outside the cemtral city, the total ranged from the lowest of 564 to the highest of
$339, third and first quarciles being $143 and 5112 zespectively.
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Ameng the suburban munficipalitles, the industrifal group tops all others with
their high per capita teceipt of 5315. This amount, which excesds their own cax lavy
af that vear, 1s eguivalent to 39,531 in property value.l' The corresponding value [or
the central cicy is $2,656, the lowesc of all grovwps of municipalities. These wvalues
représent property waluatfons which, tawed av the averags proparty tax rate for the en-
tire Milwaukes vrban area, woold have yielded amount® equal to chelr respective recelpts
from the stakbe.

The high income residential units, though Ear balow the industrial unlts,
greatly exceed the rest. Thedir per capita receipts of 5161 compare with the cencral
city's %88 and the low income residential wunite" 590. The balanced aod medium income
residential guburbe received 5113 and 5103 respectively.

The ratie of the state payments to the local tax lewy shown in Table 36 repre-
gents the reguived fncrease in tax levy necessary to replace the state transfer payments;
it shows how lmportant & tax relisver the combined amount of state payments 1s for the
respective Cypes of municipalicies., On thie score, the low income residential suburhs
fare well. Their figure of &8 percent is excecded only by the industrial suburbs. This
is largely due to the low tax lavy {reflecting in part their low waluation) and the high
school aid. The high income residencial wnits ar 58 percent rank third. The central
city fares mosc unfavorably at 52 pewcent; wnlike the low income residencial suburbs
ivs lewvy is high and the school aid low, and, uslike the high iscome residential suburbs,
frs shared ctax receipts are low. The balanced and medium fneceme resldential suburbs
both show figures considerably higher than the ceneral city's.2/

FEDERAL AID PROGRAMS

The main items receiving federal assistance are highways and urban development.
Educational aid co the handicapped and ald under the Macional Defense Education Act are
unimportant in amount.

Highways

The federal goveroment cutrently pays 90 percent of the cost of comstruction of
urban expressways. Thus far Milwvaukee County has constructed 27.6 miles of expressways
At a cost of 580 million to the county and nine times that amount to the federal govern-
ment.éf The state now (gince 1966) reimburses the county for their 10 percent share,
but the costs incurred in the past had been met by local property taxes levied for the
county's purposes. Censidering the road layouts, the change in land values, the
resldence-to-work discances, the expressways hegvily favor the guburb. While their
long-run sffect on central area businesses amd their property values remains to be seen,
the loss of taxable properties for the central eity is immediave and tangible. The im-
pact on mass transit, furthermore, S@ams dafinitely unfavorable to the central city
redldents; reduced off-peak hour use af buses, because of increased use of automobiles,
cends to increase operating costs (the fare was recently raised te 30 cents per ride)
and to mike the whole transit system less efficlent, especially with resgpect to secvice

1! Derived by dividiong total receipts by the average full walus rate for the entive
Hilwaukes weban gres=-=-the latcer being the total levy divided by the total full wvalue
for the areca.

2 Thay excesd the low-income residential unics in shared taxes but Cheir levies are
higher and achool aids lower.

3/ Citizens' Gowvermment Eesearch Bureaun, Wol. 55, Ho. 4, March 11, 1967, p. &.
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frequency, A detalled study of the distributional effect of the federal aid poliey im
this area is urgently needed.

Uchan Dewelopment

The Depattment of Houging and Urban Development, under Public Law 418, enablen
the city to offer dewelepers cleared land at a favorable price. Curreatly, the federal
government proavides twe-thivds of the met projest cosat, the rémaining one=-third being
borna by tha cicy.

dz of August 1967, approwimately 600 apartment un:l.l:?, mainly for middle income
Families, hawve baen bollt under the Juncae Village :Er.:lj.ncl:-l ﬂmplet_lnn of tha pra ek
subject to adjustment walts for greater occupancy (less than 75 percent of the complered
units are currently occupied), Inm addition, there will hawve been built 1,052 units for
the aldarly and 2554 wnice for low fncome large families by the eénd of the cuftent year,
Here [ederal assistance comes in the form of loan for consbruction and subsequent sub-
pidizing of the cost-rent differencial. The latter is notably egualizing, in inter-
munleipal ag well as intramunicipal sense.

It is not clear whether or neot the assistance given to the Juneau Village aparc-
ment project financially helps the central city; while new properties are added to the
tax roll, the residents also demand additional municipal services, Thae city ey lege on
balance under the present Cax structure, especially when a signilficant mmber of tenants
are drawn from outside the eity., Howewver, L In the long run Chese developments help
change the image of the central cley and improve ite efficiency ag the center of an ur-
ban econmmy, the fiscal gaing will be worth the costs.

SUMMARY AND ERECIHMHEHDATIONS

The present study reveals that there exist today real fiscal disparities among
the municlipalities of the Milwaukees Metropolitan Area. Taxes, [lscal resources, and ex-
panditures vary greatly batween the central clty and the suburh, as well as among the
suburban munficipalitiesa.

The tax rate disparity between the central eity and the seuburb has fnereased
glgni Ficantly doring the sixties. Among the suburban municipalities the variation in
tax rate has shown a mild increase. In property valwvation alsa, the central city-suburh
disparlity has increased somevhat during the past several years, while among the suburban
mmiclipalities the varfation remained largely stable. In per capita income, disparities
have lncreased betwean the cantral city amd the subark as well as ameng the suburba. Al-
though seome lesgening of dispavicies in school expenditures 1s acted, no siallar evidence
is indicated in nonschool expenditures.

The case of the central city deserves a special meption. Of all the ounicipali=
ties, the central city lewvies by far the highest rate in property tax, and it ranke the
lowest in per capita valwatlon and in family income. In achoal expenditores, per pupil

1/ The East Side "A" Urban Renewal Project covers B4 acres of land of which 23 acres
will be developed for eesidential, 15 acres for noonresidentlal, and the vest for screets
and alleys. The total nec project cost is estimated at $12.5 millfon of which the fed-
eral goverrment and the ciey respectively ghare 8.3 milldon and 55.1 million. Addi-
tional federal grants of $667,000 are provided for relocation of perscnols and busi-
nesses. The two major redevelopments im the project are the Jupeao Village Apartment
and Ehopping Complex and a new building Ffor the Hilwaukee School of Engineering.



ar per capita, the central city is the lowest, while in aoaschool expenditures it ranks
the third highest afeer the industrial and high income residential suburba.

Superimposed on these patterns and trecds in disparicies, the astate tramsfer
payments agaravate the sitwation. Our analysis points to these observations: I:"L} the
ghared incoms and wtility tazes, which cemprise nearly ona-half the total state trans-
fers {to munlelpalicies and school districts of the Milwaukes wrban area), are exceed-
ingly I rable h nicl E  and (2) school aid, supposedly the most equal-
izing of all State payments, is capricious Im Chat it fails o accommodate che neediest
{the central city=-the pootest by mosl messurés--recelves the least in school ald) and
that other variocus payments under tax credits and aids are ingignificant im slze, thinly
spread, and often disequalizing in their pattern of distributien, The combined Lnfiu-
ences of the State shared taxes, tax credits, and aids greatly contribute bo che increase

in fisecal disparitics among the Milwaukee area municipalities.

Recommended Scate Action

Improye disteibub of tay money.==If we reagon that taxes arve for public serp-
vices, and that in largs measure the public services in an urban area mudt be sSupported
by jodnt effort, the shared taxes in primciple ought to be paid oot to individeal mua-
nicipalities but ta a jolnt fund. PFolitical integrationm or functional coocrdination fall-
ing; a more rational and equitable allocation of shared taxes would require replacing
the present distribucion fermula with one relating more to the populatieon basis.

Uge ahility co pay as the criterion for education ald.=--&n aspect of school
aid requiring an urgent cemedy L8 the use of per pupil walvation in the ald formula.
Since it i& a functional aid, che pavment may vary by the number of pupils, but the wes
of per pupil instead of per capita wvaluation as the basis of determining fiscal capa-
bility leads to a perverse pattern of aid discribution, especially involving the central
city {ard to a lesser degree the balanced communities) for which tha ratic of pupil to
population has been markedly low. The eriterion determining abilicy co support achools
should be distinguished from the ome determining the need En a given avea of public
sarvice,

Coordinate State aid to locglities.-=Scare transfer payments, as they exist to-

da:.-. are go compléx in tdumber and mechaniem that their overall appralsal is “caadinglf
diffienle., Elected officials should formulate clear objectives, and mowe from the
present patchwork approach to a more simplified and coprdinated program, In wiew of tche
heavy invelvenent of the State with local governments in Wiscomsin, the State shouwld ser
up an agency dealing wholly wicth the problems of wrban affaira.

Give more aid for “spillower" functions.--The central eity needs a falrer deal

from the State in shared taxes and glds, 1t oeeds more active State and Federzl help
with those public functions whese benefits spill over eity boundaries, such as health
and welfare, highway, and educacien, Some may argue that a mere change in the alloca-
tion formala for State money translers would sot help ehe central city much, since it
already recaives the bulk of this aid, But the very presence of the privileged suburbs
next to, but separate from, the ill-=fated central ity tends to perpetuate and aggra-
vate the problems caused by povernmental splintering im a metropolitan area.

d ig 1 Action

While the present analysis of Ciscal disparities involves comparisons among all
funicipalities of the wrban Milwaukes area, the more Inportant disparities exist between
the central city and the suburb. The problems of the centeal city fovelwe nob anly
e@quity but ite actual fiscal solvency. Serlous as the present sitwation i8, che central
city is expected to confromt an even greater fiscal strain, perhaps reaching a level of
crisis, within a decads (see Appendiz A).
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Eeduce property tax.==The property tax, the author fesls, is already ovarused.
The tax 1l too high, absolutely and relatiwvely. & high property tax seriously hinders
houging development and other construckion actiwvities in the central city and helps bo
splinter goverpment in the metropolitan area. The tax rate must not rise above cha
present level, It must be reduced and reduced substantially.

Reform tax stpucture.=--Hunizipal charges amd fees may be raised to augment the
ravanue, but the prospect here is limited {see Appemliz A), In addition o execting
every effort to attaln more active assiscance from the State and the Federal pgovernment,
the city must seek fts owm way out. The only promising lemg run solution for the central
city seems Eo lie in tax reform. Use of nonproperty tawes, especlally a city income
tax; coupled with a genercus tax credit by higher levels of govermnment, is particularly
desirable. The legislative obstacles are obvious, but the stake involwed is great.

lop & ntral busi a.--Frimarily nomfiscal measures may alaso
halp solve the fiscal problems of the centval city, Urban redeveloprent in the central
huginess area amd the wicinify, carefully plannad and executed, offers preat potential
for the city's vevival as the center of the urban econcmy, Buslnesses in the cenkral
ares are becoming increasingly specialized, which means less competition from the outly-
ing shopping ceénters. The central business districk today ig mere predominantly involwved
with Financial and insurance establishments, government agencies, corporation head of-
fices, hotels, theaters, and trades in variows other speclalized goods and services,

Improve mass Eransit.--fn intelligent mass transit program, as part of a grand
plan for the central area, would improve the area’s eificiency as the business center
and as the rallying peint for the metropolitan avea. As a metropolis grows in arvea and
population, the demand for specialized businesses and accivities rises. Improvement in
mass tramsit will halp the cemtral area to capture cthis rising demand and will alss open
up scores of new posslbilities,

Imprawve Che ﬂblif gehoalg.~=-The flight of middle income residents o the sub-
urks has been the main cause of deterioration of the tax base, the image, and the morale
of the city. Lowering the property tax and inproving the gquality of public schools are
measures which will lassan this excdus., New taxes, whose bases granscend city boundarps-
igs, are urgently needed co bring this Ifmprovement about,

L] * ¥ L] a

To sumemarize: tax reform, accompanied by intelligent and courageous urban de-
“1¢pmgm_ programs to improva the central arca's gsfficiency ag the urban center; improve-
ment of nass transit {and & more cautious approach to expressway projects); and serious
efforts to improve public services, especially educarcion, seem to be the most imporcant
elements of a @olution ko the grave fiscal problems soon to face the cemtral city.

These measures are complementary., More efficient business areas In the central cicy asg-
sure greater success for tax reform, while tax veform, carefully planned, would being
about many improvements in the central city.

Whan the central clty succeeds in achieving a happy figcal balance, perhaps the
most important ground for metropolitan splintering dissipaces. It {2 for this resson
also that the elimination of the ills of fnequity and inefflclemcy fmvolving an entcive
metropolitan area can be greatly facilitated by o morve concentrated effort to solve che
problems of the central clty.
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AFPENDIX A

Based on simple extrapolations from the 1960 and 1966 figures, nonschool clty
expenditures are expected to reach 5322 per capita by 1975 and school expenditures §141
per caplta, glving a total of 5473 per capita for all purposes. Homschool clty expendl-
tures inelude cocal disbursements made by the city for general purposes, the cxcess of
disbursements over receipts in public encerprises (maialy water plant}, and the city
shate of county crpenditures (respectively 5128.7 milliem, 55.6 million, and 5B4.4 mil-
iion for 1966), The total expenditures are then divided by population for per capita
axpendicures. School expenditures include operating and nencperating disbursements for
the school district, which 15 coterminous with the cigy.

Az for revenues, the property tax levy of $223 was projected for 1975 under the
assumption that the eax rvaee (full walue)} will freeze at the present rate of 40.7 =mills
(property tax in Wisconain comprises 99.9 percent of the total local tax revemues of the
state), With respect to the scate transfers, the same mechanical projecticms were made
for all but the propetty eax credits; the latter were enacted in 1961, This yialds the
projected total state Eransfer payments (including che city shares of che county Te-
celpes) of $142. The total projected city revenue for 19?5, fncluding cthe montax local
reverues (speclal aspessments, charges, fees, etc.), is thus 5501 per capita.

This leaves a deficic of 72 per caplta. If cthe property tax is to £ill the
gap, the full value rate will hawve to rise by 13,14 mills. (The equalized per caplta
valuation projected for 197% is 55,478.) In concrast, Wamwetosa, representing the median
in family fncome among the medium [ncome subutbs, whese current cace 18 26,3 mills, faces
an increase of 8.1 mills in property tax.

In view of the present high rate in the elty of Milwaukes and the lower rates
for the suburba (the cicy's 40.7 mill rate for 1966 compared with the mean and median
ratlos of 28.46 and 26.1 mills for the suburbs), the increase in the city's property tax
of this magnitude probably will be an extremaly difficulc proposition. It should be
noted that the recencly emacted property tax crvedics do provide some relief on local
property taxes. Im 1966, for Instance, the cicy received $24.1 millien under the credita
witich reduced the effective tax rate to 3.9 mills, That the tax race could have gone up
Lo the present lewvel of 0.7 mills may be attributable in part to the tax credic. This
celief of 5.8 (60.7-34,9) mills represents 21.7 percent of the tax rate above 1& mills co
which the credit applies.

Thus, provided that the state fund for the property tax credits rises to maln-
tain the present lewel of relief (relative to the lecal rates), an effective rise in the
tax rate with the 131.1 mill increase will be 10.3 milla. wWwWith the lacter, che total ef-
fective rate after the rise will be 45.2 (= 3. % + 10,3} mills.

Tt is difTicult to judge whether & city has now approached a critical point
where a4 further increase in rate s detrimental either becduse of the resident opposi-
tipn or ecomomic effects so unfavorable to the city that it will in due time worsen tha
ci:y‘s liscal balanee. Relevant considerations here are: services offered by the clity,
honesty in the city hall, other payments, and, perhaps most significantly, the race dif-
ferentials between the city and the suburhs,

If we were to £i11 the projected flscal dafieit for the cemtral city with an in=
come tax using the state AGL as its tax base, levied only on che resident, the rate will
have to be 2,5% percent. If the cax is levied on all imcomes earned in the city, the
same gap of 772 million cam be £illed by an income tax of 2.30 percent. For estimation
of the tax base in the latter case, the adjusced gross incomes earmed in the entire urban
arca wis gpportiomed beétween the central city and the suburbk by chelr relative shares of
business properties (mercantile, manufackuring, and utility} with the assumption chat
eamings-capital ratis are equal for all properties within the wrban area. Thess are
high rates for a local income tex. Competitive disadwantages accompanying such a tax can
be lessened by & generous tax credit by higher levals of government.
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FISCAL PROJECTIONS FOR 1975,
CITY OF MILHAUEEE
{Fer Capita Values in Dollars)

LA 1966 1975
Expandl tures
Hnn#ducnti 2l 274 332
Edycation= _1 _4a 141
Total 114 377 [¥E]
Reyenues
Taxes 162 211 223!
Fedaral and i te Trangfers k] 111 lnﬂuzl'|I
Nontax LogalZ’ Revemss _2b 30 36
Total 2al 352 &l
ErchrtE Tax Basc
Asgessed Value 2,654 2856 3,206
Full Value 5,078 5,236 5478
Perscnal Locome Z 586 2,923 3,&&&2’
Fopulation 741,324 783 7588/ g40, 9508/

lf For academiec wears 195%9=-60 and 1965=-86 respectively.
2/ This figure does not correspond to the mechanical projection Erom the 1960 and 1944

figures beeause the property tax credits enacted in 1961 are included only in the
1966 Eigures.

3/ Assuming the present full value rate of 40.7 mills to freeze.

ﬁf Ioelude special assessments, licenses, permits, departmental earnings, interests,
and TtenkEs.

2/ Adjusted gross incomes for the state income tax purpose were used as the basis of
estimation. In 196%, the ratle of the adjusted gross Lneome fo personal L[ocoms
({the census definition) was .BL67.

Ef Basad on the South East Wisconsinm Planning Commission's populacion projections for
1970 and 1980.
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KFTERT'LE B
TAELE E-l.--POPULETION, MUNECTIFALITIES OF SHEA OF HILHADEEE, 1950, 1560, ASD ESTTHATES FO& 1%63-1970

Canguz
FeF el
Urbas Ares of Tacceass ERHPC T
M Teauken 1950 2960 1550- 1960 iiig !'!EE EOEE ﬂig
He Iwauies c 37 303 Tl 3k LG, 3% TS 0D 1Ia.072 a1, TN B 500
Cudaky E 1x,1B2 17,975 4746 30, 10D 250 20, TAD FL 600
Alerdale 3 T,517 12,900 13,700 b4 100 L5700
21, Francla e 10,065 15,000 B, 255 11,853 L4500
Wast Allis © &F,957 4,157 W, T 71,300 P, 84 .0 17,100
Bukler W 1,047 1.,27% 117.2 1] L] 2,543 2,600
Dak Creek [ & 807 93T 5.0 LE, 00D L2 JBES 13 .50 16,900
Waat Mllwaukes & 5,420 5,043 2.1 4,800 5078 31437 £ 600
Bayside v 1,181 1,500 1,700 1,800 4,200
Fox Fodint ¥ L] A5 1810 A.5M0 1,584 3,67 &,800
Bivier HilLs ¥ SaT 1.,25% LT L,108 L2014 L2714 1,500
Shorewood ¥ 16,199 15,980 -L.3% 13,300 15,558 15,36) 15,500
Khicefish Bay v 1% 563 12,350 15,1 12,200 12,314 12,371 1B,600
Elx Grove ¥ L1 & .10 &, hk] & 613 ¥, 300
Wasstosi o 33,328 56,923 1.8 &0, 200 EL,40D &2,000 £ 500
Brovn Deer v 11,280 9,500 10, T 10,430 1k 0
Oreesdale ¥ 2,752 £ 843 158.7 5,800 3,858 4,887 10,000
Hales Cormare v L &,3M [ ] &, BBT T 200
Brookiicld o 17,812 25,000 EL,OTT Iy, 958 31,900
Megzon € &, 064 £,343 110,32 10,000 12,056 13,088 17,200
Thiesavillis ¥ a7 k507 im.5 T ,200 T.G7E b T ] 3,000
Franklin 5 5,546 10,2040 1593 11,000 11,7&2 11,11% 13,600
Orepsficld o 17,836 25,300 Y % TR =0
South Mllwaukes o 12,453 20,307 L 1,000 71,856 24,284 B,
Hod Barlis E 5,335 15,786 1.0 18,600 Eihy Y EL:21¥ 5,500
Waukesha 2 21,133 30,006 513 14,300 15,354 15 BES 38,000
Lannen v LT 1,084 147,59 1,100 1,100 L.100 1,100
Menomotiee Falls « 2,460 18,206 &40 15 00 7 A0 M &00 13 0D
Cadarburg 4 Z,A10 3.191 5,7 L ] E.BER LI E.900
SFEA Outaids
Tibam Acma

Hoikagoh € 4,157 #.BED 113.8 U, 103 11,614 12,.kn 15,500
Delafleld c ECLS 3 ,&00 3,714 2,871 1,500
{osannoeac £ PR LE ] A hET 2.5 T 203 7504 7671 ;300
Bz Berd T GED K] (.7 ROG (15 o [.108
Chenagas w 2rn 55 6.5 505 T {2 u] §,200
Tiraeman ¥ KF2 410 2.3 &0D £55 LBy GO0
B la L Gin BH0 13.5 T T TR 700
HertLlawd L L,1%0 7 .08E [7.5 2100 2,105 2,108 2,100
Lac Lo Belle w 174 218 i5.% 03 W ) 300
Hetton v il =0y I1.% 505 S0 00 S0
v 1,207 E.BTT 15.5 (11 ] 1.8 2.0 21,200
Hashorah L L F i e i v i 4] 00
Horth Frairie v 424 LES 1.5 00 L35 543 BD0D
Opennesess Lake » &4 L0600 ey i B0
Pewaukes w L7582 FR - L3.% 2,600 2 B 7,684 1,800
FolaEN ¥ BT 1 087 LG.D L A0 1 A5 1 A 1,600
Hulaz w 37 354 5.9 &0 &40 &0 L0
Erookfizld £ !y ER 1,950 3400 3 D 1,700 4,100
Delafieid L ] 2.673 3002 3,084 3,108 3,300
Eagle t 7 1.103 L1.% L 3 1,500 1,200 1.200
Cenaues t 1 Bl 2 ,E13 L5.% b ] 2,25 2,08 2,500

Lishon E E=332 2.:B8F LA.& 3,103 3.043 3.3 a
Herton L 1,204 an 134 ) 3,35 =Y 3.500
Hulianig o r [.269 L5149 L2ad L sk 1,85 1 1,500
drannmewn L 3,343 & Ay 13.% G B ﬁ:':#i ﬁ:ﬂg 1:1&0
DELoun k T L.0E2 L&.3 1,203 1 100 1,100 1,100
Fauwckan L 5,493 .17 10,4 L) - 72 7.0
Sigmmd & 2,871 1,472 115 3,500 5,538 5,843 Ep
Varmen E 1 A6 2,m7 11.9 22 2,300 2,000 2.000
Haukesha L] 2,108 3,540 168 L i 918 5.371 7300

o= pfey; ¥ = ¥lllaga) L = Eown.

