" Testing of products:

Table 5

Selected Federal User Charges Added or Increased during Fiscal 1966

Activity Agency

Current charge

Previous charge

Testing and inspection services

Certification of animal Agriculture
products for export
" Grading of livestock, meat Agriculture
. and wool

Inspection of meat and meat ‘Agriculture
products

Batterles
. Cellophane tape -
 Electric lamps

Security cabinets

) Permits, licenses, and registration
- ,Admission to practice

.. Tax Court
_ before the court
‘License to remove sand . Interior
and gravel
"7 ""Llcense to use radio station ~ “Interior
_ License to use TV antenna Interior
Processing application for Commerce
sale of a subsidized vessel
.. to a private party where e
appraisal is made for the
‘Maritime Administration by
an independent appraiser
U. S. citizen identification Justice
card
.. copying, certifying, and searching of records
Copying, certifying and “. Navy
searching of records
Duplication of tax returns . Treasury
Searching of records Interstate
Commerce
Commission

Health servicesa

-Inpatient care of beneficlaries Veterans
of other agencies

Vetera

eterans
Administration

Room, board and routine Veterans
nursing services

Professional services Veterans
Administration
Routine drugs, medication Veterans
and supplies Administration
Medical care for forelgn Health, Education,
seamen anhd other and Welfare

non-beneficiaries

General Services.
- adminlistration

Adminlistration

Administration

$6.52 per hour regu-
lar tin’::; $6.84 r.lgar
hour overtime

$7.80 per hour

$6.08 per hour for

‘voluntary inspec-

tions; $6.32 per hour

overtime; $7.00 r
hour (laborato.y f%:)

$123 to $973 per test

-$250 per test
.$700 to $6,000 per

est

'$1,540 to $9,290 per
est _

. $10
~ $100 to $975 per year

"""$108 per year
'$50 for ten years

$400 per application

$5 per application

'$3 per hour

$1 per page
$3 to $6 per hour

$45 per day at GMAS
SR

; r day a
hcosph‘.a‘?le

$17.50 per day at NP
hospltals

$29 per day at GM&S

and TB hospitals
14,50 r day a
P hospitals

$11 per day at GM&S
and TB hospltals

4 per day at GM&S
2:1:? ™ hoyspitals

$45 per day

$5.84 per hour regular
time; $6.60 per ‘hour
overtime :

$7.40 per hour
$5.36 per hour for

voluntary inspections;
$6.08 per hour .over-

time; ia.n per hour
ra T

(laboratory fee)

- $81 to $657 per test

None

- $660 to $4950 per test

None:

None

a0 1o w107 aesiars T

None
None

None

None

50¢ per page

$2.50 to $3.50.per hour

44 per day at GM&S
:ndpga h%spnnls#
'$15,50 per day at N
hospitals

$15,50 per day at NP
hospitals

$25 per day at GMAS
and TB hospltals;
$13.25 per day at

NP hospltals

$8 per day at GM&S
' ndeB hospitals

$2.50 per day at GMAS
and TB hospitals

$44 per day
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Table 5 (Continued) |

it ”'Actlvlty Agency Current charge Previous chlrlo

'rreatrnent of volunta T Health, Education, - '$12 per-da 11 per.da
4 lnarcotlc addict patrlgnts Jeocand Welfare ' $ bl $ o y
w20 ‘at Public Health Servlce oy '

© " hospitals,

-;‘:Med!cal care for D.C, resi- '-_' ‘Health, Educatlon, Sl "s_l_z.x_s.,pa_r_;:qu o
.2 dents and prisoners at " -and Welfare SENCa TR Gl
- Saint Elizabeth's Hospital, - Bk

* Rental of buildings and lands """
Lease of agricultural a:roggl_-’_- L Navy.

s104aperday

o $165 to $704 per acra-.-' i "None.
.per year : )

- $26,16 per acre

Lease of land :
./$500 ‘to '$3,001 :per: - :None
Ciiyear i

Rental of bulldings -

:_»._-"\'Rnntai of cabin sites s 1§25 per site ' i '$15 per site N
‘ ;Rental of commal_'cl,nl-f'a_pnce_- 1 UNavy L 091,968 per month ‘None '
"-,._Rontal ofrlnnd = A_I_z,'_ﬁorce-f.'.f_-'-'--_. .07, $3,33 per . acre-. per. $.80 ﬁer acre-.-per

