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Cities Get More Federal, State Suppor t
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1937

General Revenue of Local Governments by Source
Fiscal Years 1965 and 1975

Fiscal Yea r
Source 1965 197 5

Amount (millions )
Total general revenue 	 $47,527 $146,33 1

Intergovernmental, total 	 15,165 61,974
From states	 14,010 51,068
From Federal 	 1,155 10,90 6

Own sources, total	 32,362 84,35 7
Taxes, total	 25,116 61,31 0

Property	 21,817 50,04 0
Sales and gross receipts	 2,059 6,46 8
Income	 433 2,63 5
License and other 	 807 2,16 6

Charges and miscellaneous	 7,245 23,04 7

Percentage distribution of own-source general revenue
100 . 0Total, own sources 	 100 . 0

Taxes, total	 77 .6 72 . 7
Property	 67 .4 59 . 3
Sales and gross receipts	 6 .4 7 . 7
Income	 1 .3 3 . 1
License and other 	 2 .5 2 . 6

Charges and miscellaneous general 	 22 .4 27 . 3

Intergovernmental as percentage of own-source general revenue
73 . 5Total	 46 . 9

From state	 43 .3 60 . 5
From Federal 	 3 .6 12 . 9

Intergovernmental as percentage of total local general revenue
42 . 4Total	 31 . 9

From states	 29 .5 34 . 9
From Federal 	 2 .4 7 .5

Source : Based on from Facts and Figures on Government Finance. 1977 edition (forthcoming), Tax Foundation, Inc ., and from Bureau o f
the Census, U .S . Department of Commerce .

Local Sales, Income Taxes Grow

U.S. cities are getting more suppor t
from state and Federal governments .
Their support of local government more
than quadrupled in the 1965-1975 de-
cade, according to Tax Foundation . At
the same time the cities' own sources o f
revenue rose 2 .6 times .

For every dollar of general revenue
raised by local governments from thei r
own sources in fiscal 1975, state an d
Federal governments added anothe r
74 cents . That's up from 47 cents te n
years earlier.

General revenues of all local govern-
ments in 1975 totaled $146 .3 billion, up
208 percent from $47 .5 billion in 1965 .
Local government units include cities ,
boroughs, townships, and school dis-
tricts . Revenue from their own sources
totaled $84.3 billion, up 161 percen t
from $32 .4 billion ten years earlier ,
while intergovernmental rose fro m
$15.2 billion to $62 billion, or 309
percent.

Major shifts in financing of own -
source revenues were toward heavier
reliance on charges, fees, and miscel-
laneous revenues as opposed to loca l
taxes. Fees and charges rose by 3 . 2
times, while taxes increased 2 .4 times .

Complete tabulations of the dat a
covering the past ten years and for
selected years back to 1902 are in pre-
paration for Tax Foundation's forth -
coming 19th edition of Facts & Figures
on Government Finance scheduled for
publication early in 1977 .

Property taxes remained the larges t
item among local tax sources bu t
dropped from 67 percent to 59 percen t

(Continued on P. 2)

Close to 8,800 local units of govern-
ment impose general sales or income
taxes to supplement revenues they
receive from other sources, according t o
the latest count by Tax Foundation re -
searchers. As of September 1, 1976 ,
some 4,800 local units in 26 states and

the District of Columbia were levying
sales taxes ; and approximately 4,000
units were levying local income taxes i n
10 states and the District of Columbia .
Either one or both of the imposts was i n
effect in some jurisdictions in 33 states .

(Continued on P. 2)



Comments Readied on 1916. lax Reform Ac t
Although the Tax Reform Act of

1976 is "a massive piece of legislation,"
its effect relative to the whole econom y
will not be noticeable for some time .

Meanwhile, said C . Lowell Harriss i n
an interview with CBS, everyone should
re-examine his will . Professor Harriss
is consultant to the Tax Foundation .

The new law moves more generously
for the great majority especially farmer s
and owners of small businesses . But
their heirs still face some tough stat e
taxes .

Under the new Federal law estates o f
up to $200,000 to $250,000 will owe
little or nothing, but the tax will begin
to bite harder on estates of more tha n
that .

?too provisions of the new law. He will dis-
cuss its economic effects more fully i n
Tax Foundation's December Tax
Review . In addition the Foundation's
research staff is preparing a new publi-
cation in its series on Issues in Federa l
Tax Revision dealing with the 1976
developments . It is scheduled for publi-
cation in December .