*The todm of Muskego was Incorporabed ss a8 clsy [n 1884,

Fource: The Burédd &f the Cendusi $ourth Eastern Hlescknsin Plicning Commissdon. The SEWIC obimfned the D903 setioated
popzlation Erom their origin sod destitetion trevel sutveys. The 1985 amd 1566 populatlons wero locerpolated
from the 1981 lewel amd ohe SEWNFC estimete oF 1970 populatlon Fdsed upin the developmsst of ssch civil divisdon
In aceredance with the sbiged land vae patiern propossd in the adopiesd Regloval Lasd Tae Flan, .
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TABLE E-2.--FULL-VALTY PFLWELTY TAX RATES, MIRTCIPALITIES
OF 5HBA OF HILWADKEE, 1984, 1963, 1960, 1%57,. 1991
[(Pir rhoumesd §)

Txhsn Area of

Hibwchan L4 1953 ai0 1t 1851
HE lusake e @ L0 T 16. 9% LT - 7.5 Y.L
Tudahy @ an.n 28.& FI ] 1.8 2.1
Glendalae -] h_1 2.7 9.4 1A% 1%.4
£, Franods © 5.3 3.5 9.3 5.5 21_F
Maat pllim L] J1.a 12,3 2.4 FE 1.1
Batler ] 2&.3 16.3 iL.7 il 1749
Dak Crase 0 )@ 23.1 216 BE.T 18.3
Blaae Hilwinkes « k5.6 6.5 0, F 17.8 15.1
Bayeide v 30.8 28.8 25.% 21.1 Bedy
Fox Foint v .1 0.1 .3 ff W 1 1.2
Eiver Hills v 8.7 25.32 FI'N ] .o 1B.1
Bhorewood ¥ .49 io.k 7.7 5.2 5.7
Whitelieh Bay T .7 28.1 5.5 31 1.8
Elx Giova ¥ 11.2 .0 .4 1.1 ...
WA T o 0 .3 B6. 1 23.% .3 12,3
Browa Dear ¥ 3.1 .17 275 3.7
Gresadale v 12.1 §.l 264 17.6 .0
Hul#a Cornare 7 11.5% 3.8 284 3 1.1
Broakfiald e 4.0 I48.2 I 9.6 o.8.
Hequon 1 23.% 0.9 19.3 6,3 12,9
Thiknswille W 5.1 . 259 17.6 14,9
Fraok]lfa < M.l 1.4 5.2 .7 8.1
Ceeenfield LS 3l.% .7 LR ] FIT | 13,1
Soath Milwmukes o 12.3 33,9 8.2 2.8 %1
Hiw Berclin & 2.2 2.9 7.4 19,7 15,8
ke b < 7.4 7.8 2.7 L] 2.8
Lisnon L 25.7 .7 15.9 [5.3 2.3
Meanmosse Falle w 21.% 1.8 0.9 19.5 19.%
Cadarburg < 247 T, 3 0.4 .7 13.7
EHEA Cuataidn

rbia aeed

Faake o € ] 7%.3 Ir.? ar.1 L. 1
Delafizld L 2hed 1z.8 5.2 nak. Rl
QponmEsvac c 1.z 9.4 7.1 1.3 1.1
Blg Bend ¥ ii.a L, 3 .1 23.& 130
Chanegua b 0.4 19.8 141 L7.4 11.7
Tiousmdn W 31.4 H.E 6.6 Y 17.5%
Eigle Y 9.3 =N 15.9 0.8 16.2
Hartle=d W 151 1.3 Al 274 20.&
Lise L& Bielle W 194 e 1 23.13 1.7 a.4
Herron L 2h.1 IL.K 1.9 27.7 12
mokiopagn Ll 33.3 .7 BT 23.% 1H.4
Saahacah - 21.E 1%.8 178 Bom- n.a
motth Fraicie w 8.9 ¥ B 257 23.% 13.%
Oeanomcwar Lake w 21.5 IR 1%.2 n.m. .
Frwauuss v 1.8 FL ET.A %1 1.&
fmamerx W 269 8.3 LY 214 19.%
Eales L 25:3 M, 7 3.7 19.2 16,0
BronkfLald it b i s ] 1.8 230.5 17.7 &2
Delafield T 25.3 2.4 3.3 1.7 L. B
Esgle t 1.3 255 0.9 21.0 173
Gonmeaw t 197 1.6 1%.7 15.7 13.4
Liahon T 27-% P .3 71.% 18.&
Marcton t 2.0 A 2.6 2E.% 16.3
B kunrago S b | N3 4.0 19 % 14 %
Gt anomiot Tt 23.1 1%.0 & 17k 15.48
Ot [ 2.y 2.0 k.0 1.2 1.8
Pea ulioe e L4 iI.8 1.5 1%.7 18.1 165
S b t 2hd 1.9 1%.3 1L.0 1.7
TETOON L3 27-1 L% ] 4.5 20.4 16,7
Hinkesha t 19.% L, T i4.A 13.% 11-1

n-a. = Dats not avsdlabla.
c®mpity; w & willage) & = bosm.

Bcurce: Gity Taxes, Village Taees ard Town Temes. Town cemes ave Biepadal apd the taces for Wamkeshs coess (for 1988
ard 190} wers competad from Coosty Clerk™s Abatract of Asdemecmnts and Tacos.
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TABLE B-3.--LAND AREA IH SQUARE MILES, POPULATION AND FPROFERTY WALUATIOHN
IN SQUARE MILES, HINICIFALITIES OF URBAN AREA OF MELWAUKEE, 13966

Fapulation Fropaety
Urbar Arga of Square Miles Per Value Per
M Iniaukms of Land Area Square Mile Sguare Mile
Hilwaukes [ 91.1 B, BO3 847,189
Cudahy e L 4,301 16 B89
Glendale & 5.5 2, 5h4 37 446
Bt. Fréncia & I.9 L,10% 18,624
West Allis o 11.4 T 50,116
Butler w w1 1,483 35,233
Dak Creck & 29.2 463 &, 780
Heat Hilwdukee = 1.2 4 ZBS 135,092
Bayside ] 2.3 1,658 18,738
Fox Falnt w g 3,082 31,514
River Hilla ¥ L 27 4,322
Eharewsad W L.& 9 616 69 963
Vhitefish Bay v 2.3 8,151 &4 ,226
Elm Grove ] 3.5 1,889 1,911
Wameotoss [ 13.1 4,733 0,821
Brown Deer v 8.5 1,355 B, 0E0
Breendale W 5.5 1,798 11,670
Hales Cornerd v 3.0 2,239 15,741
Brookfield ] 26 .0 1,095 &,359
Hequon c &5, 0 284 1.976
Thiensville v 1.4 bk 2,733
Franklin [ 3, B 350 1,676
Greenfield c 13.6 1,79 B, 347
Bouth Milwsukes o 4.8 5,05% Xy AT7
Wew Berlin £ k[ 58% 3,450
Wauke=ha c 5.8 6,187 &2 265
Lanmoe v z.9 179 1,908
Maapmopee Falls v 1.4 B&1 5,714
Cadarbury [ 1.0 3,021 1 408
Hean = Hean -
Mean - Fopulation Froperty
Lansd Aresa Per Value Per
Square Miles Square Hile Mediam Sguare Mile Median
Ceneral City 91.1 B 603 B, 605 547,189 47,189
Balanced 5.1 &, 213 4,013 35,635 36 8549
Induscrial 15.2 2,3m% 2,A7% 71,934 71,938
Reaidantial
High income 3.0 &4, 136 1 486 3L, 25,126
Mediwn incoms 14,7 1,587 1, 7To8 15,628 11,600
Lo [ s 1E. & 2,281 1,330 14,081 7,031
Urban ares subarh 2,356 2 llady 26,245 18,738

g™ gityi v = willage; © = town.

Spurce: For menicipalfvies larger than 5,000 in populatiosn (all cities and seme villages larger
chan 35,0000, the sgquare mileage figurcs were obtafined from Municipal Yesr Boaok, 1961
{pp. BS-140), Geo. Div., V.5, Buress of Consua. For other smaller incorporated munioi-
palities, polar plamlsecer was wused In measuring square mileage from 12 inch county
mapa, Scace Highway Comselasalon, Hadisen, Wiscemain.
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TABLE B=4,--HMEA¥ FER CAPITA OFERATING EXFENDITURES BY MAJOR FURCTIONS
AMONG TYFES OF HUNICIFALITIES, URBAN AREA OF MILWAUKEE, 1560

General Health and
overnaank Falice ira Sgnitation Highway Becreation ota Index
Central city 5 B.55 S17.17 F 9.90 814,27 517.68 51.63 5 T0.40 104.0
Balancad 10,58 B.55 #.01 10.92 1%.43 L.932 59.41 84 .4
Induscrial 14.71 25.55 26 .68 17.58 31.11 1.52 120,17 1707
Residencial
Bigh incoma 14,65 23.48 L 13.48 23 BB 2,60 84,84 120.6
Medium income 4,58 5.60 3.04 i, 62 19.12 1.08 44.48 63,2
Low incoma 1.31 4. 10 b, M &, e 13.72 .20 6.7 52,2
Urban ares suburth 11.13 10,88 L 9. 10 19,30 1.87 59,02 3.8
Madian 8,93 B.32 3. 93 8,99 17,84 1,29 50,41 1.9



Figcal Disparities imn the
HOUSTON, TEXAS
Metropolitan Ares

Excerplas from a4 Repsrt by
Wendell Bedichek
Lémar State College, Beaumont

Central Dutside
—liior Fiscal Dispapities, 1963 ___  _City =~ Central Clity
Per capita State and Federal aid 5 35 5 76
Fer capita revepue from taxes 114 132
Per gapita educatiomal cxpanditure 62 164
Per caplta noneducational expenditure 125 T
Total estimated population, 196& {chousands] 1,100 R

Howoston is one of the few large central cities that has i.np-rwe.d
ics figeal situation relacive to its outskirts, The ease of Annexation
permitted under SEdfe law is undoubtedly largely respenslble. There is a
great dedl of undeveloped land in the Houston SHSA and 4 great deal within
Houston's own borders. In recent years, In fact, annexation has proved to
be 4 mixed blessing, as the areas taken in have required expensive services
that more than offset the revenue they added to the clty Cressury.
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« +« « In the wsual metrvopolitan situation, a large central city 1s related to
pumerous Suburbs of fairly large population and wealth compared o the cencral eilty
which they hem im. Here, however, & large central city 12 sortounded by mmeroos small
suburbs of varying charscteristics and some small cutlying clties. There i a great
deal of undeveloped land in this 5M838, amd Housten itself has 70 of its 447 square miles
vacant. Ho throughout cthis repore the uwsuwal picture of a pootr, stagnating central ciey
does not necessarily hold trwe, In many instances, although net all, the opposite is
Ebue.

However, the propecty tax sitwvation throughout the centfal county, Lneluding
Houston, is rapidly becoming critical. The past two year#8 have geen real pressube ex-
arted on this tax far the first time. Property taxes on Houston homes have tigen 43.68
percent in ten wears and 20 percent in the last two wears alone {l?ﬁﬁrlﬂﬁ?}. Debt der-
vice has almost doubled in tem years; the percencage char debt service makes up of total
egpendi tures has risen from 26.9 percent to 29.6 percent in ten wears; per capica debt
has gone from 160 ve 5213, The consumer price index has risen 12.1 percent,

Konpraoperty tax sourcesd are befng exploced furiouwsly. A ditvect veaction to ths
increafding propefty tax loads is now occutting in Houston. The present city budger is
cut b the bone, with more money needed in particular for public safery. The city
council almoet passed an increase in the assessment ratio from &0 to 50 percent but
found public reaction so wiolent that they backed ofE.

4 proposal was made at the same time to annex che Houston ship channel, This
area, 1l miles long and 2,500 feer wide on either side, contains Bl industries wich a
daily payrell of 51 millton and assessed walue of 5317 ,53%,000. It pays oo city Caxes,
but does pay small county, school and atate taxes, LTE annexed by the eity, it would
bring in 56,350,780 in rtevenue and cost 52,442,371 in expendicures,. The city now pro-
videg a few Services. & one-time capltal investment of 53,026,371 would be Tegquired.
Freggures on both sides are strong, as can be imagined, and the cicy appears to ba mov-
ing toward the creation of an industrial district under stace law instead of pure annax-
ation, At the least, the cicy will ask for In-lieu pavments of abouwt $1.5-52.0 milliom,
say cley administrators.

What this means L8 that Houstom has "gotten by" for a long time without the
properiy tax fenslons Found in many ather places. Income, wealth, speclal discrice
creation, and borrowing bawe made the situation fairly toletable uncil this yeatr, How,
howevar , the pressure L2 on. The sales tax will pass only if direccly tied to fire amnd
police salaries. The police department, with 1,729 man, needs 1,300 more; the fire de-
partment, with 1,386, oeeds 800 more, The consensus of Howstom officials is that furure
propecty tax chapges will come about only if directly tied to secvice improvenmsnts, es-
pecially dn public safety and cvime abatement, traffic control, and water and air pallu-
tion controk.

Let ug now take wp annexation. This is;, of course, a magter of state law, buc
ite uee if locally directed. Texas is cited as an example, indeed the leader, of 1lib-
eral annexation procedures. How has annexation affected wrban problemz and central
city-Auburb disparities? The following table shows wividly the differences between the
Houwsten ¢f teday and what Houston would leck like under ics 1949 area. Houston's popu-
lation dengity is less now cthan it was in 1950 and 1964 and its area has increased from
160 square miles im 1950 to 447 now. The basic difference lles in the popularien. That
if, Houston would have a2 third of che people it has now, fewer whites, fewer hipgh
sghool-=college graduates, less income and more density were it not for aopexation.

Indeed, Texas SHAA's ave far different £rom the natisnal averages, having fewer
governments and more ¢enbral cicy WP".LLE‘-L':FH-
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Houscon HousEon 1967
Actusl 1967 Under 1949 Ares

Population (thousamds) 1,200 423
Hhices Th.E% 6%, 5%
Percent of population 25 and over

Less than high school 33.8 40,7

High school graduates 45,2 8.1

College graduntes 10,4 B.3
Median family incéms 5,902 &858

Percent of families with=-

Incoma uwnder 53,000 8.7 346

Income ower 510,000 17.5 12.%
Square miles 447 160
Density 2,700 7,500

Soutce: Houston Clty Planning Department; Texas Eesearch League.

However, Houston has not annexad everything £t could., At least in the past it
has kept some very poor areas cutelde ifte jurisdietion. For example, 10,6H pesple,
aost poor and mostly minoricies, live just outside the city in the Acres Homed area.

A58 the fame implies, it was a Bubdivisien which turned into a 8luom. MecWair 18 another
gimilar region. A few Such areas have been taken in, suwch as Settegast, but othet
pockets of Semirural, largely Hegro population lie just outgide the city. TFrobably
thiese arcas will be brooght in before the decade 18 ouwt. Indeed, Hoostom aften finde
itself supplving emergency water and fire service for them. Houston can contral up to
five miles outside its limics for cercain purposes.

But io splte of the facc chat the overall population in the central cicy is of
higher secioeconomic status than woold be the case if not for annexacion processes, the
central city's situation 48 nat all casy. In 1956, for edample, a large annexakion
meant that 27 water districts were brought into the clty ad well as 60 private ueili-
tlies. The city assumed $39 million debt for these districts and paid $10 million for
the utilities. Improvements to bring them up to standard were costly, and the cikby tax
department estimates that these addicions mean 8 defleit of £1.5 billion anowally to the
eity.

Mavor Welch observes char, uwntil this decade, annexation helped Houscon. He
now says that Lt i3 begioning to work the other way. He feels that bringing residentlal,
middie class areas into che cicy hures the clty Linancially, becausa thair relacively
low bax yield does not stack up well against the additfomal public costs dnvelved. In
other words, the City of Housten is in s strange position compared o many other Areas-=
the formation of small jurisdictions is not as alamming. A3 & corellary, uningorporatad
araas hava not rushad to become cities, preferrimg a policy of hopeful waiting until the
large cicy takes chem in. 5o annexation {5 & mixed blessing--it has meant more people--
and more higher scatus people-=-than many central cities, but also more costs.

Remedigl AcCions

Essantial to any selutlion of urban problems and improvements in disparities in
this ragion is M action. As recommended by political scientists; economiste,
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soriologiets, and such organizations as the Texas REessparch League, much can and must be
dome by the legislature. A simple catalog will suffice, bacapse the basic meaning of

these terms is all too Eamiliar and thelr implemsntacion all too rare, especially io
Texas.

State reforms should include: "boying in" on more programs, especially in
health, welfare and housing: moving toward eliminating legal and practical barriers
Against minority housing diseribution; improvements in subdiwigiom control; astablish-
ment 0F an Lncorpotration and special district review board with real powers; authorliza-
tiom o0f inter-local contractueal agreement® for services; county home rule and che es-
tablisghkment of so-called "wrban counties": encouragement and financing of loeal-reglonal
councile of govermments; establishment of & genaral scate agency for local governmentsg
and a broad program of state aild desigoed to equalize resources by some reasonable
formula. The most badly needed of these are: state aid on a broad basis, state "buy-
ing in," use of regional councils, and a state local government agency.
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Figeal Disparities in the
LOS ANGELES-LONG BEACH, CALIFORNIA
Metropolitan Area

A Repore by
John A. Vieg
Fomona College, Claremont

Central Outside
—  Majpr Fiscal Dispapities, 1965 = _City = Ceogral City
Fer capita State and Federal aid 4 116 5 133
Per caplts revemss from taxes 227 195
Per capita educational E:Wndliturﬂ b 134
Par capita noneducationsal expendicuce 257 185
Tatal estimated population, 1964 (thousands) 3,063 5,652

Huge and complicated, the Los Angeles-Long Beach area containg
at least 495 local units and distrlecs, and a dizzy range of wealth.
Without Colorado Biver water, the prodigicus urban growth in the area
would have been impossible. Without gpeserous State tax sharing, many
communities would neeer have come inte being. Without Federal highway
aid, Loa Angeles County would lose all sense of commanity: The aid pro-
gram iz ipdispensable to the astounding daily mobility of che residente
of Southern Californfa.

411 of ics localitiea ahare in the geneval affluence of Southern
California--all, that L=, But the Mexican and Hegro communities. For
various reasons, they are out of the mainstream of California prosperity;
the median age for a man in Watts is 13.8 years, in Beverly Hills it ia
4b.0. "Two years after the great riet,"” warns che author, “everything
geems remarkably--and dangetous ly==-the same."
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Introduction: The Lay of the Land

To the traveler approdching Los Anpeles by air Erom the eadt, egpacially at
night, nearly all of Southern California west of the desert bordering the Coloradoe
River looks like one gigantic city. For purposes of research and plamning, howewer,
chisa huge territory comprises flwve standard mecropolitan staristlcal areas (SMEA"s):

1} Anaheim=-Santa Ana=Garden Greove In Orange County, 2) Los Anpeles-Long Beach in Los
Angeles County, 33 Cenard=Ventura In Ventura County, 4) San Bernardino-Riverside-Ontario
it San Berpardino and Riwerside Counties, and 5) San Diego in San Diego County. (Les
Angeles and Orange Countles were formerly vregarded as constituting 8 single SHSA.) . . .

Imperial County, in the extrems séutheast corner of the state, is the only part
of the region south of the San Gabriel MHoontaing mot yet metropolitan in characeer.
Recagnizing the importance of regiconal planning it has, nevertheless, joined with Los
dngeles, Orange; Riverside, San Berpardino and Ventura Counties--together with B9
cleieg--in forming the Southern California Associstion of CGovernments, more commonly
known as SCAL,  (San Diage County is not a member,) FKern, Santa Barbara, and San Luis
Obispe Counties are sometimes grouped with the geven alrveady listed in a broader, ten-
county definltion of Seuthern California, but they are not invelved in thisz seudy. It
should, howaver, be noted chat two of them have also attained M54 status during the
Sixeles: Kern wicth Bakerafield as fte cencral city amd Santa Barbara with Santa Bar-
bara,

Maze of local povermments.-=Haarly every SMSA presents the spectacle of a maze
af efficial jurisdictions, oot to mention scoresd of “"communities® primarily social or
economic in nature. Some ldea of the complexity of the political map of the Los Angeles-
Lang Beach area may be deduced from the numbets of each of the five main kinds of local
unics and agencies listed in Table 1. Altogether they number 95,

TABLE 1.--TYPES AND HUMBERS OF LOCAL GOVERNHMENTAL UNIT ‘,11{ THE
LS ANGCELES-LONG BEACH HETROPOLITAN AREA: 196

Countias: Los Angeles, 7,064,711 population; 4,071 sg. mi. 1
Cictiea: Los Angeles, 2.806,669; Long Beach, 378.492: and T4 athera 76
School Districts: Elementary 40 High 11 Usified 38 Junior College 11 100
Special Mscricts haviong their own governing baacds: 4B

Cenmctery 5 Library 2 Sanitation ae

Hospital 2 Mogquita abatement & Sell conservation 5

Eecreation and park 5

Special Districts under supervisien of County Board of Supervisors: 270

Drainape maintenance b Public library 1

Fire protection 7 Recreation and park 5

Flood control 1 County service arca 1

Garbage disposal 8 Sewer miinténance 12

Lighting iig Special road 5

Lighting mainterance 23 Waterworks 17

Air pollution centrol 1
Total 495

#*0ffaring elementary, secondary and sometimes junior college courses.

Roea: Hese References at end for sources uwied chroughout the repore.
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To complete the plcture, however, note must be taken of three other facts.
1} Some cities within the county have seen £it to create varlous kinds of municipal ser-
vice diskricts. There are now 73 of these, the most common being for lighting, lighting
maintenance, municipal improvements, wehicle parking and water. 2) Los fngeles CouncyE
also contains cightecn scparate watey districts, besides which ic is dceelf one of the
gix counties in the wast Hetropolitan Water District of Southern California. (In
1966-67 this super-special district levied, withim the county, taxes toraling
$25,003,866.) 3) In the interest of efficiency with tegard to che extension of tax
levies, all properties within the county are grouped fnto contipueus areas wherein tha
various combined rates (for county, cicy, school and special diserict purposes) are wni=
form, Each such area has L1cs own tax code aml currently Los Angeles Couwnmty has 3,669
separate code areas,

Representative compunities and gehool districts.-=While the scheme uzed by the
Advisory Commigsion on Intergovernmental Belations for the classification of communid-
ties proved useful in selecting representative communities of different types, no clear
exanples of threse of the categories glven couwld be found in the Los Angeles-Long Beach
area, notwithstanding its size and vardety. The Clty of Commerce is more nearly an
industrial than a commercial enclawve. Cerritos, which this past year changed its name
Erom Dmiry Valley, has a rural flavor today, but both the hopes and expectations of its
wealthy landowners spell rapld urbanization. Finally, despite the immense amount of
government work done within Los Angeles County, sech is the spread of offices and
facilitias and such 15 the mobility of public empleyees and those whe are employved un=
der government contracts that no single communlcy can be clearly idenciflied as a gov=
|rnment cemmunity. With cthese qualifications, most of the communities listed in Table
2 Eit their classificationg reagonably well.