; _mon
Rental of equipment and vuhlclu A

_Lease of electrical facilities " - - Interior

E 1143 t0 $248 peryear .. None i < -
';'_;"_l.eau of telephone lines" ~ " .*“:“Air Force: "

-"'-..32-5?hpar 'mile'par ~None-

Leasecof utiity poles - Nawy

‘pole per year

/$6,000 per year

5:7$2,50 to $2.75 per:

“Rental of reproduction
~© egulpment

" Defanse Supply
: “- “Agency ;
""'--'fRentnl of teletype and voice ~  Defense Supply
el of type Agoney .n_pv._l _

$178,000-per yoar
-'fﬁ_f_sm of products and: puhilutlnnl

CEdit ““rennesee Valley - r cubic yard ”_-.-Nono
A ey~ B yard ©

Clin oTressesds” . - Tennesses Valley. -$3.32 to $9.20 per . $276 to §7.50per .
. Authorlty ) 0D ,_-__.'-?:ound_.::l"ﬁi'-.
--_-,;Asrlculture pnliminan{ report  ‘Commerce . -';?._sso nnd up per mag-. --_,_',_':’Nona"
| LEE _..._"°"° tape RIS
:;ch‘“’ and maps - Nawy ‘$itos25perset . ;- None -

‘Transportation and special services S
"ifTﬂﬂﬂpﬁ;t:tlon Vviapetroleum: - -Alr Force </ 4,63 per barrel “+ “None

S plipe : i Wi
""rug boat usage '.-__-'.an '$292,20 (avg,) per Job ** Nons .
Instaltat!on ofalr ' . ‘" ‘Federal Aviation R R
,_condltlonsm S Agency . . . o ey, oo
" - 220 volt unit n ST : $70 each ‘None
110 voit unit ; . " $25 each ~ None
‘Sorting of malling lists . -Post Office . ..~ $1.50 per 1,000 ad- None
: '_ accgrdlnt to ZIP code e : ﬁnsug or 'fractlon B '
Faty o St o thereof Ty S v
=T Security Investigations A-Atomic Energy- -~ ' '$480'each © U7 s430'each 0
_ - Commission _ _
Tralnin programs for state Treasury $8 per training day None
- and local government
_ . employees and officials
e "Use of 3.5’ hypersonic wind National Aero- $20,000 per 40 hour Nonhe
—— tunnel on company nautics and Space week
projects - Administration

a. GM&S—general medical and surgical; NP—neuropsychlatric; TB—tuberculos!s.

Source: Executive Office of the President, User Charges — Progress Report — Fiscal Year 1988 (Washing-
ton, D.C.: Bureau of the Budget, May 1967), pp. 1-28,
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Table 6

Percent Increase in Collections from Selected Items of Federal S e
| Nontax Revenue o

Fiscal 1957-1966

Percent increase

Collections,
1987- 1963- 1860- 1857- 968

"7 ‘Revenue sourcea 1986 1966 1883 1960 (millions) "

7 land products i _ .
e G '._I'.__I_‘_-"-Powerand-other utilities - 75 28 16 _"_‘j_ 18 o 2

- Patentand copyright fees . - <180 - "hd2R 12 w0 20

N \Fees and charges for services 253%15%25% 144%

Administrative, professional ' 480 . 70 89 = 80 29

- and judicial :
- Communication and transportation 100 - 40 - 25 14 - .14
~Charges for products | b8 b 34 el G020 La94

......

“Timber and other natural o AT eras no14eT AR g8, T a8 i

\';'-.'_.:’-:Minera!s, publications, other .= -'.'_—19 '5_8_. -21 =35
products and byproducts . o ey~ ey 0

-“f_‘,'ﬁees for permits and licenses -'.""":'_114 i s ' '|:"-77 _""-'.".'._'--',1.6
B ._.'.:.I._;;Admission fees and permits 60 33 20 o4 Wiy Sy
| -Businessconcessions . ‘. ‘.. 28 .50 1 0 =14 L 09 0l

¢ b " \mmigration, passportand 81 . ...21 - 26 PR TEE g Al
-+ consulor fees - S gt o s espraihel LN Wl -l S A

. Registrationand filingfees 600 75 100 100 . 14

" Rents 206 G-46 i34 o381 iiLpes vinu

it lands and other real property

......