On December I, Senator Russell B .
Long, whose Senate Finance Commit-
tee struggled with the bill for man y
months, will address the Tax Founda-
tion 39th annual dinner . He is expecte d
to have further comments on the suc-

U. S . Senator Russell B. Long

	

cessful passage of the first major revi -
sion of Federal income taxes since 1969 .

Professor Harriss was asked by CBS The dinner will take place at the Plaza
o comment on the estate and gift tax Hotel in New York .

Sales, Income TaxesLibrary Bulletin Lists Title s
The Library Bulletin, a monthly

summary prepared by Tax Founda-
tion's librarian, lists all significant
additions to the reference stacks . Circu-
lated to some 850 libraries, taxpayer
organizations, and research groups, i t
itemizes finance-related textbooks an d
research materials on a diverse range o f
topics—foreign relations, industry ,
health and education, and energy re -
sources, as well as a continuous flow o f
annual reports, budgetary documents ,
and financial updates from agencies a t
the Federal, state, and local levels o f
government .

References are in bibliographic form
and include the names and addresses o f
publishers for the convenience of thos e
who wish to order any of the material s
listed .

Cities
(Continued from P. 1)

of local own-source revenues . Still they
rose 129 percent to $50 billion during
the decade .

The most rapidly rising sources of tax
revenues were local income taxes, which
increased by 509 percent, and sales and
gross receipts taxes which were up b y
214 percent .

The table on page 1 shows the rela-
tionship between these increases .

(Continued from P. 1)

As of 1972 (latest count by the Censu s
Bureau), there were 78,218 local gov-
ernments in the United States. Thus ,
more than one out of ten units levie s
either a local sales or income tax or
both .

The most extensive use of local in-
come taxes is in' the states of Ohio ,
where the tax is imposed by more than
360 cities and villages, and in Pennsyl-
vania, with more than 3,500 local juris-
dictions (school districts, cities, bor-
oughs, and townships) using the tax .
More than a dozen localities also lev y
local incorne taxes in the states o f
Indiana, Maryland, and Michigan . In
fiscal year 1975, local income taxes
yielded $2 .6 billion to local govern-
ments, more than six times the amoun t
a decade earlier .

Local sales taxes, generally supple -

Tax Foundation, Inc ., is a publicly
supported, non-profit organization
engaged in non-partisan research and
public education on the fiscal and
management aspects of government .
Members of Tax Foundation are
urged to pass their copies of Tax

Features along to editors of thei r
house publications.

mental to the state-level general sale s
taxes, are widespread throughout mos t
sections of the country . The revenues
collected in fiscal 1975 totaled $6 . 5
billion, over three times as much as in
1965 .

Number of Government Units Levyin g
Local Sales and Income Taxes, by Stat e

As of September 1, 197 6

Number of local
governments levying

State

	

Sales lax

	

Income ta x

Alabama	 266

	

5
Alaska	 80

	

—
Arizona	 39
Arkansas	 3
California	 438
Colorado	 121

	

—
Delaware	 —

	

1
District of Columbia	 1

	

1
Georgia	 1 4
Illinois	 1,354
Indiana	
Kansas	 7
Kentucky	
Louisiana	 167
Maryland	 —

	

24
Michigan	 1 6
Minnesota	 1

	

—
Missouri	 152

	

2
Nebraska	 3
Nevada	 1 2
New Mexico	 33

	

—
New York	 73

	

1
North Carolina	 6

	

—
Ohio	 32

	

360 +
Oklahoma	 361

	

—
Pennsylvania	 3,500+
South Dakota	 18

	

—
Tennessee	 94
Texas	 854
Utah	 29
Virginia	 327
Washington	 30 1
Wyoming	 5

Source : Facts and Figures on Government Finance. 1977 Editio n
(forthcoming), Tax Foundation, Inc .
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Here Are Your Conference Chairmen and Speakers

Raymond J . Saulnier Thomas M . Macioce Emmett A . Murph y
Professor Emeritus, Columbia President, Allied Stores Corporation General Tax Counsel

University President, Tax Foundation Standard Oil of Californi a
Chairman, Morning Session Chairman, Luncheon Session Chairman, Afternoon Session

Alan Reynold s
Vice Presiden t
First National Bank of Chicago

Samuel M. Cohn
Robert R . Nathan Associates, Inc .
Luncheon Speaker

Laurence N. Woodworth
Chief of Staff, Joint Committe e

on Taxation

Martin S. Feldstein
Professor of Economics, Harvar d

University

George M . von Furstenberg
Professor of Economics, Indian a

University

The Hon . Clarence J. Brown
U.S . Representative from Ohi o
Member, Joint Economic Committee

William A . Niskanen, Jr ., Economist, Ford Motor Company, not pictured
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Foundation Recommends Salar y
Adjustments for High Officials

Adequate salary adjustments for top-
level government officials are obviously
necessary and desirable to attract com-
petent people to Federal service. But
future salary adjustment should be
made on the basis of a total compen-
sation concept including pay, benefit s
and allowances .