One of the basic facts of Life with regard te the govermment and palities of
California concarns the public schools., Responsibilicy for education, which invelwves
poughly half of all loeal public expenditures, 18 wvested In school distriets controlled
by their own popularly-elected boards of crustees rather than In either counties or
cieies, the state's twa general-purpose Eorme of local government. So desp and wide-
spread is the conviction that education ought te be kept "out of politica” and separate
from the rest of governmenkt, that the average citizen regards school districts as conm-
stituring a realm of their owm. He thinks of local government mot in terms of three
categorics--countisas, cities and special districes==hae Four, School districts clearly
fall within the legal definlition of districts created for special purposes; but nelther
he nor any of his elacted represemntatives conceive of them that way. They comprise a
paparate category all by themselwes, Theough this complicates the problem of locating
fipcal disparities and geuging thelr serfousness, its solution would still be falwely
eafy (leaving aside the macter of all these other spacial districts) Lf school bounda-
rles colmcided with those of cltles, The trouble is, however, that, excapt for twe
elementary districts {(Hermosa Beach and Manhattan Beach), not & gingle one of che 100
echaol districts in the Los fngeles-Long Beach metropelitan ares fs coterminous with
any incorporatéed municipaliey, Dozens of them contain parts of two or three cieles and
the Los Angeles Unified Ddsceict Ineludes-=-inm addition o mest, but act all, of muniel-
pal Los Angeles Ltself--all or parts of the followinz eities: Bell, Bell Gardens,
Beverly Hills, Commerce; Cudahy, Culwer City, E1 Segundo, Gﬂl‘d-em, Hawthorone, Huneing=
eon Park, Inglewood, Lomieta, Lynwood, Maywood, Honteballe, Monterey Fark, Rolling Hille
Estates, San Fernsndo, Santa Monlea, South Gate, Torrance, and Vernen. And as 1f this
ware not enough, it alse incledes several semi-rural areas simply called Road Districts
Wes, 1, 2, 3, 4, and 5!

The explanation for this strange cliroumstance lies in the fact that, under
California law, any smaller elementary or high school district woting for anmexation to

*The term "Los Angeles County” L6 used interchangeably with "Los Angeles-Long Beach
metropolitan area" 4in its wvarious forms,
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a melghboring districc of the same twpe must be accepted. Only unified districts have
the optlon of daclining 4 bid for comsolidation and the Los Angeles Unified Sebhool Dig=
reice 15 b&ral;- five years old!  Prior to 1962 LosAngeleswas opgantzed-both as—an
elementary district and a high school district. This means that it could mot contral
ics own destlny Insofar as territorial growth was concerned.

Boaring in mind that the central purpose of this dnguiry is the detection and
expasure of critical disparities among lecal communlties, vhether separate municipali=-
ties or otherwise, the analysis chat follows attempts to link che examination of munici-
pal finance with that of achaol districcs asd, where pozaible, wieh that of special dis-
tricts and couwnty govermment itself. But becauvse of differences im their boumdaries,
this cannotb be doeme with anything appreaching precision.

Fiscal Ddisparities Among Local Communities

Local Govermmént Finance: Factors and Toends

City Rewocnuss

DMEfopancas in pey capfts totals.--That "rich” and "poor" ave classifications
important for commnities as wall as families becomes apparent as Boon a5 one begina o
edamineg fipancial data percaining to the warlous citles in the Los Angeles area. In
terms of total revemse available per capita, the 1% different municipalities chosen for
comparison wvaried in 1965%-66 from a high of $12,970,22 in Vermon to a low of $34.82 in
Baldwin Park. This kind of inequality, though dramatic, might not be very serious if
the former had a large population and the latter a small one. Hut the trouble iz that
poly somc 228 people make their home in the industrial enclave of Vernon, whersas 5,000
live in the low-income bedroom communicy of Baldwin Park. Gee Table 3 noting estimates
of population for Juna ), 1964,

The main keys to this curfous scate of affalrs lie in taxing and zomimg and
incorporation policies which will be examined inm part 11, but there 15 ome other major
factor which should perhaps be stressed here at the start, That is the enormous daily
mobility of the people of Southern Califernia. As & matter of fact, Vernon's daviime
population prabably numbers ower 90,000. But almost all of them come from some other
community and return there at night=-in most cases by private mator ¢ar. Indeed, hun-
deede of "heads of households" in Baldwin Fark may well be ssong thess commuting facs
tory workers.

Clearly more significant, howevar, arve the differences hatwoen the per capita
figures on tokal revemias for all 76 chicies in the county and the corresponding figures
for Los Angeles iteell and some of the other larger citles, Thass were as folleows in
1965-66: ALl citvies, $105.61; all cities except cthe central city, $93.34; Los Angeles,
$119.32; Long Beach, S180.19; Glendale, $93.88; Pasadena, 5132.63; Beverly Hills,

5232, 61; Lakewood, $41.35; Pico Rivera, 537.68; Industry, $1,814.41; and Claremont,
874,09, Bge the table regarding the comparable figures for 1955-54.

Belative importance of different sources.-=What L& even more striking abaut
these inequalities with respect to revenoes ig the wide variatfon to be found among tho
communities with regard to their wee of different sources. Take the propeyty [ax: In
1965-66 Los Anpeles got 303,02 per capita from this weperable source. Bewerly Hillls
got 573.05; Lakewsod got enly 52,587 Fico Blvera, 9§ amd Cerritos, B¢ baE Vernom, the
lactory city with almest mo permanent residents, got FL,376.66. Hote next the enormous
varfation in the yleld of the sales or use tax, From the standpoint af Flscal dlaparl—
ties among California cities, this tax makes a greater difference than any other, pac=
ticularly for the 31 commumities that have incorpordated singe the iniclaciom af the
Lakewood or "Contract Cities" Plan in 1954 and egpocially the enactment of the Bradley-
Burns Law in 1956, Under this statute the state authorized sach county te levy a
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TABLE 3.--3ELECTED MIBICIPAL REVENUES FER CAFITA, 1965-1966 and 195510568

[{ES ]
Incocpo= Population Propert e Sales and Use Tax ta
e Commupoity porated 1966 1965-130h IEE -1 b ]EEE-;EE 195 5=195& 1965- L0966 1855=195%h
(chousands)

Lag Angeles County:

ALl Cigdemi 5 BAG £ 32.12 L P 19 4 20.5% £ 17,50 ¥ 10567 & 1&7 .60
All Cigfles = Cantral

Ciey 3,104 22,35 19.41 21.26 17, 25 93, 3% 126,03
Los Angeles 1850 Z,7RD 43,02 658 19.5% 1773+ 119.32 201.9%2
Long Basch 1897 373 .73 20,58 1657 13,97 180. 1% 134 .58
Glemdale 15046 134 23,50 16.78 20.97 19,76 93.88 124.02
Pasadena L84s L35 41.39 28.35 19 .68 25 B 132.43 176 .56
Pomoma 1as8 BS 32.5& 19 20 19.372 17 .00 G2 38 91.35
Eeverly Hills 1914 % .08 17.93 65 .66 57,18 732.61 236,74
Pales Verdes Estates 1935 13 33.23 16.71 2.2% 2.55% 72.15 46.57
San Marino 1913 1& 58 .6& 19,440 1366 Q.90 107.28 114,35
Lakewad 1954 fiti] 2.58 1.41 18,50 16 G 41.3% L3.0%
West Covina 1923 53 15.12 &.18 19.36 13,70 64 .93 17,51
Balduln Park 1956 45 5.62 - 5. 322 436 34 .82 5.54
Fica Bivera 1958 51 i) - 12.56 6. 79w 37.68 =
Induscry 19559 .8 a8.88 - 1,035.3% HOG, 254 1,B1l4.41 -
Varnon 1905 o2 L, 376 .66 1,562,580 13,335 .00 9, 61% 00w 12,970.22 5,.477.50
Commerce 1960 11 3.8 = 330,55 I6E . 28w JB3.5% -
Hermoas Beach 1807 17 27 .00 11.07 17 .00 20 1% BLl.4l &0.80
Claremont 1207 21 21.33 12,10 5.71 &SR Ty, 09 bk 90
Walnut 1959 3 22 .66 - &.95 G Eo T30 =
Carplbes 1956 i 08 - 22.50 1% 50 143,06 -

#nly with the pasaage of the Bradley-Barms Uniform Local Sales and Use Tax Law im 1996 did this become a major source of municipal

revenue, For this reason there are substituted here the figures for 1959=1980.

#*Unless otherwlse explicity acated, "All Cities" means &ll the clties of Los Angeles County.



maximum 1 percent sales or use tax af & supplement to [ts owm 3 percent tax, In addi-
tion, howewer, it also empowvered any incorporated city to levy a 1 percent tax, provided
that this would count within fcs boundaries ag an offset against any tax the county
might levy. The state collects the local tax along with its own and then returns to

the city whatever ameunt was collected within its borders minue a small charge for col-
laction servies., The county's share i limited o the ameunt collected in the unincor-
porated territory=-and sinee these hawe relatively few trading areas it is the cities,
especially those with flourishing shopping centers, that have "cashed in" on the state's

policy.

Here are some of the per capita contrasts in 1965-66: Falos Verdes Estates
{ice wealthy residents do not like shops too close co thelr hm:!}, 32.23; Claremont
(the college town), $5.71; poor Baldwin Park, $5.22; Long Beach, $16.57; and Los Ange-
les, $19.50. But then comes Industry at $103.33, Commerce at 5330.55 and Vernon at
$13,335, Eee Table 3 for the all-cities average and corvesponding figures for 1959-60.
(Those for 1955-56 have lictle or mo significance because that was prior to the adop-
tlen of the Bradley-Burns Law.)

Only & of the 19 incorporated communities included in pur sample have any
municipal ly=evmed enterprises but the net earnings of these wtilities afford rather
substantial contributions to the general Funds of their cespective cities. Im 1965-66
utility eontributions per capita ran ag follows: Los Angeles, $5.B2; Long Beach, 59.54;
Glendale, $11.33; Pasadena, $13.20; Beverly Hills, 510.%1; and Vernon, 5510, Hone of
the other clties enjoved any swech advantage, though in the case of those Levving prop=
erty taxes thers was, of course, a partial comsolation in the tax paid by the privace
ucilicdes,

With respect to service charges--which are coming to be of Increasing impor-
tance because of wailing about the property tax--again the repregentative communities
selectad for analyeis In this SHSA show some real disparities. In 1965-66 the all-
cities average for service charges per capita was $8.57. Both Los Angeles at $9.81
and Long Beach at $13.597 were abowe this figure as were quite a number of the other
balanced cities ag well ag most of the specialized communities. But poor Baldwin Park
and Pleo Rivera could not afford to charge their residents that much, ard wealthy San
Marino and Beverly Hills did not oneed o,

g Revenues

Disparities in assessed valuatlons Eﬁr ADA, --Gince education rvepresents roughly
half the cost of local pevermment and schoo stricts are for all practical purposes
limited to the use of the property tax, nething matters more to them frem the stand-
point of revenus than their assessed valuscion "per child in averape dally attendance"
or per AD& for shore, Taking all the elementary school districts in Los Angeles County,
these wvaluations ranged in 1965-86 from a high of $133,300 in Gorman to a pathetic low
of 51,800 in Willawbrook, the predesinantly Megroe distriet across the strest south from
Watts, 59,700 being the average for the whole county, See Table 4,

For the high school districts per se, assesged wvaluation per ADA exeluding
adults ranged from a high of 551,500 for the William 5, Hart District to a low of
$17,900 in the Compton Uniem District. This high school district embraces & large sac-
tion of the city of Compton anmd also overlaps with the Willowbrook Elementary District.

As for unified districts, their valuations are computed separately [or elemén=
tary and secondary pupils because the Seate Department of Edusation and the Legislatura
have agreed that disparities of this kind become ceritical whem on the elementary Leval
assessment totals fall below S1Z,000 per ADA and whenm om the high schoel level they fall
belew 529,000, At these points the districts concermed are recognized as necding not
only "basic aid™ and "equalization aid” but "supplemental support” as well.
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TABLE 4.--ASSESSED VALUATION FER ADA, FROPERTY TAX EXEMFTIONS, AND GENERAL AKD
SCHOOL TAX BATES FOR SELECTED SCADDT. DISTRICTS, L%65-1%66

Assesoed Valuation FPer ADA

Fu ing Adults Froperty Tax Madian = Madlan =
Uoified Exemptions General Sehwal
ElemsaLary High Elementary High Par Feoparby Tax
Commuanity School School ?ﬂa_un} Sghaonl Total Capita Tax Ratew Bate
mremsnsansssssssss | ChoUEAndE ) - -~ -~ ——— - - mmmm == (millicns)

5 §133.3 851.6 $B2.7 118,49

Rangs s+ 1.8 17.9 4.9 16,9
A1l Sechool Districts 9.7 21.% 15.3 38,2 Wi KA 5 BLG0%] §3.3485
Lae Angeles 15.%9 0.0 5749.7 £ §9.80 9. 1270 4, 2516
Loog Beach i7.3 38,4 35.3 94, 60 B.L762 5.3485
Glendale 17.7 41,8 12.3 89,70 T.94927 &.0821
Fagadena L7.8 S0,5 3.7 253,60 7. 7830 4, %03
Pomona 10,8 29.9 10.1 118,80 100247 5.3770
Beverly Hills B2, 7 1189 2.2 &4, 70 G. 4308 2.618L
Palos Verdes Estates 15,9 3%.0 3.5 26%, 20 B.EDO3 L. BITE
San Marino 23.8 a7.7 Tat &2, 80 B.55E5 &, 1538
Lakawend 17.5 3.4 B 100,00 T 5.4938
West Covima Tal 17.3 5.1 80,50 9.631% 5101
Baldwin Fark b9 16.% 2.9 ey 5 0 q.1579 5.1407
Pigce Rivera 7.5 0.9 4.7 47,40 9. 1408 6. 1405

(2 discrieca) 22.2 531.9 Ha HA Ki HA
Industey HWRE HRE .01 15.5%% B.4973 5. 6T46
Varnen -==-A8 1o Liflc==== L1 75,00 72343 Ap in L.A.

Commerce HEC KR A 33.9%0 70745 L 2516
Hermosa Beach 16,6 4.0 = - .7 = 49,4219 5. 3548
Claremenl 1D.B 8.4 13.3 633,30 10,2263 56840
Walmet 117 Z1.6 - . -8 - 2543 5.6136
Cerritos 7.7 3.1 o 10700 B.4415 S.BEL

{2 discrices) 9.1 0.8

HA = Data nof avallable.
HEC = Dats not readlly computable.

#The gemeral tax rate is the aum or compoaite of several rates: a) ome for the countty, including rteads and the public library, b)
apother for the county-wide [locd contrel district, o) another for the sunicipal gowerrment imwolved, and fimally d) one for all school
parpases, Including Bonds for grounds amd boildings.

wrimong all districta within Los Angeles County.



Among the 38 unified districte in the Les Angeles-Long Beach area, total wvalua-
tions per elementary pupll in ADA ranped from a high of 582,700 in Bewverly Hille to a
low of $5, %00 in Baldwin Park, 515,300 being the county average. Seventeen of the 38
fell below cthe critical measure of $12 000 per ADA. Az for assessments per hipgh scheol
pupll in ADA (once more excluding adulee), they ranged [rem a high of 5118,900, again
in Beverly Hills, to a Llow of $16,100 in the Herwalk=-La Mirada District which was even
a bit poorer than Baldwin Park at §16,%). The average for all the distelcte in the
county was §I8, 200, Sixtesn of the 38 were balow the 529,000 standard and thus recog-
nized as in need of supplemsntal support from the state.

Importance of state aid in reducing disparities.--Equality of ocpportunity forms
almost the core of the democratic ideal. Given, howewver, these serious digabilities in
the capacity of s0 many districts to defray the cost of common schooling--ewen with
basic state aid for all districts amouncing to 5125 per ADA per year--only further help
from the state in the form of aqualizacion aid and, bayond this, of supplempntal support
can overcoms the critical disparities imwelwed., For 1966-67 California budgeted 51,233
million for pevments to logal schools, en increase of $76.7 million over 1965-66. (Lo-
cal aggistance of all kinds amounted ke 51.8 percent of appropriations for current op-
erating expenditures.)

Recommendations for additional state assistance, not only for the public
sehoola but for local povermments generally, arve offered in section IV-A. Let it suf-
fice here to norpe that stace and local officials are inclimed to arpgue both over the
relative amount of ald now being given and over how much more is needed, Judging Ervom
comments that have been made in recent years by gpokesmen for local boards of school
trustees and by leaders in the Legislature who have been particularly concerned witch
subventions for public education, one gets the impression of an "a,gr-E-EmEnt In princi=
pla" that state aild cught on the average to cover half the cost, which lewel it actu=
ally did sustain for some wyears in the 1940's. But whereas school board spokesmen
have argued that state aid now covers only 3 or, at best, %0 percent of the cost,
gtaff membetrs of the Assembly Committes on Education claim that 4f all its comtribuo-
tionz are counteéd==guch az some 512,000,000 for cextbooks, 560,000,030 for teacher
retirensnt benefite amd 56,000,000 for special schools for the blind, deaf and palsied--
the state is currently paving &7 or 48 percent of the total.

d 5 ct Revenuas

Under California law, counties depend for their revenues mainly on propeciy
taxes and subventions from the state and Federal govermments. In 19%65-66, Che latest
year for which actual figures are availakle, Los HE“H County had gemeral revenues in
the fallowing ameunts from the following sources.—

Propecty taxes (Including pemalties on delinguency) §355,109,329
Other taxes (mainly sales and use) 9,316,471
Licenses aml permits 5,972,550
Fines, forfeits and penalcies 10,422,936
Receipts from uge of money and property 12,949,107
Subventions from Federal and state governnents 415,500,655
Charges for current secvices 75,321,115
Miscellaneous B A0l 631
Toral 93,123,778

Changes in reporting categories preclude exact comparison with the year 195353-36,
precisely & decade earlier. Even g0, one significant comparison can be made. 1In the
earlier year, Los Angeles County obtained 48 percent of ies revenues in the fotm of
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"property raxes and assessmenta™==chis At & time when the sales and wse tax vielded wery
Little. The comparable ratio for 1965-66 was 40 percent. TIn the latter yeat, however,
6.5 percent of all of its revenuss came in the form of state and Federal subventiome
the bulk of which were for weliare services, whereas only 42.5% percent came in the form
aof such grants ten years befora.

Special districts derive most of their revenues [rom properiy taxes though
gome, like water, cemetery, and hospital districts, are able, because of Che nature of
their funceiong, to obtain subscaneial fumdz Erom service charges too. Perhaps the
gimplest way of indicating the amount ¢ revenue currently regquired Cor their operation
is to cite the taxes levied by them for 1966-67. Apart from 5375.7 million levied by
Las Angeles County for its own fumctions, the Board of Supervisors levled 589.5 milliom
for 270 speclal districts under its dupervigion, $15.0 million for 45 under the supar-
vislon of thelr own governing bodies; and 4215.8 million by wirtue of "agcn:y Acedumeg™
either with municipalitias buying urban services £rom the coumty under contrack, with
munlcipal special discricts or with water districts.

Hupicipal Expenditures

Tecal expenditures by local gevernment fn the Los Angeles-Long Beach metropoli-
tan grea for 1965-66 sapounted co more than $2.8 billion or approximately 5607 per capi-

k. Here are the aggragate amounte and percentagas.
Las Angeles County per se MOER §  BYO,TSL,617
&11 eities zL.0 393,543,000
All schoel districts 43.0 1,217,237,062
All special districts (A4-65) 5.2 149, 201,947
Total 100, GF 2,830,730, 878

Differences in petr capita totals.-<From the standpoint of inegualities, the
gverall picture of municipal expenditures for 196566 s very similar to that for city
tevenuei. WVernon is on top, spending 321,005.00 per capita and Baldwin Park at che bok=
tom with §34.44. This discrepancy L& especially dramacic copsidering cthat the median
for all the cities 4s $100.87 and the figure for Los Angeles, $115.80. Beverly Hills,
as usual, ranks high, spending $229. 14 per capita; while places like Plco Rivera and
Lakewood spend a meager 34,72 and $41.1Z2, respectively. See Table 5.

Disparities in expenditure by Eunction.--Most strlking among the many dispari=
ties relating to the services rendered by representative clties in the Loa Angeles-long
Beach area are those pertaining te parks and recreation, The highest expenditures in
1955-66 were $92.00 per capita by Commarce, 5445.93 by Long Beach, and 521.26 by Beverly
Hills. This figure subsequencly neosedives to a merve l{¢ for Cerritos (where most fami-
lieg have little interest in a city park because of abundant opportunitles for recrea-
tion in their back yard), to a bare B¢ for Baldwin Park, aml to zero for Vernon, the
city with the highest per capita revenues gnd expanditures (which makes sense because
almogt maobady lives there anvway].

The madien for all cities with regard to park and recreation expenditure was
$10.65 per caplta., Los Angeles spent 58,56 while Pico Rivera and Baldwin Park, the
cities with the lowest per capita revenues and expenditutes, managed to spend omly $4.78
and B¢, respectively.

Tukning to public worke, which 15 B0 say to streets, lighting, storm draine,
and other such intensely practical matters, one of the most notable findings for 1965-64
was that the City of Industry spent nearly 75 percent of its budget for facilities of
this kind, the per caplta average ceming to $1,556,66. Cerritos alse devoted over half
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TAHLE 5,==COUNTY AND CITY EXFENDITUEES, 1965=1%66, TOTALS AND EY MAJOR HIHE'I‘I{I:-I'-"
(Aggrregates in thousands; per capita figures absolute)

Total Fyiblic Safecy Public Works Parks and Becressjion
fogmunily Agpregatg  Fer Caplta Agggegate  Per Capita Aggregate  Per Caplts ARRFsgate Pz Capita

Loa Angeles CounCy

PET BE HaT0,T52 5 135.16 5029 BAT & L4.66 § 49,981 3 7.13 $15,985 £ 229
Los Angeles County

All eitien 393,343 100, 57 152,076 32.64 155,905 549 B2,585 10,65
All cities - Central

City 214, X454 BE, 4l 82,768 26 .66 73,005 23.51 38,477 1%.52
Laa Angeles INT, 145 114 . B 1049, 308 | B, S0 29.82 13,808 8.56
Long Beach 55,564 158 .54 1,355 13,08 8,548 23.98 16,781 id . 98
Glendale 12,950 95,22 3,793 27.88 3,982 29.27 1,213 4,493
Fadadenn 17,108 136.86 &,35% 34.87 1,541 24, 32 2,332 18.65
Pomana 7,726 $0. 89 2,483 29.21 2,283 26 .50 TEd &.98
Baverly Hills 7,79 229.14 2,25 fih. 3% 1,188 G, 35 123 Il.26
Paloa Verdes Estates B61 66 .23 arn 2861 191 L. 64 10 5.00
Emn Marima 1,529 108.21 594 42,71 T 6.71 173 12.35
Lakewood 3,250 41.12 &07 T.58 1,133 14,16 757 046
West Covina 4, D56 65.9% 1,431 22,71 1,592 25,26 ar 5.98
Ealdwin Fark 1,534 L SB35 13,00 HE6 15. 24 4 .08
Fleo Rivera 1,771 .72 459 9.1% 136 14,43 244 b TR
Taduatry 1,880 2,068 .89 10s 115 .55 1,401 1,536,648 14 15,55
Yermen 4, 201 21,005 .00 2,044 1, 220,00 1,377 5,685,00 = =
Commer e &, a0 AR5 .45 1,612 146,54 561 51.00 1,012 92.00
Hermiza Bedach 1,8 B2.17 403 25,00 438 FL 113 .64
Claremomt 1447 6985 452 21.52 &7 1.0 oz .61
Walnut 330 EL B2 Z7.33 Th 15.33 = =
Cerritos 195 ¥8.75 58 14,50 7 51.75 ol 10

“kands constitute the omly expenditures for Los Angeles Coumty in the field of Public Warks.



of Lts budget to public works, its per caplta expenditure coming o 351.75. In both

cases the funds were mainly used for engineering, streets, storm dralems, and strest
lighting. Public works expenditures seemed to have been used [or mech the same pur-

peses in Baldwin Park, Plco Rivera, and Lakewond, but they were able to apend only 51525,
$14.43, and $15.16 per capita,

These latter 3 cities were alss low in their spending for public safety. Bald-
win Park spent 513,00 per capita, Plco Eivera 59,19, and Lakewood $7.58 as compared to
the all=city median of 532,65, The figures for most of the other 19 communities £luctun=
aced very litcle from this averagze, except for a few of the wealthier ones: Bewverly
Hille, 566.35%; Industry, 5115.55; Commerce, S146.5%; and Verson, with all ics factories,
§10,220.00.