. "'Rent on outer continental shelf ~-725° =50 TUNA UNA

Rent of equipment and other - - =23 il =26 S ; 37 o
personal-property . i

" Royalties 163 68 29 22 208
Sales of government property 144 259 -33 1 944
Sale of real property 419 40 435 62 83

- Sale of equipment ond other 132 590  —66 -2 - 862
personal property '

Seigniorage and bullion charges 1,200 1,313 ~22 18 650
Interestb 35 11 -21 54 847

a. Major divisions include items not shown separately.

b. Includes only interest on loans to government-owned enterprises, on domestic loans to individuals and
rivate orfanlxations. on forelgn loans, and a small amount of miscellaneous collections. Does not
{ggiggg mimrastigq éatés,t funds Tn.soa million in 1966) or Federal Reserve System deposits of earnings

] Dﬂ .

Source: Bureau of the Budget.
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during the middle third of the decade.
However, three sub-categories within
_this clasification showed a steady up-
‘ward trend throughout the decade:

~~admission fees, business concession per--

mits, and patent and copyright fees,

Rents, which increased 226 percent

-+ . over the full decade, nonetheless have

been declining steadily, In contrast, rev-

Lt -enue from sale of government property,

increasing by 144 percent over the dec-
ade, increased by the largest percentage
in the most recent third.

Seigniorage shows an extremely big
increase primarily because, in order to
forestall coin shortages, unusually large
amounts of coins were minted in 1966.
The 1966 receipts of $650 million repre-

sent an increase of $532 million over the ;
prior year’s receipts of $118 million. . -

vy
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- Nontax revenue sources are particu-
s larly important at the state and local
* . level. As observed earlier, a number of
sources producing substantial amounts
~:-of revenue — notably education and hos-
..“pitals — are confined almost entirely to
- the state and local level. This chapter

. taken place in the components. , -

.':-:(\;;_r;owth. of State. Nontax Revenue :

. State current charges and miscellane-
“-_ous revenue, which have increased by
" 167 percent over the period 1957-1966,
- .-appear to be increasing more rapidly as
... the decade moves along. Table 7 shows
¢t that these collections increased by 34

- percent in the first third of the period,

.. . . and by 12 percentage points more, or 46

- 7. percent, in the most recent third, Cur-
« -rent charges for education increased the

‘. most rapidly of all state nontax revenues.

- Education charges went up by 232 per-
cent, and increased very much more

- rapidly — from 39 percent in the first
third to 62 percent in the last third — as

~ the decade went by. It should be noted,

“~ moreover, that charges for education,
* representing 40 percent of nontax col-
lections in 1966, comprise the most im-
portant segment of state current charges.

Another component of current
charges, highways, increased by 172 per-
cent, but Table 7 shows that most of the
increase took place in the first third of
the period and that the rate of increase

20

~they were more or less uniform from
“state to state, In actuality there exist /.
~rather sharp variations, both in total ..
-amounts collected and in the degree of = .«
“rel'ance on each of the various types of ..
charges. By examining these variations, . .~ ..
_it may be possible to determine influ-

 State and Local 'N.O_.Iltax Revenues

_is probably dropping. Hospitals, which
increased by 140 percent, show a pattern -
‘difficult to interpret, increasing the most
“rapidly in the middle third and the least . =
“in the most recent third of the period.
‘Hospitals and highways together ac- -
‘count for about ‘one. ﬁfth .of . nontax.
= «will trace the use of nontax sources at s

- the state and local level, with particular

_“attention given to changes which__.J-ha_ye-','_-_.;. Variatiom among States

collections.

* Table 8 treats nontax collections as if .

ences associated with heavier or lesser. "'

use of the nontax revenue sources. .