These are among recommendation s
made by Robert C . Brown, executive
vice president, Tax Foundation, to th e
Commission on Executive, Legislative ,
and Judicial Salaries .

"Consideration should be given to the
complex network of allowances avail-
able to Members of Congress . It is thi s
factor which has contributed perhaps a s
much as any other to the decline in
public confidence in the Congress," Mr .
Brown said in a statement .

Tax Foundation released a govern-
ment finance brief on Congressiona l
compensation in September titled, "The
Legislative Branch : the Next Billion
Dollar Bureaucracy." The brief calle d
attention to expenditures of $925 mil -
lion made by Congress—on itself—in
Fiscal 1976 .

Pay Compression Is Proble m

The Tax Foundation statement urge d
the Commission to address itself to "th e
serious problem of pay compressio n
within the Executive Schedule and i n
Grades 15 through 18 of the Genera l
Schedule." Mr. Brown endorsed the
recommendations of the President' s
Panel on Federal Compensation mad e
in December, 1975, that the Executive
Schedule should be raised to the point
that level V exceed the present compar-
ability rate for GS-18, and that the
existing linkage between level II of the
Executive Schedule and Congressiona l
salaries should not be permitted to
continue to distort or improperly de-
press executive salaries .

"The compression problem has re-
sulted in the loss of competent person -

nel in key positions through early
retirement at the peak of their capa-
bilities, and in compounding the diffi-
culties of recruiting top-level manage-
ment people for important posts .
Thousands of positions in the highes t
levels of the career service, as well as the
Executive Schedule are affected," Mr .
Brown pointed out .

Finally, he said, consideration shoul d
be given to the process of implementin g
the Commission's recommendations .

The recent announcement by New
York City that it plans to withdraw
from the Social Security system has
called attention to the possibility that
local and state governments might
provide better benefit protectio n
elsewhere .

Writing in Tax Foundation's Novem-
ber Tax Review, Robert J . Myers of
Temple University cautions that Socia l
Security is not a "bad buy ." Actually,
the number of withdrawals from the
system by government units prior to
1976 have been few, involving less than
100,000 employees .

System Is Not Bankrup t

Decisions to withdraw, says Profes-
sor Myers, may be based on perfunctor y
or erroneous analyses . States may with -
draw on the Constitutional ground s
that the Federal government may not
tax them without their permission . Bu t
a major error committed by those wh o
recommend withdrawal is failure to
take into account a number of specia l
features of Social Security, such as the
disability and survivor benefits .

For comparability purposes, an y
private arrangements should be priced

"It is inappropriate to have the salarie s
of the highest officials of the govern-
ment determined under a procedur e
which requires only a passive (or nega-
tive) act by the Congress .

"We believe it would be a step toward
restoration of public confidence if the
present statute were changed to require
an affirmation by the Congress of the
recommended salary levels for each
branch of the government," Mr . Brown
stated .

out on the basis of Social Security pen-
sions increasing automatically at a rat e
of five or six percent a year . Pension
costs in a private plan that provide s
fixed or level annuities after retirement
appear to have the advantage unde r
today's inflationary economic con-
ditions . That is because inflation create s
high interest rates on the investment s
made by private plans . But under such
conditions Social Security benefits wil l
rise steadily .

The Social Security system is no t
bankrupt, Professor Myers maintains .
Long term it is in the best interest of al l
parties that they continue their coverag e
and that coverage should be com-
pulsory .

"Prompt resolution of this proble m
by Congress is essential," he believes .

Robert Myers is professor of ac-
tuarial science at Temple . He was chie f
actuary of the Social Security Adminis-
tration from 1947 to 1970 .

This issue is printed on 100 per-
cent recycled paper .

Permission is granted to re -
produce all materials in this
publication in whole or in part .

Social Security Not a Bad Bu y
For State, Local Government s
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