School E¥penditures

;==8ince unifisd schoeol districts are the only kind
that temd to colnelde with incorporated commumities, comparisons between districts will
be limited in thiz brief section to those of that type. No comparisons will be made
ameng elementary of high school disceicts, though cercain inferences may vather easily
be drawn concerning them from Table &.

The range of expenditures per ADA for 1965-66 among the onified school dis-
cricts im Los Angeles County extends from $975.01 to $476,37, the county mean beidng
£579.40, Beverly Hills spends $975.01; Pasadena, $698.01; San Marino, $666.E89; Los
Angeles, §576.1%; Pomona, $5%1.31; Baldwin Park, $521.87; and West Covina, 53502, 15,

Variatfong in expendicure by category.=-As might be expected, educational ex-
penditures reflect even greater disparities wvhen analyzed by function than when only tha
totals are examined., In the case of teachers" salaries, expenditures per ADA Tanged in
1965-h6 from $52B.3 to $261.58, with $314.47 being the county average. Beverly Hills
headed the 1ist and Baldwin Park came in last and lease,

ity se ca itures.--These are for such thipngs as supplementary
playground and recreational facilities where the city or county makes inadeguate pro-
vision, and custodial service when school beildings are weed as civic centers or for
Boy Scout meatings--varled among all districts in Los Angeles County from a high of
213,89 per ADA to & low of $3.67, the average figure being $15.58. Among the unified
disvricta corresponding to the representative communities cited in this study, the paor
Baldwin Park discrict had to spend the most, 537.24 per ADA, while Beverly Hille got
alonmg with a mere $3,67,

Expenditures for child care centers throw another beam of light on the dispari-
tles among school districts in representative communities throughout this metropolitan
ares. Only 13 of the 3B uwpified districts in Lo# Angeles County reported expenditures
faor thie purpose in 1964-1965 but, of these, only & s=em to have been obliged o lowy
any district tawes ko secure the needed rewenues. The other seven were able to operate
their centers using only the state aid allocated tn them for the PuUrpose, plua the feed
parents were able to pay for the service.

County and Special District Expenditures

County services.-="What do I get for my county taxes?" When Johm R, Leach,
Assictant Chiaf Adminiscrative Officer for Las Angeles County, is asked this question
he has a plaln but extrasrdinacily dncisive answer: "If you're lucky, practically moth-
ing.”" The most important thing to understand about county expenditures is that most of
them are dewoted to “the pooor, the meedy, the unfortumate and thesge [n trouble." Here
is a functional breakdown of the expenditures made by the county in 196546, both in
aggregate amcunts and by percentages.
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TABLE 6, --SCHOOL EXPENDITURES BY UNIFIED DISTRICTS, 1965-1966, TOTALS AND BY FUNCTION®

Commundi ty

Loz Angeles
Long Eeach
Glepdale
Pasadena
Pomona

Beverly Hills

Falos Verdes Estates
San Harino

Lakewood

Wese Cowina

Baldwin Park
Fi¢o Bivars

(2 districte)
Tndusley
Vernon
o E

Hermosa EBeach
Claremont
Halnut
Cerritos

{7 districes)

Expendilures

«  §975.01
Hangar &78.37
576,14
S98 . 4h
583,89
698,01
541,31

975.01
584 BB
i

HRC
.15

521.87
6], %6
ath. 84

R

A8 in L.A.

HRC

13
552.48
i
537.09
561,80

HRC = Data mot readily computable.

®inong all unified districts within Los Angeles Counly.
*¥An incorporated commanity but not included in a single unified district.

(Fer ADA)

Teachers' Salarins

5528.34
261.58

IL7.97
321,16
J15. 99
354,73
282,18

528, 34
321,18
381,99

HRC
283,06

264,15
285,41
124,75
HELC

A dn L.d.
HREC

4k

302 0
ik
291.0%
273,24

Cﬂmnun[tz Sarvices

$33.489
3.567

18.32
.57
.32

23.45

15.0%

a.67
9.85
18.40
HEC
3.67

27.24
25.62
14. 66
HRC

Az 1n L.A.
HEC

i
12.03

i
11.19
12.51

$18.69
00

« (W
11.83
14,71
16,18
12. 3

17.71
.01
0

HEC

13.89

12.58
14, 36
-l

HEC

Ag in L
HEC

i

4,06

**
14.53%
1E.69

Food Services

wlln



General povernment 136 ,92% 497 15, 8%
Fublie protectlon 125 886,998 1%.0
Roads 49 981,523 3.8
Health and sanitation 28,059,343 3.3
Public assistance 404 613, T52 56.8
Education 9,556,324 1.2
Becreation 1%,985,033 1.9
Debb service 5,739,125 ]
Total $B70,751,617 100, 0%

What gives meaning to the remark just quoted is that in addition to public as-
sistance par sa, most of the services classified as public protection, health and recs
reation are required either for the indigent, the sick, the discressed or those in
trouble with the law, Everyone benefits in scme way from the general governmental sers
vices parformed by the eounty in sweh flelds as legislatlon, finance, personnel, elecs
tions, communications and propeccy management, and likewise from its road services. Not
every Caxpayer appreciates, however, the nature of the peturns he gets on his welfare
dollars. Yet to the degree they are well épent, which is o say used to help people
help themselves, they probably do almost as much as his educational dollars to humanize
the intensely competitive society that ls dmerica today.

As imdicated fn the Intesduceion, tha local governmental system of the Log
adngeles=Long Bedach area includes (July 1967} 5584 special districts. Only two of these--
the Flaod Control District and the Air Follution Control DMetrict==are county=wide im
character and, ag already indicated, the huge Hetropolitan Water District af Ssutherns
California incluwdes aix counties withim fts jurisdictisn, of which Los Angeles is only
one, albeit by far the largest in terms of taxes paid and benefite received. ALl the
remalning 58] districts serve hut a part of the county and there is no need to explain
the natuee of their expenditures because thelr purposes are Imndicated by thelr names
and one can deduce from the wolume of their revenues roughly how much they spemd.

Disparicies in Indebtedoess

Cities.--Bonded indebtedness per caplita waries greatly throughout the Los
Angeles-Long Beach SM3A. Considering all 19 representative incorporated commmities,
it ran in 1965-66 from 52,100 for Vernon to 55¢ for West Covina and zero for Baldwin
Park and six others. At firvst glance these Ffigures are perhaps misleading. ({See Table
7.} It would seem chat Vernon with $2,100 of indebtedness per capita and Cerritos with
5750 might be in financial scraits compared with the other cities, especially in view of
their small populations.

Wo omne need worry about Vesnon, however. Lt may be 5630,000 in debt but, with
its astronomical assessed valuarion, the city has a borrowing capacity of approsimately
531,343,000, Cerritos also has lietle to worry abouk, for it has unused borrowing
capacity amounting to 51,056,000. Los Angeles had indebtedness in excess of SE8B5,000,000,
yet this gives no cause for concern because much of it represents revenue bonds and most
of these are backed by ome or the other of its great utility enterprisces, aespaclally the
enormougly profitable Department of Water and Power.

Some of the other ufes for which these city debis have been incurred are also
vary revealing. Vernom hag borrowed chiefly for sewers and fire alarms, Cerritos solely
for water, and Glendale both for sewers amd For electrical ueilicies. In concract,
Beverly Hills has borrowed 533958 per capita Eor street improvemests, parks, llbraries,
and off-street parking, and the educational community of Claremont has gone ineo debe
to the extent of $56.1% per capita solely for parks. Compared to places like these,
Baldwin Park, Pico Rivera and Walout {nona of whichhad any boaded debt at all) are less
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TABLE 7.--BONDED DEET ARND ASSESSED VALUATION FOR REFRESENTATIVE COMMUNITIES
AND CORBESPONDING UNIFIED SCHOOL DISTRICTS

Representative Communities School DMsecices
Bl el Ehl Aggessed Valuakion Banded Debi Afsessed Valuacion
Compuni by &ggt BEate Fer Capita
--------- (milliopns)e-ec=acaa

Loz Angeles §8a5 § 5,753 § 2,068,324 S50 &6, G0
Long Beach a7 S 2.512.73 n 183
Glendala 13 270 1,%83.75 1% 283
Pasadena 22 4348 3,503.16 5 390
Fomona | 151 1,662.12 13 141
Beverly Hills 12 251 7.3 .08 L. 241
Falog Verdes Extates = 39 i, 028,07 12 125
San Macioo L 53 3,772.57 3 56
Lakewoad 5 103 1,282.87 & &
Hest Covina g 103 1,628,000 L] (.11
Baldwin Patk - 53 047 .91 & 53
Fleo Rivera - 10 1,566,135 7 78

= 12 ra
Ipdustry - 6 62 600808 * *
Yarnon N 213 10 ,523.33 Ineluded in Los Angeles
Commerce = 238 21,862,585 i *
Hermosa Beach = 15 2,073.29 L &
Claremont | 37 1,757.33 4] 87
Waldut - 12 3, 866,00 i L]
Cerritos 3 27 &,737.50 5 79

*Impossible Lo indicate accurately because the community is divided amomg seweral districts.
#*In the case of Hormosa Beach and Walput there is oo single corresponding unified school diserick.
ek [ivided between two unified school districte.



ko be envwied than pitied., They would ke far better off if they could afford to barrow
for such refinements as some of their nelghbors are acquiring.

School districts,--Because Che property Cax constitutes their only source of
revenua, school districts are more reluctant to borrow than ounicipalities. All the
gima, they are feeguently obliged to do so. Every one of the unified districts ower-
lapping the 19 representative communlties included in this stwdly has some bonded in-
debtedneass. In absolute terms, the Los Angeles District hag by far the largest debt
but, measured against their assessed valwation, the districts bearing the heaviest bur-
densare Pomona; West Oovioa; Baldwin Park; ooeof the districts overlapping Pico Bivera
and, rather surprisfimgly, Pales Verdes Estates, which has no municipal indabtedness at
all.

Ak the other énd of the scale, these districts having relatively the smallest
debts are long=-settled Pasadena, Bewverly Hille, Loog Beach, and, again ano anomaly, the
pther district owverlapping Pico Rivera. Seec Table 7.

Dizparities in Asgessed Yaluabtion

Per capita disparities in assessed valvation of property amomg the 19 repre-
sentative cicies are tremcndous. In 1963-66 these valuations ranged £rom 5]‘11},523.33
in Yermon to $947.91 in Baldwin Park. Cemparable figures for the balanced communities
tepd, however, to fall within a fairly narrow range: Los Angeles, 32,069 25: Long
Beach, 52,512.73; Glendale, 51,983.75; Pasedena, $3,503.1l6; and Pomona, $1,662.132,
Among the wealthler citiss, though, thers are some notable differences: Beverly Hills,
57, 374.08; Cerrivos, 56,757.50; Commerce, $211,60%.45; and Induscry, 56%,499.848,

Direct comparison bebwaen aggeaaed valuations per capica for a ciey and ite
corregponding school district iz impossible becasse in no single case do their bounda-
ries codncide, at ledst with regard co unified districcs. By careful examination of
Table 7, however, one may se&= how a community's Einancial ressurces Eor the support of
mrnicipal government compare with its capacity to support public education.

One final ebservation, however, remains to be made about assessed valuations
and it is very important. Althowugh the state constitution stipulates that all proper=
ties should ba assessed at 100 percentc of matket valus, the practice until che mid-1%30"s
was to allow each coumty assessor wide lacicede with regard o the actual parcentage
applied. Inasmuich as county @gsessors are elective officiales and certain stace sub=
ventione are gilwven on the baszis of need as indicated by a county's rank order with re-
gard to assessed valuatisn per capita, this led te rather scandalsus "underbidding” om
the part of many dssessors (or candidaces for the position). As a result, the State
Board of Equalizacion has been using its influence to try to get every county to monwe
ap rapidly as possible to a uniform standard of 13 percent. In sampling a oumber of
appraisals in Los Angeles County im 1966, the Beoard found the average ratlo to be 23.5
percent, Since the eratewide walghted average ratio was only 22,1 percent, this pro-
vidas considerable agsurance that azsessment ratlsd in this metropolitan area will soom
Be In lime with the standard proposed. Only 6 of Californda's 5B counties were nln-.iﬁ}
e the 25 percent mark and only ome of these was in the southern part of the state.—

Yariacions in Property Tax Bugpdens

Two kimds of disparities comcern students of public policy with respect to
property tax burdens=-interpersomal and interjurisdictional. Within the Los Angeles=
Long Beach SMSA, responsibility for the prevention of inequity with regerd to digpari-
ties of che first kind resces mainly with the county asgessor because his office ia
charged with the falr assessment of all taxable property, other than public utilities,
everywhere in the county except in the cities of Long Beach and Pasadena which inslsc
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on assessing and ¢ollecting their owm tazes themselwves. (ALl uweility property is as-
goased by the Scace Board of Equ&lizatlun.]

Assuming competence and honesty in the assessment of property, how great are
the interjurisdictional disparities among communities in Los Angeles County? The an-
swer, as already indicated im Table &4, is that school tax rates among the representacive
cities selected for study wary frem 32,6181 per 5100 of assessed waluation In Beverly
Hills te 56.1505 in Fico Rivera, the mediasn rate among chem beinmg 53,3485 and che rate
for the central city being $4. 2516,

While these differences are substantial they are in some instances compounded
when the municipal tax rates are added (along with those for the county and the flood
contral district, which are wuniform throughout the SMSA) to make the gencral rate. The
reason for this ds that, chiefly because of revenue derived from the sales and uwse Cax,
20 of the V6 citdes in Los Angeles County found it wnnecessary fo levy any propercy tax
at all during the current year and in & number of others the rate 15 close to zers, In
1965=-1966 Lhe median general racte among the 19 representative mmicipalities on which
chisa inguiry iz based was 58,6901 per 5100 of assessed wvaluatlom. Beverly Hills needed
anly §6.4308; Commerce {which on July 5, 1967 anpounced "ne e¢lty property tax" far the
geventh comgecutive year) had che next lewest rate, 57.074); and Vernon's was only 1%¢
higher, Meanwhile property owners In Los Angeles paid $9.1270 and these in Fomona and
Clarement paid the highest rates of all, 510.1247 and 510.2263 resgpectively. (Levies
by speclial districts serving only part of a city were, of course, in addition to
these, )

Effective tax rates.--Foy purpeses of comparing property tax rates inm Callfor-
nia with those in other states, three types of adjustment must be made. First, due al-
lowance mest be made for cthe fact chat in this state assessable property includes
a) teal egtate, of Land, b) buildings or other [mprovements, ¢} personal property, Lla-
cluding besiness inventories as of the [irst Honday in Mareh, d) public utilicies pri-
vately owned. Solvent credice, which iz ta say accounts pecelvable arising from the
gale of poods or services minug deductible debts, are also taxable but at & different
tate, namely one=tenth of one percent of their actual wvalua,

Sacond, proper adjustment must be made for these ratips of assessed value to
matker walue, Land, improvements and personal property are cuprently assessed ac 13,5
peecent of full wvalue in Los Angeles County, but here and elsewhers local assesfors
are under instructions te shifc e a 25 percent standard with all deliberate speed,
Public uwtilities are assessed by the State Board of Equal'li!-ﬁ.tim'l., but at a ratia of 50
pereent of chelr true walue.

Finally, Calfifornia has a falrly liberal policy with vegard to property tax
exemption. What it does, in belef, is a) to grant certain limiged fsmunities to vet-
erans and b} to declare wholly exempt such properties of churches, colleges, orphanapges
and the like as are used wholly te religious, educational ar philanthropie purpases.
Und=r certain conditions warks af art loaned for public exhibleion are also tax exempt.

Elasticity of the Property Tax

Ingigtense on "ne further incresse in property taxes” has been a common slogan
in eleaceion campaligne in the state of California ever since the end of World War IT,
Svatematic analysis of the record indicates, howewver, that such warnings or pledpes
have not been taken wvery sericusly. Taking the Hayoer of Los -*-ngeleﬂ and the membecs
of its clty council, for example, here are the facts in tabulay form, What they sug-
geet is that, in all probabilicy, the property tax has not even yet reached tha limit
of tes potential yield==-chis despite the fact that in the 1966 campaign the winning
cardidates for elective aofflce, both state and local, peeclaimed more loudly than ever
the ghsolute necessity of "holding the line" where it chen stopd,
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TABLE f#.--PROPERTY TAX ELASTICITY IN CITY OF LOS ARGELES, 1957-1958 - 1966- 19.5}11-"

Fercent

Tax Rates® 1966=1967 1957-1958 Chanae

For ity £3,08 §1.88 +10.T%
For county 2,39 1.52 +2&.1
For echools 4,33 3. 14 +37.7
For Flood Control District L 29 +44.0
For Metropolitan Water Districec L A8 =22.3

Total £9. 34 §7.40 +i6.1%

*Par $100 of assessed valuationm

It i8 impossible to estimate the precize effece of these rates on the taxpavers
af the City of Loa Angeles becavse wuntil ag recently as 1963 the "percencage of full
market value" ak which the county &8sessor wiasd free to compule aggessad waluation
eénabled eouncilmen (and alge county Supervigors) to play a kind of numbers game In set=
ting the tax rate. Throughoot the county (And the state) efforts are now being made to
equalize local assessments as nearly as posglible at 25 percent of market value,

Socipeconomic Factors and 'I‘l:-=|1.|:1u-1-g"'I

latio

Agg.==In 1960 the median age for males In the Los Anpgeles-Long Beach SHMBA
(which then alse included Orange County) was 30,0 yearz and for females 31.8 years.
For Los Angeles County alome the corcesponding medigns were 30.5 and 32.6. The ex-
cremés amomi the communities for which staeiscics are available were, at the baottom,
14.5 yeire for males and 17.8 for females in Watts and, at the top, 46.0 yaars for males
and 7.4 for females in Beverly Hills. For the year 1945 statistics ate avallable only
for Central Log Angeles (city), for Watts and for East Los Angeles (unincorporaced ter-
ritory}. The Watts figures hod changed to 13,8 years for males and 17.9 for females,

A5 for Central Los Angeles, heavily Wegre, the 1960 census Found the median
ages for males to be 31.8 years apnd for females 32,3, By 1985 these Figures had
changed to 28,8 and 33,8 respectively, indicating a widening gap between the sexes,

East Los Angeles, dominated by people of Merlcan extraction, changed during these same
flve years from a 25.1 year median for males and 24.9 for females to medians of 21.B and
23,6 vears reapectively,

Foar several other représentative commnities in the area, the range in median
ages in 1960 was of this oxder:
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—_—hEE 000000 _Males = _Females

Long Beach 0.9 yes. 3¥.0 yrs.
GClemdale 6.9 41,4
Fasadena i&. 6 4%.0
Pomona ) 5.2
Lakeswoasd 25.1 26,7
West Covina 25.0 6.1
Baldwin Park 2467 25.5
Pleo Rivera 25.1 25,4

Bage.--In the year 1960 the races within what is new the Los Angeles-Leng Beach
SMEA fncluded 5,453,866 whites and 584,905 others of whom the great bulk were Negroes.
Central Los dngeles cicy had 5,542 whitzu, 15,970 Wegroes, and 1,855 others; Watte
4,206 whites, 29,516 Hegroes, l.11.-|1 279 pthers. At the other extrems, Beverly Hille had
whites ﬂndm‘ln;tl‘ng at 30,057 compared with others numbering only T760. Pasadena, how=
ever, was daefinitely beglnning to experience a Hegro influx: 96,440 whites and 17,967
others.

Mo 19465 data are available other than for central Los angeles city, Watts, and
the unincorporated Mexican-American community known as East Log Angelea. The 1960 sta-
tlstics for several representative communities within the area were as follows:

Ei 2] H'hj: [2=1 Other
Long Baach 32%,399 Lis, 769
Glendale 1148, 868 574
Fomond 65,976 1,181
Lakesaad 66, 91 135
West Covima ak, 397 268
Baldwin Park 33,647 30
Pico Rivera LB, 923 227

Begarding the three "problen areas" om which data are available For both 1960
and 196%, here i8 how their racial composition changed from 1960 te 1565:

1963 160
ArEd Wnite Hagra Others Hhite Hepro Othats
Central Los Angeles 3,140 11,780 S a,862 15,570 1,855
Watts 2,900 26,990 1o &, 206 15,516 279
Eaig? Loz Angelea &7 0ED 7 2,270 70,6801 2,111 253

Perhaps the most significant fact Co be neted from these figures is that in all thres
areas both white and Hegro populations have declimed, WwWhat 4s particularly important,
howewer, in the case of Central Los Angeles and Watts is that in both cases the ratis
of whites to Hegroes hag also declined=-from 34,7 whites to 26.6 per 10D Negroes in the
one cage and from 1%.2 o 10.7 in the other. DBoth areas are ¢learly cending ©o bacome

Megro ghattoas.

Az for EBast Los Angeles, its tocal population has alse declimed but here, too,
ong finds the tendency toward ghettodism, though in this case for Mexican-Amcricans.

32



Botween 1960 apd 1985 the number of whitas with Spanish surnames inereased £rom 51,156
to 56,600, And of these, the mmber born in Hexico jumped £rom T8, BIE to B4, 220,

OE off.==Within the limits of this report it is possible to present only a
few statistice pertaining o dilfferences in occupational patterns, particularly within
the Los Angeles-Llong Beach area, Thanks, however, to the availabilicy of the " Community
Economic Profile" compiled by the Office of Ecencmic Opportunity, several significant
comparisons can te made betwesn conditions in this SMS& and chose inm other parts of the
COUTETY .

To begin with, 4%9.0 percent of the people in the labor force in Los Angeles
County were engaged in white collar jobs in 1960, a record macched by only 3 percent of
all the countias in the United States. Another basic fact is that the proportion of
mates in the labor force fell in the decade 1950=60 fyom 78.2 o 65 8 percent while for
the country as a whoele Lt fell from 78.7 percent to &7.2. As of 1964, the latest year
for which dacta are available, less than 1 percent of the labor force was engaged im
eicher the industrlal categery of agriculcure--forestry--fisheries or that of mining;
6 percent were engaged In construction; nearly 36 percent in manufacturing; & percent
in traneportation, ukility apd sanfitary services; 8 pereent in wholesale trade; 18 per-
cent fn retail trade; 7 percent io finance; and 20 percent in services.

Hore aspecifically, of the 97 major classifications within the standard Indus-
trial classificacion system, the largest number of workers in the county were--and
probably &till are--employed in the praoduction of transportation equipment, the next
largest mmber in sating and drioking establishments, and the third largest in the mano-
Facture of eleckrical machinery and equipment;

Housing: Quality and Owpership

Adedquasy, ==Housing within the Los Angeles-Long Beach metropolitan ares wvaries
Ereatly sccording o the statislics awallable lor the local communities selected For
sEudy., Im 1980 {(Orange Coumty was then included in the SMS5A) conditions were about as
indicated in Table 9. (Gross rent consisce of the amount paid to the landlord plus the
utility ard heating costs paid by the cccupants of the dwelling.)