Table 8, which lists per capita
amounts of collections for charges and
miscellaneous general revenue for each

of the states, indicates a considerable =

range at both state and local levels. State
per capita collections for both charges
and miscellaneous revenue ranged from
a low of $13 in Tennessee to a high of

$127 in Alaska, with a 50-state average
of $26. Current charges alone ranged =i

from $10 in Tennessee to $72 in North
Dakota; the 50-state average was $18.

Table 8 also demonstrates that differ-
ent states place widely varying emphasis
on each type of charge. For instance,
charges for higher education accounted
for 85 percent of total charges in New




Mexico but only came to 22 percent in
Massachusetts, Charges for highways ac-
count for 63 percent of all charges in
‘New Jersey, but are not levied at all in
- 20 of the states, Hospital charges repre-
- sent more than a fourth of total charges
- in-Virginia, but none in Alaska,

Any number of factors might logically

bt have some bearing on the absolute level

. of, or relative reliance on, charges and
other nontax sources, Tax collections,

... total expenditures for specific functions,
" ‘and personal income fall among the
“- . more obvious possibilities. However,
-+ -scatter diagrams plotted for each of

“these factors and total nontax revenue,

. charges alone, and charges for specific

functions, in absolute, percentage, and
per capita terms, failed to indicate any
relationship which would make further
analysis along these lines worthwhile.

The possibility then remained that the
use of nontax revenues may be simplya
matter of taste, the “individual” prefer-

ence of a particular state, If so, mathe- - -

matical proof would be out of the ques-

tion, but regional similarities might be .~ .. ¢
noticeable, if mapped. To explore the = ..
possibility of regional similarities, the ...
states were ranked for a number of vari-

ables related to the use of nontax rev-
enues, and then the highest and lowest

quintiles plotted on outline maps of the ==~

United States. The resulting maps sug-

Table 7

Percent Change, Selected Items of State Nontax Revenue . . .~

Fiscal 1957-1966

Percent change Percent of

Item

total charges
1960- 1857-
1968 1863 1880

1863-

. Charges and miscellaneous revenue
Current charges
.+ Education
- Highways
+ Hospitals
‘Natural resources
Other
Miscellaneous revenue
Sale of property
" Interest
Fines and forfeits
Rents and royalties
Donations
Other
Liquor store revenue

Taxes
License taxes

46% 36% 34%
46 38 44 70
62 48 39 40

‘34 21 68 e Ty

28 43 31 8
25 16

29 34 83
44 33 17
15 26 4
57 30 37
38 32 3
23 49 -9
60 16 67
39 32 -20
17 3 6

33 23 24
24 14

a. Less than 1 percent.
Source: Bureau of the Census.

and miscellansous . ...
reveiue, 1968.

100% -




Tabhle 8

‘Per Capita Amounts of State and Local Charges and
- Miscellaneous Revenue, by State

Fiscal 1966

Charges for function as perocent
of total current charges (stats)

“ Charges and miscel- |

SN laneous revenue ' State Institutions - ottty o
P current of higher Toll
o State State Local charges learning highways  Hospitals . My AT