Differences in median gross rencs are easily discernible. Hand in hand, as a
rule go the nusher of people par room e oa housbog it the higher che rent a Family
pave, the more space each individoal uwswally enjoys. There are, of course, exceptions.
In Lakewood, for example, where the 1960 median gross rent of 2113.00 was considerably
higher than the average; a persom apparently would have less space. However, rooms In
that newly-built area may be somewhat larger chan in older sections of the county.

Most of the structures in Lakewood were less than ten years old at the time of the gur-
vey. dts median family income of §7,600 was alse higher than Che SMSA medien of 57,073,
In Watcs, where median gress rent was nobticeably lew, 563.00, croseding was somewhat
above average amd residences were largely of older wintage.

Comparable data for 1965 were awvailable only for Central Los Angeles, Wacts,
and East Los Angeles. Here are some key figures:

lc
Median Persons Per Boom Condftion Withim Within
GECas Tp Up 1 and Deterio= Dilapi- La 0
Area Bent o 1/2 £o /4 More  Sound _gatiog _dated  Years Years
Central Los
Angeles 572,00 2,880 1,010 FED 2,880 2,790 100 530 5,430
Watts T, OeD Z,650 1,040 1,380 6,010 L.ElD 340 1,220 &, 220
East Lo=
Angelos 7700 &, 480 3,790 4,700 15,120 4,940 1,500 2,200 G, 630
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What they suggest is that the people in these low income areas managed to improve the
quality of the housing slighcly during the sarly Sizties, On the other hand, they were
faced with having to pay higher gross rents oot of very limlited increases in family in-
Come .,

Home {rmership.--In bygone generations when wealth was larpgely in the Eorm of
land and bulldipgs, home owmership had an importance far beyond whdat it has En concem=
porary society, For famdlies with assured incomes, the comforts, 'pl-EE.E-I.l!L'EE: &nd conva-
nignces of modern apartment living are such that many people who could afford te buy a
residence nevertheless prefer to rent one., Ewven in affluent Amevica, howewver, thay con-
stitute so small a fraction of the total populatisn that home owmershlp resains an im-
pertant clee to the economic well-being and social and political health of & communicy.

What is ofcen called California-type financing has supported an enormous build-
ing bexom in the Los fnpales metropolitan area in the postwar pericd, and has also en=
couraged proportionally more families to comnit themselves to the purchase of a home
than ar anmy time since the Depression of the Thivtles. The result has been that by 1960,
54.6 pereent of all housing units in the Los Angeles SMEA wore “owner=occupied,” the
corresponding figure for the cenmtral city being 46,21,

While it would easily be possible to compile tables showing in detail how ehe
pattern of home owmership in all of the low income and minority commmities compares
with that of Los Angeles itself, one can get a clue to what the critical disparicies
are like from & few 8imple Factsz. In Ceatral Log Angeles enly 20,1 percent of all
housing unité were owner sccupled in Movember 1965, and in Wates 30,3, In neighbocing
Willowbrook, on the other hand, 53.0 percent were Lived in by their owners, 85.1 percent
of them nomwhite, which in this instance i% Eo say Negro. Here is clear evidence of a
desire for ownership and it is doubtless accompanied by some pride of ocwnership, too.

Whnat iz no less striking--but on the other hand discouraging==-is that home
ownership in East Los Angeles, the largest Mexican-American community in the County,
appears to have declined duriong the early Sixcies. In 1960 che percentage of owner-
ogcupled homes in chac area was 38.8; by 1965 it was dewn te 35,1,

Land=Use Patterns

Ho systematlc inguiry into the land-use pattern of Los Angeles County has been
made since 1941 and the task is so prodigious that the Regional Flamming Commission
does not expeet to complete another one wntil 1970, Under the elecemstances, the only
chservations to be made here are that, except for the mountainous terrain and the desert
north of the San Gabriel range, much of the open space still awvailable at the close of
World War IT has beaen zoned during the past 2! years either for bhomes, factotries or
shopplng centers or for streets and highways.

While there are seill encugh scres devoted to poultry-raising, dairwing, fruit
raiging and truck gardening to enable the County to hold onto its vecord of being one of
the leading agricultural counties in the country, there can be no doubt that the pattern
is chmt!.ng. Homes, schools, streets, parks, highways, markets, factories and occa=
#ional large open spaces, this is the land-use pattern that seems destined to prevail io
the Los Angeles-Long Beach area tomorrow-=-and unlortunately not alwaye with the best
proportions or locations edcher. Some 18.5% percenc of the land in che County was still
devoted to farming io 195%, but this was 35.6 less than the acreapge that had been under
cultivation just five wears earlier and there is ne reason for suppesing that the crend
has changed.
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Income Levels

Actording to the 1960 census, median family incomes within the Long Beach=Los
dngeles area varled betwsen 53,584 in Waces eo $16,728 in San Marino. Most of the other
repregentative commumities for which information is available, had median incomes per
family in the $6,.300 to $6,500 range, 47,073 being the median for the SHS& as a wholae,

For 1963, figures are avallable for only three communities: Central Los Ange-
les, Watts and East Los Angeles. In Central Les Angeles the median had fallen in five
years from $4,009 to $3,743, though this may have been because of an increase in ite
Kegro population., During this same five-year span, however, the medion rose from 53,584
te £3,803 in Wakts, which aléoc acquired a larger number of Negro residents. A8 for East
Log Angeles, 1t showed a gain, 1if thet is not too strong a term, from 55,308 in 1960 to
$5,305 in 1965.

Eetail Sales

That the Los Angeleg-Lomng Beach area shares fully in the prosperity of Cali-
fornia becomes evident at once upon exmmination of the flgures for retall sales. In lts
Community Economic Profile;, the 0ffice of Economic Opportunity estimated that I;lut}r
amounted, in toto, to $12,062,516,000 or 51,7%% per capica, $300 above the national aw-
erage, Only 8 percent of all the counties in the Uniced States enjoyved an equal o
higher sales voluma per capita,

These are the proportiens in which sales at retail were apparently divided lasc
yvear: [ood stores, 21 percent; eating amd drinking places, 10 parcent; general mer-
chandise, 1B parcent; apparel, 5 percent} Eurniture; & percent; avtomotive, ZF percent;
gasaline, 7 percent; lumbar, 3 percent; drugstores, & percent; miscellaneous, & percent,
411 of these ratios codncilde rather clogely with those for retall purchases in the
country as a whaole.

Employment and Commuting Fatterns

Taking Los sngeles Cowmty as a whole, those employed represented 9%.2 percent
of the labor force according te the msst recent complete count awvailable, namely the
1560 decennial census of population. This meant that the rate of upemployment in the
area, 5.8 percent, was slightly higher than that for the natlon as a4 whole, 5.6 parcent.
Belatcively, however, the situation had improved markedly over that prevailing in 1950,
Ten years earlier Los Angeles County had 7.3 percent of ics libor force umenployed
while the rate for the United States as & whole was only 5.3,

Ho up=to=-date report L awvailable showing how the labor force in the Los
Anpgeles-Long Beach area is divided aceording to fndustrial classifications, governmant
service, amd the professions. The best that can be done 1 to Indicate with reapect o
business and industry how their employess were allocated during the first quarter of
1564, Here are the summary figures: agriculture, forescry and fisheries, less than
1 percent; mining, less than 1 percent; contract consttuction, 6 percent; manufacturing,
36 percent; transpartation, utilities and sanitcary services, & percent; wholesale trade,
8 percent; retail trade, 17 percent; finance, Lfnsurance and real estate, T percent; ser-
vices, 19 percent.

what 1s dowubtless of far greater significance, howevar, from the standpoint af
serlous fiscal disparities among the various communities within the area & the pattern
of m-piumnt--qnd comrmting=-in places like Watts, Willowbrook and East Loz Angeles.
Here are some of the important findings of the special census caken In the South and
Eaat Los Angeles areas in Fovember 1965,
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TABLE 10.--EMPLOYMENT AND COMMUTING PATTERNS IN SOUTH AND EAST
L5 ANGELES ABEAS, APRTL 1960 AND WOVEMBER 1965

\Il:ttl Eas2t Log .H.:n.Eltl.
lﬂﬁﬁ 1960 1965 126D
Hales
Employed 3,350 L, 726 13,560 16,075
Tnemployed 510 271 1,060 1. 4%0
Ratio:r U to E .152 203 .078 092
Females employed 2,060 ;863 T.020 7,397
Placa of work
Los Angeles countcy 4 G50 6,538 17,780 21,378
Othar 10 16 L50 163
Private transporctation
or car poal 3,740 &, 663 12,930 15,612

From the standpaint of the men In the labor force being able to get some kind
of & job, the data i Table 10 Iindicate that conditions in both of these depressed arcas
had lmproved slightly between 1960 and 1965. Whether they really had improved, howewer,
depends not g0 mich on what happened to the unemployment of Negroes and Mexican-
Americand a8 to thelr underemployment, For this is where they have suffered the great-
edt discrimination--or at least think they hawve. Hore than anvthing else, the poliey
that needs to be emphasized 15 one of making sure that every person has a falr chance
to gek the best job be is prepared teo handle.

Edugational Achigevement Lavels

A8 of 1960, the U.5, Bureau of the Census reported these basic facts regarding
levels of formal education smong people 25 years of age or older in the Los Angeles-
Lomg Beach area.

Huaber of School Years Completed

1 ta B of
Elementary 1 to & of
Flace Hone Schoal High School Median

Los Angeles county 56,424 BTG, 407 1,752,105 1x.1
Los Angeles cicy 33,815 469,000 BZ5, 000 12.1
Central Los Angeles 1,002 7:356 Z,094 B4
Long Beach GR7 40,233 109,241 12.1
Glendale 431 14,507 35,927 1z.3
Fasadena 586 17,247 31,633 12.4
Pomona 357 9,183 1E 400 12.1
Baverly Hills 309 3,581 9, 704 12.7
Lakewood 61 3,831 10,440 12.2
West Covina L5 3,054 13,3492 12.5
Baldwin Park 208 5,854 B, 164 13.6
Pico Rivera 367 6,464 14, 678 11.5
Watts 598 5,775 2,430 o,2
East Los Angeles . 729 17,189 5,834 8.7
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Comparacive data are available for only three communities in 1%63--Central Los
Eu:'liEllEli, Watcs and East Loz Angalas.

Fumber of Schoal Years M'lztr:d

1 to B of
Elementary 1 to & of
Place Wome Schaal High Echool Madian
Central Los Angeles 390 &, 200 1,640 4.9
Watts 450 &, 360 2,320 4.7
East Los Angeles 2,600 16,150 5,380 3.4

Incidence of Crime

It goes without saying that the occurrence of crime within & metropolitan area
dapands wpen & whole series of factors--the rational and emotional makeup of che crimi-
nal, the temptations of pressures he may be under, bis impulse or caleulation regardiog
cime and place (which in turn often depemd to some extent upon hisg means of transporta-
tion and communication), whether he acts aleooe or is teamed up with others, and, finally,
the size and wigilance of the local police force. Every commmity represents some com-
bination of conditions and circumstances conducive to anti-social behavior and the
various municipalities in the Greater Los Angeles area are no exception.

The nature and frequency of criminal activity may change from place to place--
and this can make a big difference in irs teme or social climate=-but po communicy will
be free from worry on this sgore. ALl that can be dope within the limita of this report
is to pive a general picture of the kinds and numsbers of felondes committed in Los Ange-
les County a8 & whole and in some of it representative communities Inm 1965, supple-
meated by raw Cigures on juvenile arrests for major and minor of fenses,

Table 11 presents this statistical picture in summary form. One of its limi-
tations 1s that scparate figures are not available for the “contract cities." The rea-
son for this is that they buy their police service from Los Angeles County and, in the
reports lssued by the State Department of Justice, their statigtice are included in the
data reported by the sheriff's affice for the county zenerally. I:S:puratlz figures
could, of course, be obtained from the contract cities themselwves but nmot without in-
convenianca. )

Tabkle 1} supplements Tabla 11 by indicating the incidences of crime within the
central eley of the EMEA, the data again pertaining to the year 1965, Perhaps the main
comeent that needs to be made about it 18 that Police Ddvision Mo, 1, Central, covers
roughly the area which has been refereed to above as Central Los Angeles and that Divi-
sion 12, the 77th Street Division, includes Watts, Divisioen 3, University, like No. 12
includes some of the poorer sections of the city, 5o does Division 4, Hollenback,
which borders on the unincorporated Mexican-American community known as East Los Ange-
les., MMwvision 13, Hewton S5treet, includes a sizable manufacturing district bordering
on Vernan, the factory enclawve. Altogether there are 15 divisions within the central
city but since there is no longer a Ho. 2, their numbers run o 16.

AFDC and 045 Caseloads

Succegd bogets success and fallure begets failure. The fiscal disparities
gnglyzed in the first section of this study reflect by and large the hard #ocial reali=
ties undarlying the political-governmental organization of the different parta of the
area as a whale, One of those hard realities conzists of the number of elderly pesple
in a commnity who must depend on charity, either in whole or in part, to meet thelr
daily needs. In California the needy aged who are unable te sacisfy the residence
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SMEA
Sheriff's Office

Los Angales
Lang Beach
Glendale
Pasadera
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Bawarly Hills

Falosg Verdes Estates
Zar HMarino
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Baldwin Park
Pico Rivera
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Vernen
Competoe

Hermopd Beach
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TASLE 11.--FELONIES AHD JUWENILE OFFENSES COMMITTED 1IN THE LOS ABGELES-

LONG BEACH METROPOLITAN AREA, 1965, BY TYFES AND BEFORTING AGENCY

Seven Major Felomy Crime Repogts
Willful

Total Hemicide Robbory Asmmult Burglaey Thale
197 084 420 12,912 15,835 LO5 B85 16,987
£0,857 a0 2 004 3,674 0, 465 2,554
101,265 LG 8,014 9,313 50,771 9, 502
G, TaT 17 TiG 427 &, 939 ang
1,851 I &a = 1,111 L
2,599 i 116 173 1,556 201
1,535 L 1.1 24 &6 1idy
&h2 1 ik 5 240 7
112 - 1 k| 174 L&
g = - 1 i i

* ) & " " "
1,051 1 24 39 055 s
&48 1 EF 4 510 &7

* - ™ - - *

* - - " ] L
123 - | 1a at U

* & & * ™ &
542 1 L4 L5 j1g 32
176 - 1 2 135 Ly

+* ® = & ™ &

* " W W - "

*Tata for chese citles included in Sheriff's 0ffice figures,

Auto
Thaft

42 826
753

22,136
2,503
508
511
373

108
L6

217
1eedi

W
-
106

&

Forcible
HAEE

2,210
503

1,268
113

7

38

13

Juwr

Major

19,3481
4,114

8,456
B33
143
3G
la6

a8
59

—
e
=

1=

Mimsr
16,418
1,363

4, 593
1,157
33a
Tla
a1

%
3
6
*
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TABLE 1i.--RELATIVE IWCIDENCE OF CRIME WITHIN THE CITY OF LO3 ANGELES, 1965,
EY POLICE DIVISLOW, BY TYPE OF OFFEMEE, AWD BY POLICE CDST PER cAPTTAL%

(Percent)

huto Foreibla Police Cost

vis Homicide Robbery Assaule Bupglary _Theff Thafc —Bape _FPex Capita
Central 13.7% 17.Z% 10.6% B. 6% 10.2% 11.8% B.O% SEQ.ZE
Universicy 8.8 13.5 12.7 2.5 7.6 103. 46 15.2 6.7
Hollenbeck 5.6 3.1 5.7 1.0 3.0 5.2 2.9 0. 16
Harbor 2.8 3.7 4.9 [ 4.0 4.2 1.5 21.55
Hollywood 3.2 - 4.0 i E.3 8.0 8.0 2171
Wilshire 10,1 11.7 Hab 10,5 10.7 g.6 LL.6 19,40
Wast Los Angalas 2.0 X.0 0.9 5.2 5.3 5.2 3.9 13.15
Van Huvs 1.6 .7 .8 L 8.5 5.2 3.9 13.76
Weat Valley 1.6 e 2.4 7.6 8.9 5.5 3.5 8.51
Highland Fatk 1.6 2.1 2.8 3.3 1.2 3.2 2.5 14.79
T7eh Strest 22.9 18.0 20,6 11.5 B.5 14.7 18.7 27 .85
Hawkton 17,3 10.2 131.4 4.9 4.2 7.7 10.5 159,25
Vanlea z.D 2.6 1.5 3.1 f.6 B o i 3.4 13.22
Herth Hollywood 3.2 i.3 2.5 5.6 5.0 3.7 3.3 14,31
Foothill 1.6 2.0 5.1 5.5 5.2 3.9 .1 10.92
Cigy=wide* g6 199.0 10,0 Loo.n iog.o 100. 0 100.0 521.21%



requirement g2 on general rellef (GR), but the vast majority are handled by what in thie
state i called mot old age assistance (OAA) but old ege securlty (DAS).

The other major group of pecple "on welfare" are needy families with deperalent
children and even in prosperous Southern Califernia theilr number is legion. The program
which has been sct up to mest thelr needs used to be called aild to needy children (ANC)
of aid to dependent childeen (ADC),. Some years age, however, 1ts name was changed to
“aid to families with dependent children'" (AFDC) and the case loads for this pregram
serve as 4 valuable yvardscick with reference toe the [inancial strength of & community.

Unfortonately, from the standpoint of the purposes of this study, the county
Bureau of Public Social Sexvices heeps its records by administrative districts estab-
lighed for its own purposed rather tham by incorporated commmitles. Since the Bureau
uges only 20 districts for the whole of Log Angéles County including the central city,
many of them include two or more citles--éxcept theosec within Los Angeles itself. Given
these circumstances, the best that can be done is to select a few digtricts which coin=
Gide with some substantial part of some of the commmities selected for analysais in chis
report and show what their OAS and AFDC caséloades are. {The figures given are for Hay
1967.)

Te ponder the implications of these figures even for a moment L8 to understand
which ara the more stable cosmunities and which are the lessa. Clendale, Pasadena, Long
Beach, West Los Angeles and Metro Morth with thelr relatively greater mumbers of elderly
peopla living om old age secyrity ape long settled and quite stable areas. But the
HMetro South and Southesst Districts within the Cley of Los Angeles with their high load-
ings of families, malnly Megre, needing aid for dependent children are anything but
stable. Conpequently there is always some degree of social unrest in these areas,

Within the El Monte District, which is one of great size geographically, there
are boch porentially trouble-laden citfes like Baldwin Park as well as relatively serenc
little commmities like Claremont. It is impossible to fay anything about the district
a8 & whole other than that it is miwed in character.

TAELE 13.--0A5 AND AFDC CASE LOwDS IW SELECTED DISTRICTS OF
LOS ANGELES COUNTY, MAY 1967

Disgrict 045 Case Load — AFDC Case load

Hetro Horth (Central Los Angeles) 18, 08D 5,485
Hetro Socuth [(Central Los Angeles) 7,580 16,030
Southeast, including Watts 11,431 12,268
West Los Angeles, lncluding Weste-

wood 4,038 2,289
Long Beach 11,416 4,127
Glemlale 5,424 1,401
Pasadena b, 619 1,792
Belvedere, including Pico Rivera

and East Los Anpgeles 5,B94 &, 601

Ll Monte, including Baldwin Park,
Claremont, Industey, FPomona,
Walnut, West Covina 5,894 b, 552
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FACTORS AND FORCES AGGRAVATING OR LESEENMING INTERGOVERNMENTAL DISPARITIES

Policies of California State Govermment

Under the Federal Constitution, the states hawe always been wested, not merely
in theory but alse in practice, with plenary power to organiee local gowernment within
thelr boundaries, Legally, therefore, it is the State of California and specifically
iteg sugcessive Gowernors, Courts, and above -E.].l, ice I.Eglllﬂ.tl.ll‘tﬂ- who arée to blame for
whatever troublegome fiscal disparities there may be among representative communities
and school districte in the Los Angeles-Long Beach metropolitan area. For, having the
power to decide how all the functioms of lecal govermment should be handled, it could
have decided to handle all of them itself--which is what & few cynics suggest 1t will
wind up having to do some day unless it prwidn; the counties, cities, schools and spe-
cial districts with the additional financial help they oeed to do theilr work propercly.

But enly in the contemplation of law does a government ever begin de nove.
When California wag admitced to the Unien, the American Eederal system was already 60
yedarg old and many precedents had been established. One of the stromgest of these was
that, partly for greater convenience with regard to the adminigtration of its own gen-
eral policles but alse as the basis for a system of lecal rural government, all the ter-
ritory aof the state should be divided inte counties. Los Angeles was one of che origi-
nal 27 counties established fn 1869=50 and, when first formed, included wmost of Scuthern
California betwean Sanca Barbara and San Diege, an area of approximately 31,000 square
mileg, Thus if intervening generatlons had had the imaginatlon to visualize coming de-
velopmnentsd and the wisdom to s&t wp branch county offices insvead of gplitting off
flrst cne piece and then another to form new counties, this huge urban agglomeration
would even now have a general-purpose unit of local govermment which it could use in
myping with metropolitan problems. (There are, of course, a dopen reasons why they
pecceeded as they did--but it 1s foteresting to speculate about the utility of such a
huge county in this avea today.)

Another precedent wag that people living in a single neighborbood or localicy
and nesding more services than the coonty could readily provide should be free co ln-
corporate as a ¢ity through which they might, at their own expanse, arrange for police,
fire, street, sidewalk, water, sewer and lighting service under thelr ownm control,

A third precedent was that immediate responsibility lor public education should
e vested in small laocal school districes whose boundaries meed have mo relation with
those of cities in the same area.

It was understood that all these types of wnltg==rural , urlan, and schogl==
would be under the supsrvislon of the scate itself. Yet there was aleo considerable
emphasis on local self-geveroment, on the proposition that democracy begins at home,
and this was full of meaning in a4 state with millions of acres of cheap land. So
gtrong indeed was this sentiment that when, in LET9, California adopted its second {(and
present) constitutisn, it followed the lead taken by Missourl four years earlier and
offered all cleles having & population owver 100,000 the privilege of home rule, namely
the right to draft their ownm charters, Subsequently this was extended bo all cities
owver 3,500,

Municipal Develospment

Time precludes anvthing like a systematic historical review of the evolution of
gtate policies toward municipal development that have eased o exacerbated the prablem
af local fiscal disparities, but these are the main influences that have been at work.

.==In the beginning, the Legislature often provided for the in-
corporation of citles by special legislation, but the evils eccaglonally accompanying
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such action led to the inclusiom in the Comstituclon of 1B7Y of a section stipulating
that the Legislature should provide by general law, and omly in that way, for the crea-
tlon of cities. Since that time at least, the basic assumption has been the: whenever a
ma joricy of woters in an uninecrporated ares containing a minimum of 500 inhabitants and
following prescribad procedure indicate a desire to incorporate as a munleipalicy, such
an action will be in the public inkerest.

Thoae who take the initiative in circulating the necessary petitlon for an elec=
tion and those who vote for incorporation may or may not be motivated by genuine com—
munity spirit, The crucial point 15 that the leaw seems to make a presumptlon to this ef-
fact. The members of the county board of supervisors, who must decide whether to grant
of deny the petition, may inquire inte the motives behind the effort to lacorporate but,
if all the procedural oleecies have been observed, they inwvarfably authorize the elec-
tion.

The net of all this is8 that the process of incorporation in Califoernia has, un-
til recently, vended to ba much Eod loose,. The gtata's Fafilure to have formulated a
clear; sobatantive definition of a elty and 1ts unrealistically low population vequire-
ments have permitted the incorporation of "communities” whose operations, as Crouch and
Dinerman note in Sguthern Califormia Merropolis, “}n no way resemble those of a "ecley’
in the tradictienal, accepted sense of che tern, "LE

Stanley Scott giv?s an even more astringent descriptien of seme of the traves-
ties that have cccurred:si

Cities have been Incorporated which have more cows than people, and
for the purpose of protecting daivy farme against pubdivision and
higher levels of musleipal caxaeisn. Ome city's thereughlares ars
privately owned (with) access under guard. Ancother city consists pri-
marily of cemeteries, hag fewer thon 300 (living) ivhabitants, and de-
rives moat of letsa revenues from burlal fees. Certain citles were able
to meet the population requirement for incorporation only by counting
persons residing in motels or patients in samataria.

Some cities are enclaves of extvemely waluable Industrial propercy,
whose chief functiom is the ayoidance of taxation and other public
regponsibilicies. Other cities are enclaves of poverty, some having
ag little as one-third (of) the state-wide asverage per capita assessed
valuation of munlcipalities.

Local Agency Formation Commissions.--Criticism of shoddy incorporations of the
kind fjust desceibed led in 1963 to the adoption of what, after four vears, wears tha
appeatance of 4 major reform. Declaring its purpose to be "the discouragement of urban
sprawl and the encouragement of the orderly formacion and development of local govern-
méntal agencies based on local conditlens and circumstances," rthe Legislature orderad
the establishment in each county of & Loeal Ageney Formation Commigsion (LAFCO), and
charged it with centrolling the proliferation of local govermments in that county. He
néw clty or speclal district can be established without LAFCO approval.

Each commlgsion i composed of two county supervisors, two members chosen by
city councilmen from ameng thelr number, and a fifth or public member chosen by the
other four. Each commission normally meets once & month and veviews all applications
for the formation of new cities or special districts. Oollactiwely they tvled on 5,000
applications during ethelr firet three years (1963-86) and the California Intergovern-
mental Council on Urban Growth reported in 1966 that, by and large, they were finding
their role and working constructively, reflecring many proposals to the county planning
commlaglon for advice before taking action, likewise conferring when appropriate with
LAFC s adjoiping counties. As an indication of what these commigzlons have accoms
plished by way of slowing dewn the incorporation of now citles, mot one single new
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municipality was created in Calfifornia betwsen August 1, 1966 and July 1, 1%67--an un-
precedented record for the period gince World War I1.

5 +~=The only case in which a city may openly initiate proceedings For
the apnexation of a plece of territory is that of a piece of uniohabited territory, an
areg adjacent to 4 clty and having less than twelve registered woters. Otherwlse the
initiative must be taken by oot less than one-fourth of the owmers of the land proposed
for annaxation. Should cvmers representing half the valee of the land file written pro=
tests, the eiforc fails, Otherwise the counci]l may annex the property by ordinance.
Much of the municipal expansion which has occurped in Scuthern California since World
War IT has bean chyrough ammexation of such uninhabloed territory, a good deal of it as
the result of quiec negotiationa between land developers and city councils.

Copsolidacion.--Up to 1909, Califernia had no procedure wherehy one already es-
tablished city might consolidate with another. At that time, however, Lo Angeles City
becane keenly inters=sted in having as many a8 pessible of the neighboring suburbs merge
their lot with hers. Twe congiderations wete dominant. In the fivet place, the leadara
of the central city knew that it could never win a big place in the sun unless through
a large stretch of "eerip annexation” and consolidavion with Wilmington and San Pedro it
could acquire a blg seaport., In the sscond place they realized that, depending on i
quickly and fully they exploited the wast znlargement of their water supply wia the
wens Valley aqueduct destined for complecion in 1913, that costly venture could either
turn out to be a good investment or Come A CEOppeT,

Working with the Legislature they sscured in 1909 the enactment of a statute
making congolidation poggible when approved by the woters of both citles Inwolwved. This
accomplighed, the city proceeded with its plams aod, over the next 23 years, ten suburhs
consplidated with Los Angeles. ({(Therz have been none since 19317

199 Wilmington 1923 Eagle Rock
Ld%  San Pedeo 1935 Vepice
1917 Hollywood 1926 Watts
1922 Sawtelle 1537 Barnes Cicy
1923 Hyde Park 1933 Tujunga
Epecial disgrict fommation.--Califormia has been alert for half a céntury ot

mora to the potentialicies for easing, 1if not solving, metropolitan problems through
the device of creacing specisl districts of various kinds--single purpose and multipur-
pose; county-wise, ilntra-county or malti-county; governed by thedir own boards or gow-
erned by other olfficers, e.g., boards of supervisers, serving ¢x offlcic; created by
the Legizlature lteelf, created by county boards of suparvisors under explicit authori-
wation from the Legielature, or created by the people themselves acting in accordance
with a gensral sratute.

The newest special disteict, and sne of enormous potential significance in
comnection with secvices affected by fiscal disparities is the Scuthern California Rapid
Transit District (BT}, created by the Legiglature as the counceppart in this region of
Bay Aresa Rapid Tranaic (RART) in the San Francisco-Oakland SMSA. All it i= doing now is
operating the buses taken over from the former Los Angeles 'H-l:r_'r:-:rpul:l.tﬂu Transitc Au=
thority (MTA) which provide the anly public transportation awailable within the City of
Los Angeles and likewise the cheapest and most frequent bus ssrvice between the centbral
city and the key clties in the neighboring counties of Riverside aml San Bernapding.

But it is making intensfive cost and engineering studies looking Eo the construction owver
the next eight-ten years of 4 eystem of mase rapid transit connectlng all the more
densely secCled parts of the area,

Interlocal contEasting.==-Intergoveraental contracts on the local level have a
long and veluminous history in Califoraia, the state having recognized the need for
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arrvangements of this kind as sarly as 1893 when Lt authorized cities te transfer to the
county the functions of tax assessment and collection and negetlate agreemsnts for redim-
tursement of costs. In 1203 cities were authorized to work out contracts with each
ather Lu-nklng, to cooperation im the solution of such problems as water auppl*_,r, fire
fighting, streat cleaning, and park irrigation. Tn 1913-15 cities ware autharized to
transfer still other functlons to the county. And &n 1935 the Legislature authorized
cicies and counties to negotiate general intergovernmental contracts for minimem Cerms
aof five years.

t c —-Manrien should alao ba made of the passapge by the
Legislature in 1921 of che Joint Powers Act. Drafted in racher broad terms, this mea-
sure permlits & county, cliy, public diserict or corporation, the state icself, or =zmy
Federal agency operating within California te esnter into an Intergovernmental agreement
for the |oint exercise of powera. One of ite Ffiret and most valuable uses was to make
it pagaible for all the sanitary districets in Los Angeles County to arrange with one
district to adninister a joint-district county-wide sewage disposal svatem. This arc-
rangement continues o the present day and by common consent vepresents one of the great
succanges of interpovernmental cooperation in the Los Angelas Mtrﬂpﬂlitaﬁ HPed,

State-loeal Division of Labor

Generally speaking, Califoroia has a clear amd sensible divislon of responsi-
bilicy between state and local govermments; and among local govermments themsalwes Cor
provigion of the public sexvices, There are, co be sure, a number of Imporcant "spill=
over” areas but only 4f misunderstandings are compounded by tough financial problems is
the tension even likely to become severe. Here i{s the division of labor between the
two levels limited to those functioms fovoelving serious danger of overlap.

— State Functions Dverlap a c 5
Agsesament of public utilicies - assessment of all other propecty
Collection of sales and use taxes - Collection of property tazes
Higher educacion Junior colleges Public oducation

Highways Freeway routing Streats

Highwuay patrel Freeways In cities Tralfie repulacion

Health research Mantal health Health servies

Supervigion of welfare = fAdministration of welfare

Sch Cons a

Ever since World War II, the cost of public education has been skyrocketing in
Califernia, parctly becavse of inflatiom but mainly because of the burgeoning school
population. Inevicably this bhas meant that local commmities have En many cases been
finding it harder and harder to cover their sharc of the coses invelwved. While Gover-
nors Warren, Enight; Brown and Reagan hawve all been concernmed about the plight of the
pooter local districts and have been prepared to support larger appropriations for
gchool ajd, they hays also made it increasingly clear that they ave not willing te sub=
gidipe waste or inefficlency In the form either of unduly small districts or of con-
tinued separation of slementary and high school districts.

Ne one in Eacraments hag been more inslstent on this print than Jessa M. Unruh,
Spedker of the Assembly, Trying to use the psychoelogy of inducements rather thanm pen=
alties, he persuaded the Legislature to vote in 1964 a 515 per ADA increase for all uni-
fied school discrices (offering both elementary and high =chool work) and likewise for
all elementary districts voting "'ves" in an unsuccessful eleccion for unification.
California still has far too many scheol disceicts fer Lts own good, but there have been
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over 20 consolidations during the past decade, This is how the sitvation has changed
in the Los Angeles-Long Beach SMSA in the last 11 years.

1955-56 Elementary T1 High 17 Junior College 17 Unified 18 Torwal 123
196e=E7 1t 40 - 11 oy 11 " 1B N Ll

State Invelvement in Local Fipnance

Frem the standpoint of scace invelvement in local finance, California policies
since 1879 fall into three periods. During the first, 1879-1907, property taxes con-
stituted the chief source of revenue for both state apd local government. Durimg thae
second, 190%9-33, the basic scheme was for countles, eities, schools and speclial dis-
tricts to wae the property tax but for the state te rely on taxes levied on the gross
carnings of privately owned wtilities and of certain businesses operating on a stape-
wide basis. The third and last period began in the bottom of the Depression. This
period, which 82ill comtinues, is known by the revenue experts as that of the Riley-
Stewart Flan, Mr. Eiley having then been State Controller and Mr. Stewatrt a key membet
of the State Board of Equalization. What it did wag te return peivately ownmed public
utility property to the local tax rolls and to shift state revenue to these main
sources: 4) sales apd uwse taxes, b) personal income faxes and a variety of taxes on
ptate-wide business.=—=' To bring the state revenue picture wp to date, here in Table 14
is the actual recoxd of receipts for 1965-66.

Two other peliclies of the stace government alse have a majer lapact on loeal
finance. Califarnia insugurated in the early 1930's what has since bacome a rather
substantial program of atate-raised, locally=shared taxes. What it amoumEs to ak
present 18 that cities and counties get a share of gas tax and wehicle license revenues
and of &tate vehicle code fines, plus a share of the motor wehicle "in liew" tex for
thi improvement and maintenance of their streects and roads and chae citisg get a share
of tiguor tax and license momeys for the suppert of thelr police forces. ALY of these
ghared taxes are divided among local communities according to populatlom. After allow-
ing chartered citiea Co experiment with sales amd wse ta=es for a member of years, the
Legislature adopred im 1956 what is called the Bradley-Burns kct, It provides a) that
counties and cietles may both lewy a l=cent supplement to the 3- and probably scon te be
4-cent state sales and use tax, b that for the bare costs involved the state will cal-
lect the extra cent amd rebate the money collected on the basis of polnt-of-sale, bat
c} that any municipal tax shall count within ics boundaries as an offset against the
caunty tax.

These two policies and the sizable amounts of money they invelve have bhad cre-
mendous influence on the pattern of wurban development In the Loa Angeleg-Long Beach
metropolitan area, particularly because of the availability in this county of the Lake-
wood Flanm, No one can be sure how many new clties would have been incorporated in Los
Angeles County during the past 13 years I.:I if they had not bean able P count on con=
tracting with the county for neatly the full range of sunicipal services and b) Lf they
had oot been assured in advance of getting substantial sales tax and motor wehicle funds
sithoui Jifcing a finger. But there can be no doubt whatever that the number would hawve
been mach smaller than the 31 which were formed, For 29 of theaa have veed the Lakewsod
Flam. . . .

Deaplte the distortion earmarked subventions from Sacramento sometimes eotail
for local budpgecs, the geperal effect of the state-raised, locally-shared taxes adopted
up to pow hap been good., But it e impossible to say the same thing about the Bradley-
Burns Act. Why? Because as a result of the clause providing chat the l-cent sales cax
receipts be distributed to cities and counties (for unlncorporated arexs), not on the
basis of population but oo the basis of point-of-sale, the process of lncorporating a
new city--which cught to quicken one's civie spirit and signalize the achievemsnt of



TABLE 14.==5TATE OF CALTFORNIA, ACTUAL REVENUES, 1965-1944

{thousands }

Fource
Lol

Exclse taxi beer and wine

Excige taxi distilled spirits

Liguor license fees

Bank and corporation franchise and fncome taxes
Cigarette taxas

Gift tax

Horse racing (pavi-mutuwel) License Eeas

Inherictance tax

Insurance companies eax

Hotor wehicle license £ees (in lieu of
peoperty tax)

Motor wehicle fuel tax: gasoline

Hortor vehicle fuel tax: diesel and liguid pe=
trdleum gas

HMotor wehicle registracion and other Fesa

Motor wehlele transporcacion Cax
Personal income tax

Frivate car tax
Botail sales and use caxes (3 cents)
Other revenugs

Grand togal

167

Ampumt

F

12,606
56,918
14 ,B9B

535,597
74,578

9,955
47,562
113,826
106 , 854

187,251
5la 884
31,220
195 405
17,373
54 625
2,405
1,096,162
210,305

3,580,888



some genuine sense of community--has often degenerated into the taedry business of cog-
tablishiing a meTe tax sheloer,

Local Taxing Fowgrs

As already indicated, counties, school districts, and special districts are
for all practical porposes limited to the property tax. Cities are in much the sam po-
gition, but with these gualifications. Home rule citles may levy any kind of tax not
prohibited either by chele charters or by state law. In additiom, all cicies are free
to lewy separate charges for such services as water, sanitary drainage, o vefuse col-
lection and disposal.

Whether property should beepenmpt from taxation amd, £ o, to what extent are
matters which in Califernia are decided by the state. Some critics of the presemt ar-
rangement argue that, since the state grants the exemptions, 1t shoold reimburse local
cemmunities for the tax zevenues they lose as a vesult, But therse is no real agitation
about the matter, not aven in Claremont, which=-bacauss of the Claremont Colleges, PLl-
grim Flace {(for recired clergymen and missionaries) and three church-sponsored retire-
ment hemss—has an extrasndinacily large proportion of fts assessed valuvation exempts
Table 15 giwves the limite on county, municipal, and school district tax rates and also
the gtatutory lindtations on their borrowing pover.

Local Borrowing Fower

The formal, legal limies on the horrowing power of counties, ¢icies and school
districte are indicated in the eable just referred ko, Bealistically, howswer, the bor-
rowing power of any local unit is goveroed by the relative smount of its assessed valua-
tiom, by it® record of managerial success, and by whatever équity it has in reveme-
producing enterprises such as an electric utility system, For Hoody's ratings of the
repreasentative commnicies aml corresponding scheol - districts el inics 15967 1o
ports, see Tabla 16.

Open Occupaney

Early in this decade the California Lepislature approved the Bumford -Act de-
glgmed to eliminate racial discrimination with regasd o housing. Thouwph Ehe Law was
enforced with moderation rather than fanaticism, many people objected to it and in
15964 they sponsored an inditiative smendment to the state constitution repsaling the
Femford Act and stipulating that a proparty aosmer should have absolute digscretion with
regard to the sale or rental of his property. The inltiative, known as Proposition 14,
passed by Bomething like a 2-1 maloricy.

The resulc was that the battle for open housing was shifted oo the courts.
Believing that Proposition 14 was in conflict with the "equal protection" clause of the
Federal Constietution, ite opponents challenged ice validity before the Callfornia Su-
preme Coort which, in May 1966, declared it es be invalid., The case, er vather cases,
wore then appealed to the .5, Supreme Court by the California Heal Estate Associatdion,
which had been one of the sponsors of the initlative,

By a 5=4 wvote, the Coort sustained in May 1967 the decigion of the California
Supreme Court. This means that the Bumford sct is still in force.
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TABLE 15.--LIMITATIONS ON LOCAL TAXING AND BORROMING POWER
T&X RATE LIMITE PER 5100 0F ASSESSED VALUATTON

Counties: For aceumlative capltal cutlay fund 30,10
For libraty service <30
For exploitation and exposition (&+¢ each) .0
For road funds B0
For flood contral mailntenance 15
Cities (genaral-law) 1.00

School Districes (limits for 1966-67 which could not be exceeded by unified districts
without a wote of the people approving an cverride)

For districts whose current expenses of education for the fiscal year 1963-64 were:

Grades K-12 Graded K-14
600 or more per ADA 81.65 52,00
Legs than $600 per ADA 2,50 2.55

Limitations on Hosded Indebtedness

Counties 5 percent of asgessed valuation
Cicles 15 percent of asseszed valuakion
Scheol districts
Grades K-12 10 percent of assessed valuacion
Grades K-14 15 percent of assessed valuation
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TABLE 16.-=-HOODY'S BATINGS OF SELECTED COMMIMITIES AND SCHOOL DISTRICTS IN THE
L0S ANGELES-LOWG BEACH HETROPOLITAN AREA, 1947

_GiCy Eating School District E‘Eﬂ
Las Anpales As Los Angeles U.5.0, Am
Department of Water and Power Aa Los Angeles J.C.D. A
Harbar Department A
Long Beach A& Long Beach U.b.D. IS
Glendale A Glendale U.5.0. I8
Fasadena An Pasadena 11,50, Aa
Pomoma A Pomona 1.5.D. A
Baverly Hills Aa Bavarly Hills U.5.D, Al
Vernon & Walnut E.5.D. Baa
Claremont A Claremont U.5.0. A
Palos Verdes Peninsula U,5.D. Haa
San Marino UV.5.0, Aa
West Covina U,.5.D0. Baa
Baldwin Park U.5.D0. Baa
Begional Govermment Policies
Urban Developaent

Assunming the word "reglomnal" to mean in this case the whole terricory of

Sguthern California, one could clece only a couple of pleces of tangible evidence of
chere balng semething in the nature of (functional) reglonal government in this area,
but one of then has been of the greatest Importance. This Ls the Hetropslitan Watber
Digerict of Southern California ereated in 1927 for the purpose of bringing Colorado
River water to the Los Angeles and Sam Diego areas once Hoover Dam had besn completed.
Without ies wital service, the prodigious urban growth which hag occurred in this re-
glon would have been literally impossible.

The only other significant fnstance of & "reglomal" gowermmental operation is
chat afforded by the Southern Califernia Rapid Transit District. RTD, as it {s commonly
called, reflects the determinatiom of the counties and cicies of this Fegion bo dabz}.u-p
an effective syatem of rapid rall mass transportatiom. Up to now Qe operations hawe
teen limited to running the bus service set up by its predeécegsor the Metropolitan
Transit Avthority [MTA} referred to earlier. Its staff ig hard at work, however, oo
plans for the rall nsowork,

Flanning

Two kinds of reglonal plasning ape under way In the Los Angeles-Long Beach
eta coeday, One ia the work of the Log Angales County Regional Planning Commission.
It is vesponsible for developing a master plan for the whole county, for working with
other public agencies to insure the fulfillment of existing plans, and for handling mat-
ters of zoning in wnincorporated arcas. The other 18 the kind af work being launched
in July 1967 by the newly formed Southern California Association of Governments.

SCAG, the couwnterpart of ABAG in the Doy area, iz composed of 6 counties--Los
angeles, Orange, Riverside, San Bermardino, Ventura and Imperial--and B9 out of a pos-
gible 142 citdes. It is strictly advisory in character. Whether any of the plans far=
milated by dts staff are translated into actlon will depend on the response they evaoke
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from the gowerning bodies of the counties and clties to which thay pertain. Its poten-
tial value lies initially in the meric of the work dooe by ics staff, which 18 just mow
being recrulted, and wltlmately im the leverage 1t has by reasom of the fact that many

Federal grants depend on ite approwval, especially these within the jurisdiction of the

Dapartment of Housing and Urban Development. Its biggest handicap, on the other hand,

is the fact that many people are suspicious of it for fear that it might open the door

to metropolitan supergovernment.

BRecreation

Los Angeles County shows it concern for reglonal wecreation facllities in sey-
eral ways. Through its Parks and Recreation Department it plans and operates a numher
aof county parks, playgeounds, golf courses and baaches and provides services to a num-
bar of speclal parkway districts. In addition, through ics Department of Real Estate
Hanagement, Lt has developed and manages several small craftc harbors along the Facific
Caast.

Public Safety

Two policies of Los Angeles County deserve speclal mention in conmection with
public safety. By setbing vp & county-wide Disaster and Civil Defense Commission in-
cluding vepresentatives of cities as wall ap its own agencles, the county has ghown ap-
preciacien of the fact chat physical trouble is mo respecter of govermmental boundaries,
The gther reglonal contribution te publie safety stems from the Lakewood formula which
the ¢ounty perfected in the middle Fifties., By virtue of the police service the Sher-
iff's Office supplies Eo a great many of the contract cities; not to mentiom fire pro-
tection and several others, Los Angeles County provides the whole SHSA with ot least
the beginnings of a reglenal system of public safety.

Regional Special Districts

Hare also there are two agencles created by Los Angeles County which are em—
blematic of reglonal concern, One i8 the coumty-wide Flood Control District dating
from 1%153. 1Its work is costly of the I:.uJ:P.n.g,rttn' money but 1its service is essential to
the security of life and property inm many parcs of the area. The other is the Alr Fol-
lution Contrel District of more vecent vintage. EBarly in the postwar period Los Ange-
las County adopted a policy of unrelenting pressure againet smog and it has newver for-
gottan the pledge. Both distrlets are run by the Board of Superviscrs; they relieve
city governments of what would otherwise be some wery heavy burdens.

Local Government Policies

;iﬁ m'jl!iﬂﬁ Eﬂ: fusiness and Industry

Compatition between cities for pmew business establishments and induscrial
plante i# probably as keen in Scuthern California as it is anywhere in the countty.
Every city and itz chanmber of ccomerce does its best to alert the companies which are
prime candidaces For migration to the advantages 1t offers from the angles of cranspor=
tatlon, zondng, water, power, and labor supply. But thers is no resort to tax for=
glvenass whataver=-nor indesd much digposition to emphasize differences In tax rates,
for they are subject to change. Los Angeles, for example, might well lower its prop-
erty tax rate to some extent by requicing ite i.-hﬁnul'; profitable Department of Water
and Power, one of the world's greatest utllity enterprises, to make a larger annual
contribution to the general fupd of the city. Bur it hesitates to do so because one
of its strongest "selling points" in persusding firms to locate within its boundaries
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i that it can offer unlimited gqualicles of both water and power at rates lower than
those prevailing in many if mot most other comsunities In this area,

Use of Servige Charges and Fees

Becauge of incréaging complainkd about the burden of property taxef, many rep-
resentative commmities in the Los Anpeles-Long Eeach metropolitan area hawve begun bo
make considerable use of service charges and to hike their business license fees--or at
least to consider taking such steps. Lacking any big shopping center of fts own, Clare-
mont, for example, benefits only to 4 limited extent from ics ong-cent szles and use
tax, despice the fact that its per capica purchasing power is wvelacively high. Under
the circumstances what Lt has done 18 o make two service charges which together amount
for the average household to 535 per year: 530 for refuse collection and disposal and
2 for sewer service.