Sl <yis Total 00T RS20 e S8 L S8 il 86%: Tt 16% . F i 1@ %, A
.« . s Alabama - oo 22 0 42 iy AR C e 0 '
a o Alaska i DU O et B TR el B i w28 v 429 :
oL Arizona e e 34 G B [
¢ 07 Arkansas SO rchs v s s BRI REC e | BRONC e a T o N g R
... California 9B 86 L1880 T8 Lk
LiebiaColorade Ut 89 T 46 i LU 32 MydueniB80 i @
CaeshxConnecticut S 29 U260 S Y22 28 L LSl
.+ i ‘Delaware - .. .62 0 . 87 ... . .8l L0058 . ...22
+"- Florida Lo 18 . 2-9B1 TR & c... 46 ¢ b
wilCeorgla S L 1 el 48 L A1 R B8 e
. ldaho RS g 7 (AN | ” o 8 A 77 -
vigerilllinols g wrienill Aan 38 - M8 Tuhelinen B8 ol
o7 wIndiana o e | IR R ¢ e e IR V-
e lowa S e wori Ll Sk g d i o
.. Kansas Fla aregn R 000 Swprte BB eyt miBY L, Wed B Cxzoedd oo
N ~ UV Kentucky it 22 PN 7 S U - RSN - NGRS s B
S T Maine y S0 et st ii8 e T2 o 4
.~ "Maryland s 406 LI ERY ki@l cLiv oAl 10088
'“'Massachusetts .. 21 - 28 w18 e ee 38
" Michigan < - 48 : 24 77
~ .- 'Mississlppi . 0 24 . A87 22 o8l
- *"Missouri 16 | I 13 1R
~Montana 42 41 27 82
-Nebraska 27 47 20 70
< ‘Nevada ' '26 77 ‘19 - 40
- New Hampshire 28 . - 20 SN SRR 7
~ “New Jersey .24 i | e =39 I8
. - “New Mexico 76 43 26 85
. NewYork 23 50 18 23
North Carolina 22 27 17 76
North Dakota 88 43 72 32
Ohio ¢ ok 41 17 66
~QOklahoma 43 39 3 64
Oregon 44 45 3 71
Pennsylvania 17 33 13 45
Rhode Island .18 18 15 51
South Carolina 22 25 20 . 46
- South Dakota 44 25 34 - 60
-Tennessee - 13 37 10 74
Texas 28 41 13 74
Utah 41 29 31 78
Vermont 37 11 27 78
Virginia 28 28 22 48
Washington 38 65 25 61
West Virginia 23 29 18 60
Wisconsin 28 35 22 73
Wyoming 62 64 25 77
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a, Less than 1 percent.
Source: Bureau of the Census.
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gested that in at least some dimensions,
_ the use of nontax revenue may be re-
lated to a state’s geographic position.

A glance at Chart 1 shows a sharp
East-West division in the per capita
~ level of charges and miscellaneous rev-
enue, with all of the bottom quintile
"~ located east of the 95th meridian, and

- .all but one of the topmost quintile west

" of the 90th meridian., Chart 2 indicates

.~ a similar geographic division when
« - charges-and -miscellaneous- revenue are-

o

computed as a fraction of personal in-
come. It is interesting, however, that no
geographic pattern appeared when the
map was plotted for charges and miscel-
laneous revenue as a percent of total
general revenue (chart not shown),

Per capita charges for the three major
functions — higher education, toll high-
ways, and hospitals — also were plotted.
Chart 3 shows the two quintiles fall
roughly into an east-west division, but

with ‘more-exceptions than in Charts 1.~ '~ "

i Chart 1 . s
... .. Per Capita Total Charges and Miscellaneous Revenue .~

.. Fiscal 1966 -

Highest quintile

Lowest quintile




. .. Chargesand Miscellaneou

and 2. Per capita charges for toll high-
ways also show geographic clustering,
but in this case the highest quintile is
found concentrated in the Northeast,
with 20 states levying no charges (not
shown). Charges for hospitals (not

- shown) followed no discernible geo-

graphic pattern.

Local Nontax Revenue

At the local level, current charges and
. ‘miscellaneous revenue both increased

' *_ by about the same percentage (131 and

125 percent) over the period of 1957-
1966. However, Table 9 shows that the
percent change in current charges was
largest in the first third of the period and
tapered off thereafter, while miscellane-
ous revenue reversed the pattern. Both
major divisions of nontax revenue none-
theless increased throughout the period
more rapidly than taxes; charges and
miscellaneous revenue. combined in-
creased 129 percent over the ten year
period, in contrast with an increase of -

89 percent in local taxes. Only income . -

Chart 2

s‘Revenue per $1,000 of Personal Income -~ -
- 'Fiscal 1966 e e

Highest quintile

Lowest quintile




taxes increased by as large a percentage

‘as nontax revenues.

Charges for some functions increased
by large percentages. These include

“education (152 percent), hospitals (156

percent ), sewerage and other sanitation
(182 percent) and airports (207 per-

«cent). With the possible exception of

hospitals, nowever, the increase in

charges for these functions appears to

be declining. It should be noted that hos-

~ pitals represent a fairly important source

of receipts, accounting for 14 percent of
total charges and miscellaneous revenue.

Two types of miscellaneous revenue
increased by extremely large percent-
ages: sale of property (264 percent)
and interest earnings (296 percent). The
former increased by a striking 193 per-
cent in the first third of the period and
then dropped to quite small percentages.
Interest earnings show the largest per-

‘centage increase in the most recent third

of the period, but exhibit a puzzling i
drop in the middle third. o

Chart 3
Per Capita Charges for Higher. Education
& Fiscal 1966 -

LTS
gt

Highest quintile

Lowest quintile ===




 City Nontax Revenue

The largest cities also showed big in-
creases in charges, though not nearly so
large as the state increases, even allow-

“ing for the shorter time span. Unfor-
. tunately, patterns of change in the cities
- alone cannot be traced over so long a
- period as in the case of all types of local
units as a group. City figures prior to
" 1960 cannot be compared with subse-
- tquent years, as a consequence of changes
in the composition of the large-city
. “group. On the basis of the two periods
- shown in Table 10, however, it would
~appear that the increase in city charges
is slowing down. This general pattern
~ of a decreasing rate of increase typifies

most of the specific services for which
the cities impose charges, with the ex-

ception of highways and water transport.

Nevertheless, the percentage increase

-generally exceeded the increase in col- .

lections for all taxes except income taxes
in both periods shown in the table.

The search for factors related to the
level of charges and miscellaneous rev-

enue in the cities proved even more dif-

ficult and unrewarding than in the case

of the states. Scatter diagrams and geo-
graphic plotting for variables similar to
‘those considered for the states proved . -
totally fruitless. The only meaningful |
‘variable at the city level appears tobe i -«
“city size, as indicated in Table 11. In .| =

Epa Ry ‘Table 9
oo Percent.Change, Selected Items of Local Nontax Revenue - -« oo o
| Fiscal 1957-1966
Percent change Percent of total
charges and
1987 1963. 1880- 18587- miscellansous
item 1988 1988 1983 1960
- Charges and miscellaneous revenue =~ 129%  26% 32%  38% 100%
Current charges 131 24 31 42 Te
.- Education 152 33 31 45 20
" Hospitals 156 @ 34 25 52 14
" Sewerage and other sanitation 182 25 50 51 10
" Parks and recreation 131 31 28 26 2
Housing and urban fenewal 69 1 33 25 6
Airports 207 24 54 61 3
Water transport and terminals 25 16 14 -6 2
Miscellaneous revenue 125 32 33 28 28
Special assessments 84 18 22 28 6
- Sale of property 264 4 20 193 3
Interest earnings 296 85 26 70 9
Utility revenue 76 13 24 25 68
Taxes 89 23 23 25 -
Property 89 23 23 25 -
General sales 107 27 22 34 -
Income 130 51 23 24 -

Source: Bureau of the Census.
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Table 10
- Percent Change, Selected Items of City Nontax Revenue .
43 Largest Cities : ' -
Fiscal 1960-1966
Percent change " Percent of total
0- 1983- 1960- I:I'::I :'.'.-,%'35. i MR £ M
47 1966 1866 1963 revenue, 1988 ' . o
i+ Charges and miscellaneous revenue. - AT % '14% 130% _ 100%
" iCurrent charges:i: o N80 18 - -€.27 | :
.. Education e g1 Bl ST 88 i i 8
i el U Highways ¢ 38 21 9 6
we i Hospitals G 49 S 4 48 4
R .7 -‘Sewerage and other sanitation ... -58 . 10 = .44 10
{0 . T Parksand recreation . B2 .o 19 028 4
- 'Housing and urban renewal 88 19 .- 16 10
B Alrports Vet109 FiT26 S N86 iy
P .. Water transport and terminals 32 16 14 3
... Parking facilities LT 28 N0 el 3
+: -+ .- Misc. commercial actlwtaes Gt @ e €54 1
" Other Ny DL T 16 i RITRIT g
Mnscellaneousrevenue g vy 8w @@ v " 39
_Special assessments - o0 0120 =20 Lt
- Saleofproperty - 743 ' -38 130 .6
~ Fines and forfeits .~ ..o - 46 o 17 24 s 9
; Interest earnings. .- 168 w39 v 017 12 .
" Utility revenue ' 25 19 Pt - .94
Taxes s R 18 14 -
.~ Property 80 Fei'plB i +18 -
~ General sales 32 11 19 -
Income 68 21 38 -

N . . Source: Bureau of the Census.

general, the level of per capita charges
is directly related to city size. For ex-

- ample, in fiscal 1966 per capita charges
" :amounted to $27 in cities with popula-

tion of 1 million or more, but fell at the
considerably lower figure of $15 for

~ municipalities with population less than

50,000. On the other hand, charges held

~a more important role in total city rev-

enue in the smaller cities, accounting for
23 percent of general revenue from own

sources in the smallest municipalities

olises.