While the people of Claremont accepted the imposition of these charges without
significant protest (probably becavse the city council made it clear that the only al-
ternative was an increase in property taxes), the neighboring city of Fomona hag had &
different experience., Two years ago the council voted o impese & slmilar charge for
sewer service except that it wasg called a sewer tax. One might have thought that chis
would be only a gemantic difféerence, but 1t has proved to be otherwize. Both the win-
ning candidate for mayor and one of the wiming candidates for the council this spring
tan on a platform promising to “"repeal the sewer tax." HNow they have the problem of re-
deesming this pladge witheut incurring 111 will either by a reduction in city sarvices
of by A new hike in property tazes.

The céntral eity hag also been giving gerious consideration to the device of
the service charge as a means of balancing its budget. Faced with an 518,000, 000 reve-
nwee gap, Hayor Samuel W. Yorty proposed as part of a five-point program a service
charge for refuse collection as one way of coping with a large fraction of the deficit,
In contrast, the chairwman of the council's ceemittes on revenue and caxation urged a
package approach inclwding a) a -percent uwtllities use tax on gas, slectric and cele-
phone billa, B) a4 l0-percent fncrease in the business license tax, which had alrveady
been raised once or twice in recent years, e} an increase in the dog license fee from
83 to 54, d) fees for excavation and trench resurfacing by privace utilities, e) feeca
for police permits, f) continuation of the wealty trangfer tax which had been adopted
on a trial basis a year ago, and g} a tax on office bullding ventzls,

Other proposals incleded a l-percent payroll tax, with a 54,000 axempcion, on
all wages earned within the city, a 55 monthly Eee for parking in clty=-owmed bulldings
and facilities, and a 2-cent increase in the cigarette tax., As for the Mavor's five-
Pn-:l.:n.t. proposal, 1t was designed to raise $5I:I,L'I|Jﬂ'1ﬂ'€|{|' amnd reduce the property tax rate
by 4%¢ for ewvery 51 of assessed valuation. #&s of mid-July 1967, the nature of the
final solution remained in doubt, the Council not being obliged to adopt specific rewes
nue measures untll late August,

£pen Oceupancy

Since the invalidation of Proposition 1é by the 0.5, Supréeme Court in May 19467,
both proponents and opponents of the policy of open houging bave been conferving lor
the purpose of achieving a compromise that will imsure veluntary compliance with that
standard. They are looking for a middle ground berwsen the 4,500,000 Califernians who
in HMovember 1966 vated for Proposition L4 and the 2,300 000 vhe opposed i€ in faver of
sustaining vhe 1959 Rumford Heuwsiog Act.

The iniciacive in arrangiog for these discussions has been taken by the Hous-

ing Advisory Committee of the Fair Employment Practices Coomission which is the state's
enforcement agency for the Bwmfopd Act. Having been beatern in both the California and
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Federal courcs, it is understandable why che opponente of open housing are interested in
compromiging. EBut why the proponents? The angwer liecs in bwe facts, On the ome hand,
the backers of the Bumfard Act realize the snormous complexity of the task of making any
guch law truly effectdve. On the other, they are obliged to comsider the possibllity
that the Bumford Act might acrually be repealed by the more conservative Legislature
elected along with Governar Reagon in Hovemhar 1966,

What FEPC's Housing Advisory Commitbes has proposed to the Califormia Real Es=
tate Asscclation, which was the prime sponsor of Proposition 14, is a massiwve publicity
campalgn designed to promote acceptance of the idea of woluntary recognition of every
persen's right to equal epportunity in the fleld of housing. 1Tf CREA responds sympa-
thetically, which seems likely, amd Lf FEPC itself approwes the fomm and content of the
advertising, the plan will be submitted to one oF two of the major matlonal foundations
in the hope that they would underwrite the greater part of the §1,000,000 of expenses
it would entall.

HMeanwhile the flrst effort by FEPC to cest its enforcemantc avthority with re-
gard to ventals in aparcment houses of less chan five wnits has just gotten undar way
in the city of Glendale. Up to now it has been limited to fovestigating complaints
about discyiminegtion with Tespect to apartments with five or more units apd to salas
and rentals of bousing bullt with govermment financial assfstance. But last April a de-
clgfon by a Superior Coutrt, granting FEPC a preliminary Injonction prohibiting the owner
of a duplex Erom evicting a Caucasian tenant and his Negro wife pending a hearing into
the couple's imsistence that they were being asked to move solely because of her race,
has opened the door to an expansion of the Commission's power.

Ugiligation of Federal Funds for Urban E:v:lnEEnt

The principal contribution made by the Federal government toward urban develop-
mént in the Los Angeles-Long Beach area has undoubtedly come as a by-product of 1its exe=
penditures in the key "spill-over™ areas=--for highways, public welfare, educacion,
health and hospitals. Thia is 80 because these all comprise part of the foundation,
the infrastructure, for civilized 1ife. Hewever, beyond the range of such programs,
Federal Eunding hag algo made morve direct and specific contributions to the strengthen-
ing or Improvement of many urban commmities.

Hozt of these have to do with urbam renewal. Despite the face that only bits
and pleces of the vision originally stimulated by this phrase have beep realized, a
fumber of important things have been happening. GCiltles like Loz &ngeles (in the Bunker
Hill, Hoower and Watts districts), Pasadena, Torrance, Bedomdo Beach and Santa Fe
Springs all have projects in various stages of planning o execution. In ewvery case,
what has made the difference between Calk amd action has been the availability of “money
from Washingten" to pay for part of the planning and then, a plan having been approved
and a loeal repewal agency having been established, to acgquive and clear the land so
that che actual work of rebuilding could begin.

Finally, mention should be made of the fact thac, with all fts faulre, the War
on Poverty program and alsg the beautification and open space programs adopted by Con-

gress in 1%63, are helping co make a oumber of communities in thie area becter places
in which Bo liwe.

Fadaral Govermment Follicies

Federal Financial yement in RKey "Spill-Over" Araas

Highways.--Supplemcnting what has just been noted in the preceding section,
gome comment should probably be made vegarding the impact of Federal aceivity in ac
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least three of the major "splll-ower" arcas. Los Angeles is the first of the great met-
repelitan regions to have been built up since cthe automebile came into common use, It
has no comprehensive system of public transportation and even the proposed RID system of
mass Tapid transit will leave Wmndreds of thousands of people in scores of areas depan-
dent on their motor cars for getting from place to place efficiently. Under these cir-
cumstances--and especially in view of the tremendous sise of the Los Angeles-Long Beach
region-=Federal aid for U.5. highways and the new interscace highways has been Lodis-
pensable, Without them the people of Los Angeles County would £ind it almost impossible
ee develop any sense of commmity,

~=8pecial ald for school districca in "Federally-impacted” areas
apound defense fnstallacions has been Emportant te 4 number of communities in recent
years, but Federal aid eo education generally statrted only a year or two ago. It has,
however, been significant for the poorer communities both inside the central city amd
outslde. Congider the Los Angeles Unified School Districk. According fo an article
by Curkis J. Sitomer {Christian Scilence Monitor, Westerm Edition, May &, 1%67), every
eighth child in the system requires seme kind of speclal attention; the total cost
amounting to F32 & year. Hot quite all of this is paid by the Federal government, but
mich of 1t 13, Consequantly there was semething approaching consternaticn in many parts
af the district this spring (19%67) when the Dffice of Econcmlc Opportunity warned the
superintendent that Loa Angeles might lese 54,000,000 feom Lte antipovercy alleotsent,
and Califormia's state compensatory education office notiffed him that, on top of this,
the district would probably suffer a severe cotback in the 531,000,000 it was currently
receiving under the Federal Elementary and Secondary Education Act.

fmong the ¢hildren getting special help through these funds have been the £ol-
lowing: a} the L5 percant of the city's junior and senisr high school students who are
¢lassed as "underachievers," b} the thousands of Mexican-American youngsters who need
special language instruction because they have trouble speaking, reading, amd writing
English, c} the juvenile delinguents with police records who are required to attend
apecial adjustment schools costing $1,05F per pupil per year, twice the average for
ordinary students. Los Angeles may have to curtail some of these programs but i most
reluctant to do so, im part because they help to relieve the social tensiong in areas
like Wacts and Ezst Loa Angeles,

F = fare.-=-3outhern California is prospercus as few places om earth hawve
been, but her sconcomy 18 alss marked by great inequality In the distribution of ifncome.
&5 already indicated, there are heavy 0AS and AFDC case loads in many sectlomz of Los
Angeles County, and these entall heavy expenditures on the part of the Federal, state
and county govermmentsa. Though these are called "categorical aids"--meaning that such
asglptance must be meted out to any applicant who fits the stipulations--it has been
posaible up to mow for a4 stabe ©o Lnglst on & resfldence vequirement in connectlon with
tham., HRecently, however, a three- judge Fedaral court in Connecticut declared any such
requirement wneonstitutional on the ground thac to enforce it would interfere with a
peraen's "right of interstate travel."

Should this ruling be upheld, it could “alter the basic welfare structure of
the entire nation," as the Los Angeles Times argued editeorially shortly afterward
{July 7, 1947). Mo one can be sure to what extent such case loads would grow but wel-
fare officials in this huge 5M3A are understandably apprehensive for Los Angeles nor-
mally rejects from 130 ve 200 applicants every menth on the ground of their not meeting
the residence requivement. Etate and local govermments now bear approximately 60 per=
cent of all soch welfare costs; they would have no option but to demand that the Fed=
eral gowvernment pay a substantially larger share.

Pederal Fipaneial Tavolwement in Urban Developmant

Already by 1964 there were 53 peparnte Federal urban development programs on
the statute books and several others have been adopted during the past three years.
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Just heow many of these have besn weed in the Los Anpeles-Leng Beach metropolitan area

it ig impossible to say., As Indicaced above, some of the =major schemes have been wel-
comed and a4 number of projects are under way. Bot the combination of ecomomic affluence
and political conservatism has seriously restricted the scope of the Federal En'l.r:mmr_'l
invelvement in wrban development or redevelopment throughout the county,

Home building and home ownership bave grown apace in the Los Angeles-Long
Beach SMESA for a full quarter century and, from the flpanclal standpoint, fwo Federal
policles or programs are primarily respomsible. These are a) the Federal Housing Ad-
minfgtration (FHA} lending and {nsurance program which has enabled hundeeds of thou-
sands of middle income families to buy homes long before they would hawve otherwise been
able to do so, and I':I} the Veterans housing and insurance plans which have dome the same
for men and women weterans of che armed services.

By facilitating so much home construction, these Federal pelicies have con-
tributed enormously to the becadening and strengthening of the tax base for all local
govermments In the area. If any eritfcism be warranted, perhaps it would be that the
Congress might hawve tried harder to develop a similar formala for families on lower
income levels.

Jnterspvernmental Property Tax Immunity

Within the state of Califoernia this is the situation with regard to property
tax immunity between governmental wnits. Local governments (they are the snly ones
uslng this source of revenuwe) have no power Lo Cax any state or Federal property. Ar=
tlcle XITT of the California comstitution, dealing with Bevenue and Taxation, provides
however, in Section 1, that all other property "shall be taxed in proportion to its
valoa" except that used for free public libraries; free museums, growing crops or pub-
1lic schools.

If lande and improvements owned by a county or municipal corporatiem, but lo-
cated outside its Iimits, were taxable when acquired, they continus to be subject to
taxation afcerward provided that "no improvements of any character whatewer' subse-
quently constructed by any county, city and county (3an Framcisco fs the only example)
or municipal corporation” may ever be tazed. . . . Thousands of people all cwer the Los
Angeles-Long Beach metropolitan area got a reminder of these facts recently when the
Los Angeles City Council complained that this year Mono and Inwve counties had unduly imn-
creased thelr assessments of the walue of the Owens Valley property bought by its De=
partment of Water and Fower move than half & century age. (Los Angeles Times, July 13,
1967.)

Prognosls Begarding DMeparities

The Cemtral City

-] a5 in ison with the Best of th A

Hhila it fs possibla statistically to add or average many kinds ¢f [inancial
data pertaining to the suburban communities in the Los Angeles-Long Beach metropolitan
araa and than compars them with corresponding data for the City of Los Angeles itsaelf,
one must beware of assumlng that such comparisons coold yield many cluss to what hap-
pens Inm real 1ife. The suburbs do not normally act in concere either for che central
clty or against ie, nor does the central eity maintain a set posture towatd all of them
or an unvaryving poslclon Coward any one of themn.
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Every community, large or small, has a personality of Lte owm, and 1ts ocwm
unigue rescurces and limitatfons. Bome of them are, to be sure, subject to common Ln-
flusnces or pressures and these can make a difference inscfar as their relations with
their neighbors are concerned. But to a wvery considerable extent each can be the master
of its own fakte.

0f no city is this more true than of the Clty of Los Angeles itself. Notwlith-
standing the occurrence of the Watts riet, it 1s a clean and decent city and one Einan-
clally sound. It gowerns ftself, admitbedly, with a strange mayor-council-cem fume-
tional commissions and city administrative offlcer kind of system, but it balances its
budget every year and it has no serious problem of bonded indebtedness. It owns and
operates a prodipiously successful water and power wtility, a magnificent airport and a
great harbor. It 18 grodually becoming less dependent on the peoperty tas For municipal
revenues, but, even o, confidently expects somewhat increased yields from this basic
source of funds. . . .

But this is not all. Downtoun Los Anpeles 18 currently being cevitalized by a
half billion dellar bullding and redevelopmant program climaxing, as Ray Hebert, Urban
Affalrs Editor of the M reported on June 19, 1967, a porled of growth
that began in the lace 1930 s after the eentral businnss district had experienced an
econpmlic decline familiar te the centers of most large cities. Since then about
SL00,000,000 a year in private and public funds has been invested in rebuilding the
dewntown area and refashioning Lts skyline. Some 41 percent of all the high rise
buildings erected in Seuthern California since World War II are within an BQ sguare
block area in the center of Los Apgeles. Mulcl-story parking garages are also being
bullt to insure convenlent acesss to rChe new bulldimgs.

Finally there ig the matber of gathering womentum for the construction of a
mass rapld eransit system for the metropolitan area, When this iz completed and in use
it will further enhance the prospzcts not only of the central city ieaalf but of its
central business discrick.

D m |

There ave Ciscal disparities galore among the lesser communicies of which tha
larger commnity of the City of the Angels is composed, but most of them peed be of no
concern to those responsible for public policy. Bel-Alr and Wastwosd (the lush arvea
around the ULLA campus) are richer by far per capita than Eagle Rock and Van Huys.
Malibu anmd the Wilshire District arc also well-teo-do compared with San Fedro or West=
cheatar, But what does 1t matter? All of them are gettiong along fine. The people in
all these communitiss can readily afford te pay their tax bills to the city, the county,
the schosl distrilec, and the flood comteol distwict om the local lewyel and likewise to
the state of California and the United States Government. In turn they enjoy equal
treatment with other sectioms of the city when e comes o governmental services.

Sut things are different with regard bo the disparities betwsen these middle
apd upper income sections of the city and places like Watts and Pacolma and Green
Headows and Boyle Heights and ELl Sereno. . . . These low Lfncome communities within the
central city are full of people--in the firse three cases Waegrees and in the latter fwe
Hexican-Americans--who have not yet succeeded in earmipg middle ¢lass incomes op, what
ie intrinsically far more important, in developing those middle class attitudes which
are prerequisite to esrning such incemes,

This means that they are not yet st the "take=-off" stage and thus the gquastion
arises as to whether they will sven be able to sustain thelr relative position in cthe
life af the big city in the future., ©One of €he sost sobering facts om the international
scene today f8 that the gulf baeween rich lands and poor lands is growing apace. Those
whn are concerned about the survival of democracy under the impact of metropolitanitis
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muzt realize that there iz also danger of the same thing happening bebween rich and poor
communities inside a big city toa.

What with all the sephasis on equal opportunity that has been preclpitated due-
ing the past peneration by Roosevelt's Fair Employment Practices Committee, by Truman's
Commission on Civil Rights, by the Supreme Court®s broadening the application of the
"gqual protectlon" clause, by President Johnson's "war on poverty" and by the cfforts of
Megro leaders to capltalize on the centenoial of the victery of freadom over slavery in
the Civil War, both of the two wmain mineority groups in the Los Angeles-Long Beach area
have begun to get some help and to make some progress toward their goal of eguality with
the dominant White Anglo-Saxon Protestant WASF's, But chey have a long, leng way to go
before they escape from their ghettos as sugaested by Conrad's recent cartoon comparing
Wattas with East Berlin,

The Suburban Communities

The LA-LE SMSA As a Whole

At least one prediction with regard to the futwure of this huge metropolitan
area can be made with confidence: the wrbanization of Los Angeles County will continue
until all the cpen land south of the San Cabriel range--cxcept that deliberately re-
sarved for parks or other specific uses--has been bullt wp. . . . Probably some of these
newly bulle-up areas will remain unincorporated for extended periods, but most of them
will either be anmexed to already established cltles or become incorperated themselves,
If the experlence of the past 11 or L3 wears fupnlshes an accourate gulde, most of them
will ey te Lncorporate.

Though the Local Agency Formation Commission will uadoubtedly do fts best te
prevent the establishment of dny new ity likely to have serious financial trouble, it
would be unreasonable to assume that £t will never make a mistake. Hence the disparicy
prognasls on this score s one anticipating Some additionmal troublesome inequalities
among the smunmicipalities in the SM3A, but only a few,

& "mew towm" like Diamond Bar, near the sastern edge of the county, should hawve
oo difficulty in "making ie" il its reafdents declde o incorporate rather than seak
aonexation to Pomoma. The Transamerica Corporation is graduvally developing this his-
toriz ranch inte a residential coammunity as a commercial wenture and showing good judg=
ment in the process. Its population, approximately 10,000 now, is expected to Teach
its natural Ylimit of 80,00 by 1960. With most of its families in che middle income
bracket, cthe chances are that it will incorporace by 1975 1if not earlier,

n Cities TPer Se

The real problem (s posed by the 76 clties which have alveady been formed
within the County. . . . Will all of them be able te see their way through the nexc
8-10 wyears ion good finsncial health? In most cases the answer ia yed, They have entugh
resources to survive withouwt having to get more help Efom sither the state or Federal
povernment. But some of them may have to pet additional help either in the form of
grante=in-aid or state-rafsed, locally=-shared tawes, One hesitaces to "name names" in
thif matber but it is gquite possible that suburbe like Baldwin Park, Pico Bivera and
Compeon will need more and more help &F thay are to avoid sinking desper Lnto cthe moTass
of fiscal difficulty and despafr,

What is important abowe all 4s that the blight represented by communicies like
Willowbeaok, Compton, and East Log Angeles be arrested and that thelr economic life be
stabilized at a level bigh encugh to keep hope burning En the breasts of all those who
call sach places home. For the atate and Federal governsents not to cooperate in
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giving them the help they need will be to ruo the risk not only of ctheir ewm alow de-
nige byt of the spreading of the cancer of grinding poverty in ever-widening circles,

School Pistricta

It is patently clear that there are serious disparitles ameng the school dia-
tricts in this metropolitan area from the standpoint of chelr own capacity to finance
their public schools. But of all the problems posed by the differences in revenue-
ralsing capacity among the communlitics within Los Angeles County, thiz one alone seems
alteady to be clearly im the course of solution. Califormia's and the nation’s commit=
ment to equalicy of education Is so strong that only time will be required to make Lk
for all praccical purposes & reallty.

Eecomendations for Bemedial Action

Democracy means the equal right of every man to prove hinself unequal--and the
sam= principle applies to groups and commnities. Some kind of inequality, some mea-
sure of disparity, amomg local communities in a metropolitan area Ll therefore natural.
Free sen invariably cheose te use their freedom to get different goods and services In
different degreas and the flrst recommendation to be offered is ome prompted by the Lm-
plications of this basic truth,

1. Lee everyone--citizen, offfeial, research analyst--recognize that
disparities, even flscal disparities among local commumicies in the
sape metropolitan arca, are not necessarily evils to be avoided up-
less they either stem from lack of freedom or hamper the freedom of
men and commnities to develop the best thae {8 In thesm.

Fublic Action

By Local Comwupities Themsglves

2. By Loe Angeles County: Capitalize even more than st present on
its grear good fortume of being so large and s¢ situated as to em-
brace the whole inner circle of the Loa Angeles-Long Beach metropali-
tan area and prepare for even greater service in the fisld of urbam
affairs (see accompanying Enlarged Hap of Los Angeles District).

8. By charter revision hased om the principle of the separa=
tion of legislative power from administratiwve ﬂul'.hl:ltit'_r.':

k. By enlarging the membership of the Beard of Supervisora
from fiwe (each representing about 1,400,000 people) to say
25 gr 33 members all elected on cthe basis of "one man, one
wh:-";

t. By comtinuing the Lakewood or "concract cicies" plan,
charging exactly what the services reguested actually cost
and making the most of the arrangement for metropolitan coor-
dinacion of those services;

d., By making maxismus use of its Local Agency Formation Com=
misglon (LAFCD), mot only to forestall the Incorporation of
new cliles and special discricts that would be neither bal-
anced nor viable, but also to encourage consolidatiom oo the

TR



part of certain existing cities which should never hawve bean
incorporated fm the first place;

2. By belng willing to establish and operate subordinate
county service areas wherever such a device would obwiate,
either for o cime or permanently, the incorporation of a new
city or the creatiom of a special district.

3. By the Cltvy of Los Angeles: Recognize that because of being sur-

rounded by Incorporated cities (or the foothills of the San Gabriel
range) , prospects for further growth by ammeéxation are sharply limdted.
Capltalize on ics tresemdous capaclty for Further growth within its
430 square miles of land and strengthen its position wis-a-vis the
other 75 cities in the county:

g. By revising Lte charter to eastablish, in place of its
presant "mayor=council-comdssions-city adednistrative of-
ficer plan,” what might well be called a mayor-council-mana-
ger plan;

b. By persisting in its efforts, jointly with the county amd
its neighboring commundities, to build o mass rapid transit
Bystem;

c. By working in good faich as a member of SCAG, che South-

arn California Assoclation of Governments, Lo consider ewvery

major govermmeéntal activicty from the standpoint of what would
be best For all of Southern California;

d:. By trying harder than ever, and with whatever help may be
secured, to heal the big sore that is Wates and South Central
Los Angeles (and where, tws years after the great riot ewery-
thing sesms remarkably=-and dangerously--the same), and also
to heal the smaller sores that are Pacoima, Boyle Heights and
the like,

4, By the Cities Jutside the Central City: Work together through the
League of California Cities and in other ways to secure & Freaber med-
gure of home rule with respect both to making and enforcing laws and
regulations relating to the growing realm of municipal affairs, or
better yet, of urban responsibilicies amd to levying whatever tames of
service charges are required to meet their needs. Having gottem 1ic,
justify the grant:

a. By better plamning and zoning;
b. By better management of municipal finances;
c. By batter sarvice;

d. By more extensive use of the Jolnt Powers Act for doing
jointly whatewver can best be done that way

e. By considering consolidation eithar with the central
clty af the SMEA whare that would ba mutually advantageoss,
or with some smaller nedighbor where that would make more sense.

3+ By Schogl Districts: Procesd with consolidation with all deliber=

ate spaed unctil all elementary and high school districts have becoms
members of unlfled districts. Strive for a better balance bebtwean
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Mifa .n.n:]ju.ll:mnr."' and mastery of subject matter. Atiempl through
scate scheol boards association to secure repedl of existing limits on
taxing powers of Llocal school districts. Press jointly for acceptance
by the state of responsaibilicy for fully half the cost of local public
schaols,

6. By Special Districts: Insist on their right to existence and op-
eration wherever no genaral purpase unit of goverrment ig propared to
provide the service neaded. Otherwlse work with the Local Agency Por-
mation Commission for their dissplucion amd pethaps for the cransfer
of chelr functionz to subokdinate county service areas.