Charges and Related Expenditures |

Increases in receipts alone do not tell
the full story, however. As indicated
earlier in the discussion of trilevel re-
ceipts, the extent to which charges fi-
nance particular functions provides a
valuable guide as to their importance.
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Table 11

- Current Charges, Per Capita and as Percent of General
Revenue from Own Sources, by City Size

A

Fiscal 1960 and 1966

Par capita charges

Charges as percent
of general revenue
from own sources

City Size 1868

1960 1968 1980

-1 million or more Mot f2 0607
- .500,000t0999,999 - . 19
. .'300,000t0499,999 - 21

- +200,000t0299,999 - . .18

© ©9"100,000t0 199,999 - 7t 20
© .. 50,000to 99,999 . [Ty

-+ Less than 50,000 15
All municipalities 18

111918

12 eraERe fa

e T TR T

218 it LalB iy

S b S % 418
9 23
12 16

" :'Source: Bureau of the Census.

i I..Table 12 shows that in 1968 collections
" from charges amounted to about two
.“ ' thirds ‘of associated expenditure in the

“.case of non-highway transportation;

... about one third in the case of the four
_- " functions of institutions of higher edu-
. -~cation, hospitals, sewerage and other

i sanitation, and-housing. and ‘urban re-*

)

‘newal; from 11 to 15 percent for educa- "
“tion in general, natural resources, and . °
“locdl parks aad recreation. Except for
- housing and urban renewal and natural
‘resources, these fractions represented . .
‘increases in the reliance placed on v
-charges, compared with-the figures for"

Table 12
State and Local Revenue from Selected Charges

" as Parcent of Direct Expenditures for Associated Function - ..

Fiscal 1957 and 1966

Function

Charges as percent of axpenditures

1866
1987 1968 minus 1987

"Education
“Institutions of higher education

Hospitals
Sewerage and other sanitation
Local parks and recreation
Natural resources

- Housing and urban renewal
Nonhighway transportation
Utilities
Liguor stores

182

8.7% 11.1%
30!5
30.6
30.7
14.7
12.7
32,5
64.4
83.9

125.0

24%

19,3
7.5

10.8

23.1
19.9
14.2
145
58.3
47.9
82.6
126.6

Source: Bureau of the Census.

28




N ! \
Fr ] +

- Government Charges: e

Selected Economlc Issues

:"Up to this point the imphcit definition

-of a nontax revenue source has merely
“been that it is something which is not a
“tax, and the topic has been considered

"gory of current charges, where the line
‘between nontax and tax—especially the -
“excise and license taxes—sometimes, be.-,
' comes extremely mdlstmct e

‘almost entirely from a revenue pointof " o o d similar t ' of i
.view. This chapter will attempt to take " s ‘CHALRE, And EmUAr types G
a closer look at the nature of nontax rev- /ICILtax revenue sources differ from taxes ;
“enue  sources: exactly how they differ ™" two majar. waysi-(1) the individual 2
“from "taxes the reasoning behind their can exercise a considerable degree of -
-.-.-:-.f_use an d ,how the can a.Ee ct the___f;{.’é;choice as to whether to incur nontax
! . y ~ " liabilities, and (2) in return for payment

~ he receives some definite good or serv-

. tail, and the material which follows 'is

'-f_necessanly selective. In general, the aim |

is to examine in some detail those facets
“of nontax revenue which might have

“of ‘government. ok st
_‘_".'Q_N__amre of Nontax'Revenue R st

.~ Some nontax revenue sources present

‘no problems of classification. No one
~~would dispute that receipts from the
sale of government property, or interest
“income, or royalties collected, are some-
_ thlng other than a tax. In fact, most of
the items traditionally listed under “mis-
_cellaneous general revenue” (as found,
for example, in Table 3), offer clear
cases of governmental receipts which
would be quite difficult to confuse with
a tax. Difficulty does arise in the cate-

: ~‘ice, People can avoid paying most types.
tax revenue sources, obviously not all of taxes only by making drastic dltera-
“ramifications can be covered in full de- . ‘tions in their life patterns. In contrast, -
.many fees and charges involve areas of
‘murginal importance to most people, or -
‘those in which commercial alternatives .
of slightly different quality or free gov- -
.common applicability'to all three levels;’f;_-'}f'

ernment alternatives of lesser quality

' ,are available. For example, many peo-
"“"'“"--ple, feeling indifferent to the pleasures -
“of outdoor living, easily and without
‘deliberation avoid the fee for a camping
permit in a national park. Public charges <
“for higher education fall only on those . ...
“who attend college, selecting a public -~ - -
“institution rather than a private one. =i i
Highway tolls need not be paid if oneis =

willing to use alternative routes which
may take longer or provide less comfort,
but nonetheless serve for reaching a des-
tination. In each case, when the individ-
ual chooses to pay the specified fee, he
receives something definite in return.
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The line betwen tax and nontax rev-
enue sometimes becomes very thin, For
example, it can be contended that spe-
cific excise taxes may be avoided by
_abstention from certain types of con-

sumption, But excise taxes fail the sec-
-ond part of the test; payment of the fee
alone does not provide the payer with a
‘definite “something” in return, unless
-one takes as a tangible good the privi-

~"'lege of spending yet more to buy the
. firearms, sugar, telephone call, or other

‘taxed commodity, A more difficult prob-

- lem of definition arises in the case of

- license taxes. Probably one could say
-that the voluntary element of license
- taxes does not loom very large. Still, an
- individual or firm does buy a definite

R  privilege when he pays a license tax.

i ‘General Principles of User Charges

- . If people are willing to pay the gov-

/.. ernment for some good or service, then
- one might contend that production of

- - the item surely could be relegated to the
“private sector and in fact belongs there, -

- Why, then, might a government engage
. in supplying anything but those public
~ goods whose free provision benefits so-
- ciety generally? Why might government
engage in quasi-business activities de-
_signed to serve various special and pri-
vate ends?

Four major reasons underlie govern-
ment provision of goods and sevvices for
a fee. These are: (1) the expectation of
undesirable by-products if produced pri-
vately; (2) low profitability of the en-
terprise; (3) cost advantages related to
joint products, one of which must be
government provided; (4) tradition or
historical accident.

Cuntrolled-access tollroads provide an
example of the application of the first

reason, While a private firm doubtless
could construct and operate a similar
highway, if it were governed primarily
by a profit motive—as, indeed, would be
its normal guide—then doubtless it could
maximize returns by permitting bill-
boards and assorted vendors along the
course of the route. If most of the pub-
lic considers such billboards and vendors
socially or esthetically undesirable, then
one way to avoid them lies in govern-
ment construction and operation of the
facility.! Charges, set at some level suit-
able for the recovery of costs, may -
closely approximate those which have
been established by a private operator.
There may or may not be an attempt to
offset the loss of income resulting from
the decision to exclude advertising and -

not commercialize use of the highway.

frontage.

Some urban renewal projects illustrate
the case in which low profitability of the
enterprise (in comparison to similar in-
vestment opportunities available to pri-
vate firms) creates a situation in which
the function probably would not be ful-
filled unless government undertakes it.*
Associated social gains may be expected.
But they may not represent values for
which a commercial builder can expect
to be compensated. Because of such non-
tangible benefits, the project may be at-
tractive to the public body, even ata rate
of monetary return lower than the mar-
ket offers for somewhat similar activities
of equal risk.

Economies related to joint products
come into the picture when government,
for reasons of public safety and the like,
must maintain an inspection or regula-
tion program. It can then happen that
the capital equipment and personnel
necessary for the inspection/regulation

., Government regulation of the private firm's operation might provide another spproach with similur product

resulting,

2. Of course not all such projects fall into this categoty.
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