7. By the Goutherp Californis Assoglation of Covernmgnts: Do its
besr during these fLvet years [ollowing fits establishment o avold the
buwinn evile of doing nothing and thus geserating the spactra of futil-
ity or attempting too much and thus raising the spectre of regional or
metropolitan government.

8. By the 'I'[etrngill.l:.'m Water IMuetrict: Keep up the indispensable
work of the past 40 wears insoring adeguate supplies of waver for the

Los Angeles and fan Diego metropolitan areas.

9, B i I igt:s Finish those planning studies so
that, if and as the Legislature provides the nceded funds, the work of
constructlon can begin.

10. By the Two County-Wide Districes: Mowe ahead with fleed control
and air pollution contrels with all deliberate spaed, especfally In
respect of the Latter.

11. th ca ey Formatien Commi i Authorize ard encoup-
age the Local Agency Formation Commission to work posiciwely for cons=
solidations and annexations, and for the diggolution of wnviable
clties or specilal disericts, as well as for the orderly denial of ap-
plications to arrange for eclections to establish new cities.

gy the State of Calfifornia

11, Revision of the Constitution: Amend the sections pertaining to
local powernment to embedy these principles:

A, GCounties shall comnscitute both subdivisions of the state
for the more conwvenient and effective adminiscration of its
owm laws and regulations and unics of local self-pgovernmant
legally capable of performing, elthar on a comty-wide or lim-
itmt=territorial basis, any public service--rural; wrban; or
metropolitan=~which its citizens want it to perform, provided
only that oo person be taxed for a service from which he does
ot benafic.

k. Cities shall constitute general-purpose unice of local
self-govermment and shall likewize e capakle, legally, of
performing, either om a city=-wide or more limited territerial
basis, any public service which fts citirzens want them to per-
form, prmr!_dgd .u.nj_,- that fo person be tawed for a service from
which he does not bBeneflc,
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. Ho new county may be formod having a population of less
than 50,000 and no new city with a population of less than
2,500, #Any community having less than 2,500 people may ask
for recognition as a I'-c|:|-l|.|.|'|.l:=_|r service a:];z:..,," in which case the
county in which it is located shall arrange with a citizens
advisory committes for the appolnteent of a service area mana-
ger, provide the services reguested, and tax Che residents ac-
cordingly.

d. Coumty and city govermmenté shall both be organized on the
bagis of separating legislative power from administratiwve au-
thority and to this end every county and every city shall

adopt some form of “elective council-appointive manager™ plan
under which not more than two offices may be made elective in
addieion to those of the supervisors or councilmen. Ho legis-
lative body may oumber less than five or more tham 33 and all
members shall be elected on the basis of one map-ooe vote,

@. Counties and cities may levy whatever taxes, fines, pen-
aleles, service charges, and license, permit or framchise fees
ap may be required to meet their needs, except a3 specifically
pechibiced by Law,

f. Special disericts with their own boards and taxing power
ghall be created only when the services they would perform
camnot be provided by counties or cities. o election may be
held to establish 8uch a digtrict unless the petition hag been
approved by a county "local agencies formation commission"
composed of two members designated from among its membership
by the bpard of Supervisors, two members selected by thedr
fellow councilmen from amomg all mayors and clty councilmen
within the county; and a public or state member designated by
the Govermor.

#. Hespongibilicy for public education shall be wested lo-
cally in school districts operating under thelr own clective
tnonpartigan boardz and offering both elementary and secondary
work and, at their option, junior college courses. Mo such
district shall be organized unless the average daily atten-
dance of pupils gives promise of totalling 500,

h. Councles, school disceicts, aml special districts may bor-
row up te 3 percent, and cltles wp to 15 percent, of the
asgasaed valuation of thelr preperty on Che basis of a simple
majoricy of those woting on the lssue, provided four-f£ifths
of the members of their governing boards agree, Otherwise a
80 parcént majority shall be required.

i. Hothing in this constitution shall prohibit the Legisla-
ture from enabling the people of a metropolitan area from fore-
ing a regional goveroment supplemental te their county aod
city governments in case thess basic local wnits phould, in
their judgment, prove unable to cope effectively with problems
matropolitan in character or dimension. When amd 1f such ra=
El.*}l'lﬂt govearnments are formed, their legislative bodies con-
glating of a maxisnm of 23 memberg shall be élected om & ong
man=ong vobfe basis amd shall hawve appropriate tawxing power.
Before authorizging the establishment of such a regional agency,
however, and wvesting it with governmental power, Che Leglala=
cure phall give due congideration to using the county, or to
consolidating twoe or more councies, for thiz purpose.
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13. Action by the Covernop gnd Legislature:

a. Make a vigorous, sustained and good-apirited attempt to
slaplify the maze of local goverrments and eliminate the small-
ar amd less efficlent unles by offering substantial financfal
inducenents dn the form of proporticnately larger grants oF
subventions, guaranteed for not less than five years, Lo coun=
ties, elties, school diserices and special districes which
would either consolidace with neighboring units of the same
Lype {or adopt the status of coumty service l.'l.'\ll!l.l:l Eo meet the
minimm population standards indicated,

-

k. Continue the Intergovernmencal Councll on Urban Growth, es-
cablished in 1963, but enlaege it to inelude at least two Sena-
cors and fwo Assemblymen; strengthen its finfluence and symbol-
ize the substantial and enduring interest of the state in urban
problems by establishing in the Oevernor's Council a Department
of Local Government and having 1t serve as the secretariat for
the Cpuncil,

¢. Hevise the state=local revenue system along these lines:
1) ease che property tax burden for local communities, and es-
peclally for counties and achoal districts, by increasing
state ald for social welfare and public education-=-but only
for distrlcts showing serfous vam effort--in the latter case
uneil such assistance covers from 30 to 60 percent of all eur-
rent costs.

d. Insist on greater professionalization on the park of prop-
erty assessors and, to this end; increase the sopervisory aw-
thority of the State Board of Equaligation over county asses-
S0CS .

. Leavy a 25 percent local supplement to the state perscnal
incoms tax and disburse the full ampunt collected from the
resldents of each county to that ecsunty, slmultanscously lim-
iting counties to a maximum property tax rate of 50¢ per F100
of asgegeed valuation. (For 1966<67 the rate was 52,3891 In
Log Angeles County.)

f. Hemove all limitations on property Cax rates for clities
and school districts for general fund purposes.

#. Relmburse local govermments for revenues lost because of
property exemptions granted by the state, likewlse for revenues
loat becauvse of the inabiliey of local units to tax state prop-
erty. Subject all ezemptions to perlodic veview.

h. Increase the rate of the state gales and use tax from 3 eo
% gents and use the fncreased revenue for the larger grants or
subventlons recommended under "¢ absve, Otherwvise, impose a
1-zent lacal supplement and disburse the procesds to citles
and counties on the basls of population. In oo case should
the revenuss from a second l-cent local sales-use tax be die-
teibuted sn the basis of point of sale as is the case with the
first cent.

1. Broaden the base of the sales amd use tax by extending it

to include consumer serviees, Food showld, however, comtinue
Eo be excluded Erom the basa.
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i+ Bepeal the motor wvehicle "im lfeu" tax but increase the
mator wehicle 1icense taw by 50 percent and continue sharing
the proceeds with cities and counties according to the presant
formula.

k. Sheuld the state itself need more funds te carsy out the
foregoing prograe, increase the rates for the Califernia petr=
sonal income tax, at the same time making the rate structure
more progressive and putting payments on a withholding basis.

By the Federal Covernment

14. Relmburse local governments [or the costs of whatever services
they render te Federal propecty,

15. Consolidate and simplify the present complex "system" of grants-
in=aid to atates and Localities.

Private Agenclaes

16. Hass Medis: Let it be hoped that the W. the
great and responslble newspaper of this burgeoning metropolitan area==
together with all the other mass media of press, radio and television
wvhich measure themselves by comparably high standardd--continue both
to cultivate amcng the people of this area a vision of the city just,
hmmane and magnificent, and to provide them with the information and
analyeses on which they can base intelligent woting and effective ciwvic
action.

17. Let private business follow the lead of the Management Counmcil for
Herit Employment Training and Research, headed by H, C. "Chad" HeClal-
lan; in providing more and more opportunities for Negroes and Mexi-
can-Americans to find jobs that will enable them to earn decent in-
comes for thelr families.

Fublie and Private Joinet Actlen Programs

Perhaps all that need be sald here is this. The problems posed by the infe-
rlor position of the Kegro and Mexican-American wminorities are so great--even in 8o gen-
erelly fortunate & metropolitan commmity as that of the Los Angeles-Long Beach area=-=
that it ls imperative that the church, the mass media, business, government, organized
labor, and mot ledst the schoels and colleges all work on them together.

Epdlogue

Here 18 the draft working hypothesis with which the asuthor began intensive
work on the project in mid-May., Now at the end, in mid-July (1967), he would like to
think hisself entitled to write at the end; 4Q.E.D.

1. There are many slzable, dramaric, regrettable, and in some ways im-
equitable flacal disparities ameng local communities in the Los Ange-
leg=-Long Beach metvopolitan area, Thanks, however, to the affluence
of Seuthern Califernia and to the relative generosity of the state by
way of basle ald for all local school districts and of equalization



aid and supplemencal support for the poorer ones, hardly any of these
fnaqualities can Calrly be described as critical. Many units of lo-
cal government in the reglonm have difficulty in paying for the ser-
wices they nead amd wanc, but disaster is nowhere ileminent.

2., Even more encouraging iz the prospect that the more serious among
these disparities seem destined in course of time £o be eased or
eliminated. Thees maln developments account for this: &) the enace-
ment by the Leglslature in L1943 of a law vequiving each county to sst
up a4 Local Apency Formation Commisaion (LAFCO) te probibit from now
oo zither the incorporation of any community not genuinely wiable, or
(what iz likewise of major fmportance in CaliFsrnia) the establish=
menk of any apecial district oot wrgently needed; b)Y the adoption and
implementacion by the scate of a policy of offering smaller and waaker
gchool districts tangible inducemsnts to consalidate; and =) gradu=
ally increasing reliance on state-raised, locally-shared Caxes with
regard to city and coumty gervices as well as public education.

3. Yet two qualifications of this generally happy prognosis must be
made; I:I te the extent that the Legislature aenacts additional pro-
grams of health, welfare or any other kind of sarvice and charges lo-
cal governments with responsibility feor their administratcion without
providing the revenues needed for their support, the dieparities now
exigting might well be Increased; in soms cases they could then becoms
critical b) unless Southern California's Hepro apd Mexican=fimerican
minoritiss are glven both more substantial and more imaginatiyve as-
sistance toward full participation in California's economic and palit-
ical 1life, there is a danger, particularly in the Watts-Willowbrook
arvea, that this low=-fastering sore could grow until it blights the
prospects not only of che cemtral city but those of its suburbs as
well,
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Ernest A, Engelbert, Mecpepolitep Califoppisa, Gowvernor's Commission on Metropolitan
hrea Problems, Sacramente, 1961, pp. 107-104,
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Figecal Digparities in the
SAN FRARCISCO-0AKLAND, CALIFOENIA
Hetropolitan Area

Excerpts from a Report by
George F. Break
University of Califormia, Beckeley

Cantcral Oz dde

Malor Fiscal Disparicies, 1965 [T Centeal City
Per capita State and Federal aid §133 5150
Per caplita revenue from taxes 258 217
Per capita educational expenditure 79 158
Per caplta noneducational expenditure 269 222
Total escimated population, 1965 (cthousamds) 1,109 1,783

The disparities are considerable amomg the five countles chae
make up the San Francisco-Oakland metropelitan ares, but their effect Ls
being lessened In several imporeant ways., BEducation, handled by school
digtricts, has benefited from the unificatlion of these districts encour=-
aged by the Unruh School Comsolidation Act of 1964,

Public welfare 18 a county Function, and cicies in the S5an Fran=-
cigco area can therefore devote their tedgets to localized poblic ger-
wiceg with no spillover effects. Both cities and counties rely heawily
on the property tax for fimancing, and a new low will aid greatly in
eliminating nonondform assessment ratios that have created horizomtal
and wvertical disparities in cax administration.



II.

III.

Iv.

CONTENTS OF FULL REPORT

Introduction

Elenentary and Secondary Education

Fiscal Meparities im SPD Schoole
County Fiscal apd Welfare Disparicies
Welfare Disparities

Froperty Tax Disparicies

Clieies

Intergovernmental Belations

387



Hidway inm the long, tumulcuous summer of 1967 it is all too clear that in no
vetropolitan avea in the country have public services peached, or even come close fo,
the scope and quality reguired to provide equality of econsmic cpportunity cto all cici-
zend., These fiscal gaps are greatest, of course, whetever the peor are highly concen=
trated, and in the SF0 5M54 this accurs in San Francisco and its immediate suburhs o the
south and in Oakland, Berkeley and Bichmond in the Ease Bay. Though their eritical im-
portance Scemd indisputable; these disparities cannot be objectively guantified, piven
our present uncertainties concerning the best ways and means of developing human economic
capital, and this report congeguently can do no more than note their existence, The
analysis below, in other worde, deals not with disparities between agpirations and
achievenents but rather with dizparities between good pecformance and poor perfotmance
and between high and low flscal resources. The mitlgaclon of figcal disparities of this
latter sort is an importamt task, but it represents only a first step in the solutiom of
our outstanding metrepelitan fiscal problems,

L DUCT L

v » o« Frimary attention was given to elementars and sacondary education parcly
because it vanks first among all metropolitan spending programe and partly because the
gap between needs and performance deems edpeclally large fn this area, Section II deals
firat with guestions of size and efficiency and concludes that although unduly small
achool districtes still esxist in che SFF 5MSA, notable progress has been made under the
gtimulug of State incentives, in the Fformation of unified achoal disericte that are
latge enough, given the will and the rescurces, to provide high qualiey educational ser-
vices to thelr residents. Altecnacive measures of Fiscal rescurces and of tax effort
are then presented. How critical the disparities thus revealed are is a debatable gques-
tion, but the measures developed may be uwsed as a basis for the svaluation of such much-
discussed fiscal reforms as the uwse of areawide property taxes to finance schools, tha
expansion of Federal ESEA grants, and changes in the design of State grants for school

PUTPORES .,

The second major area of metcopolitan fiscal concern, analyzed in Section 11T
iz that of public welfare. In splee of well developed Federal and Scace grants-in-aid,
this funckion still absorbs a &ignificant amount of local funds, and our analysis shoses
that chese burdens vary considetrably from onme Bay Avea county ko another. These dis-
parities exist cegardleg® of whether the property tax base L8 measured by assessed valu-
ationg ot by estimated market wvalues; and they are even greater when measuted by adjuosted
gross income reported on State tax returns or by taxable retail salps. Given the uneven
distribution within the metropolitan area of welfare cage loads and the much wider dif-
fusion of the social benefits of incoma-mafincenance programs, local filnancing of these
jublic astivities should be discontinued, Full Federal Financing i= in my opinion de-
airabla, and its adoption would release a signlificant amount of local tax tesources in
the SF0 BMS8A for the support of imporrant metrepolitan development programs.

Sectlion IV deals with the fiscal disparities of 5F0 municipalities, and Eiscal
data are presented Eor a systematically selected sample of 23 cicies, Evalwation of the
resuled 18 complicated by the blending of different amounts of bepelivs-received and
abilicy=-vo=pay taxation. Dlsparicies arising from the former, it is argued, create no
naed for peolicy actlion, and watil the latier are successEully isclated, specific inter-
governmental figcal reforms cannot be designed. Honetheless, the data presented do
bring out scme of the basic fidcal characteristica of high-income bedroom communicies,
induserial epnclaves, middle income commercial cities and so fovch.

The final section of the report deals with special districts and presents sum-
mary data on the pine majoer multicounty agencies operating in the Bay Arca. These
handle guch important interreglonal problems 25 air pollution comtrol, intercicy Efans-
portation, urban planning, and open space {(both land and water) conservation and develop-
ment. Though their activitles may seem hesitant and tentative and thelr powers ace



strictly limited, an important beginning has been made, an extensive program of data
collection and analysis is underway, and cthere iz promise at least of cooperative solu-
tlome to outftanding metropslitan problems,

ELEHEWHTARY AND SECONDARY EDUCATION

+ s+ s« The combining of existing elementary and secondary districes into a
single, "unifiled" district has been optional under Califernis State law since 1945. Be-
gloning in the flecal year 1953-3%, the State offered a4 flnancial inducement for unifica-
tion. MHowewver, the rich districks, 1.e., thosa not receiving equalization ald, did not
gat any extra money and for the others, the parcentage amdunt of incresse in state ald
varied dirvectly with assessed valuatiom per pupll. The absclute amount of bonus per wnid-
fied diserlet depended on fies proportion of elemencary students; in any case, Lt was in
the order of 31L0-520 per student in the Eirst vear and tapered dowm eo zere after the
Eifth. Aside from the complicated nature of the bonus and the Eace that it was tempoe-
rary, the progress of unification wag impeded by the provision that a negative vobe in
any &ingle district fncluded within the propofed unification plan wversed the plan.

Assembly Bill Wo. 145, Chapter 132, Statutes of 1964, Pirst Extraordinary Ses-
gion, improved the outlook for walflication in several ways. Filrst, the leglslature ex-
pressed its clear Intent that unified schoeol districcs, kindergarten or grade 1 through
grade 12 ba adopted throughout the state, and this had not befors been stated. Secondly,
the unification bonus wvas changed to a flat $15 per student and as far as anyone knows
will be continued indefinfitely, i.e,, it deoes not taper off, Third, once coumbty commit-
teas had drawnm new wnification plans and had had them approved by the Stave Board of
Education, new local elections on the formation of districts were regquired te be hald.
The outceme rested on a simple majoticy wote of the whole area of the new district {no
Blﬂilz component district could weba). If the total vobe was unfavorable, then an area-
wide tax of 50.60 per 5100 would be applied to the assessed valuation of the elemesntaty
districts and a tax of $0.50 per 3100 to the valuation of the high school district; both
gumg to be distribuced among the compomnant districts on the basis, essenclally, of en-
tollment. Ho tax haven that is, can any longer go scot-fees with respect to local con-
tribution for public education. Finally, those component districcs cthat voted favorably,
when the total vote was unfavorable, veceliwved the 515 per student bonus, even though cthey
did not becoms, of course, a4 part of a uniffed discrict.

Betwean the school years [963-64 and 199667, the mmber of uwnified discrices
incroasad by T3, while che number of elementary disteicts declined by 350 and the numbet
of high school districts by 6%, The State Depacrtment of Education has reported, "In
fact, in the twe years 1965 and 1966 =choal diﬂtrijt unification just about equalled
that of the 20 years immediately preceding 1965."

The statutes of California made no rafarence to the minimum size of unified
diztrices uneil 1964. . . . Bow, the approved minimum size of scheol districes in
Calffornia is 2,000,

Becent support for 30,000 to 80,000 as che oprimal sfzes for school districts
iz prowided by an empirical study by Mels W.Hanson, but Werner Hivach failed to Find
signiffcant economies of scale in his study of St. Louls schools.2! In any case . . .

lf Callfornla Scate Department of Education, Rec ndations on Puhlis Scho :
1967, Bacramento, The Department, 1967, pp. 57-58.

2/ Hangon, "Economy of Scele as a Cost Facter in Financing Fublic Schools, "Hatiomal

Tax Joutnal (Harch 1964} and Hivach, "Determinants of Public Education Expenditures
{continued)
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in 1%65-66 caly two uniffed school districes in the Bay Area exceaded the 30,000 lawal,
one being Gakland with 62,756 puplls and the octher being San Francisco with 100,407 (ad-
justed co & K=-12 basis). . . . All five counties have increased the propertion of thalr
gtudents artending wnified school districts with more than the state's official minimum
size enrollment (2,000) snd with more than Charles 5. Benson's minimus size enrollment
(10,000). San Francisco met both tests in 1960-61, and the other four countles all im-
proved their gituations ower the five-year period of compariscn, Alsmeda and Contra CoBta
being especially notable in this respect. Important progress, in shorc, has been made,

COUNTY FISCAL AND WELFARE DISPARITIES

Californis countics spand most of thelr money oo poblic welfare and raise mosC
of their ownm funds from the property tax. . . .

« » » The following table brings together some {ndicators of fiscal need and
abflity, In che fommer category ate populacion, Locally-financed walfare expendicures
and ESEA achool grants; in the latter ate two measures of taxable property, one based on
afgefded valuations and the other on estimated market values, two measures of taxable in-
come, and the final measure shows the base of the state sales fax, Some very L[ateresting
county characteristics are revealed by these data. Alameda i & high meed, low abilicy
county, though a Sales tax would appatently provide [ts mest pEeductive source Of rewves
noe relatiwe to the other counties. Harin and San Mated, in comtrast, have larger rela-
tive shares of taxable resources than they do of £fiscal needs, and the sales tax would
be theit least favorable source of revenue. There 18 also a strfong indication that the
thtee baglic measures of taxpaying ability--property, income and saleg--are distributed
quite differemtly among the five countlies.

Gcities

The following tables present the basic fiscal and economic data for the sample
af 21 gieies selected for study. . . . ALl Calfformia cities currently spend most of
their money oo rather localized public services (f.e., with relatively unilaporCant
gplllover benefits}). For taxes they rely almost entirely on property and sales lewies,
with the former being almost twice ag important a® the lacreer.

¢+ « &« Lhe most important disparities, a8 far as the abllity of these cities bo
support additional public sarvices or services of higher quality 18 concerned, are
thoese shown by sales and property tax revenues. There seemd to be slightly more disg-
persion with the sales than with the property tax and not much evidence of changes over
time for slther. Perhaps more importanmt than these disparities are the differences for
imdividual efties. Clearly these are wvery great. Hote the low sales tax revenues re-
cedived by the high-income residential suburbs (Pledmont and Hillsborough) but the high
propecty tax receipts of chese cities. The industrisl cicies (Antioch and Piccsburg)
alas de better wnder the property tax, though the differences are not nearly so sharp.
Walnut Creek, on the othet hand, obtained fm 1964=55 move than twice a&s much per caplta
from the sales than from the property tax,

(Continued) /Hational Tax Joutnal (Mavch LE0).
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PERCENTAGE DISTRIBUTIONS OF SELECTED INDICATORS OF FISCAL NWEED AND ABILITY BY COUNTY

County
Contre San San
Indicator Alsmeds Costa Harin Francisco Hageq Total

Fopulatien, June 30, 1965 JL. 0% 16.9% 6. 3% 24.9% 17.7T% 100, 0%
Own welfare expenditures, 1964-]1065 32.1 20.1 b.b 0.0 13.4 100, &
ESEA grants, 1965-1966 &01.3 i8.1 3.3 28.6 9.7 100.0
Asgepsed valuation of taxable prop=

erty, 1964-1965 9.1 19.1 6.3 27.6 17.9 100, 0
Harket valuse of taxable propecty,

1364 -19465 2B.9 17.4 G4 6.9 20.0 100, ¢
Adjugted gross income on state

ipcome tax returms, 1963 30.9 15.1 6.4 28.7 18.7 100, 0
Disposable personsl fncome, 1966 3l.2 14,6 7.0 26.2 18.9 100, 0

Taxable sales, 1964-1965 33.9 11.2 &.3 .7 15.9 100.0
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