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ALTERATI VE MEASURES CF
STATE AND LOCAL GOVERNMENT FI SCAL CONDI Tl ONS

I. | NTRCDUCTI ON

A large share of federal spending each year is channeled
through state and l|ocal governments, much of it in prograns
designed specifically to support state and l|local governments in
providing ongoing services. As (Congress considers the level of
support for state and local governments, it may wsh to evaluate
the relative fiscal condition of recipient jurisdictions.l This
mermor andum describes alterative neasures of the fiscal condition
of state and local governnents.

Wiile the fiscal condition of a governnent cannot be sinply
or precisely neasured, several characteristics of a jurisdiction
hel p describe its financial status and allow conparisons between
gover nment s. Among the partial indicators of state and |ocal
governments' fiscal conditions are:

o The Dvision of Service and Revenue Responsibilities.
lT'dentifying a governnent's service and revenue responsi-
bilities is an inportant first step in assessing its fis-
cal condition. Al states delegate some responsibilities
to local governnents for providing services and raising
revenues, but the pattern varies anong jurisdictions.
Understanding these structural differences is inportant
since a narrower range of responsibilities assuned by one
locality--other things being equal--could nean less strain
on its budget. Similarly, a locality with a broader range
of service responsibilities will experience greater fis-
cal strain than others with simlar economic conditions
but fewer responsibilities. -

B |

This memorandum was prepared for use of Congressional Staff
menbers only. Permssion to circulate it to others or to cite it
shoul d be obtained from Nancy M. Gordon, Assistant Director, Human
Resources and Community Developnent Division, CBO (225 4546).
Questions regarding the analysis nmay be addressed to Roberta Drews
(225-9761). The memorandum was wWitten by Kenneth Thorpe, pre-
viously an intern with the Congressional Budget O fice.




0 Resources Available. The resources available to govern-
ments TOr supporting a given level of services are a
second indicator of the fiscal condition of jurisdic-
tions. The resources available to provide public services
come from two sources: revenues raised directly by a
jurisdiction and funds transferred from other govern-
ments. The ability of a jurisdiction to raise revenues
directly depends on both the prevailing level of income--
upon which nost other taxing sources are sonmewhat
dependent-—and the popul ation base. The size of inter-
governnental transfers depends principally on decisions
made by other jurisdictions.

0 The Balance Between Revenues and Expenditures. A third
way to assess the fiscal condition of governnents is to
measure their revenue and expenditure flows. Al though a
short-run mismatch between expenditure commitnents and
receipts nmay be acceptable-—or even desirable if the
shortfall is designed to stimuilate a lagging economy--
repeated shortfalls may signify underlying problens in a
governnent's fiscal condition, particularly since nost
state and local governments are legally prohibited from
incurring deficits in their general funds.

This memorandum examnes these three aspects of the fiscal
condition of state and local governments. Section Il describes
the division of service and revenue-raising responsibilities
between state and |ocal governnents. Section IIT examnes the
resources=—both Owl-source and intergovernmmental--available tO
state and local governments to support public services. The final
section describes the flow of funds into and out of the state and
| ocal sector and the budgetary condition of governments.

1. The choice of fiscal condition neasures for evaluating federal
grant-in=-aid prograns woul d depend on the nature of the grant
progr am For a discussion of programs that aid state and
local governnents, see: The Congressional Budget Cfice,
Community Devel opnent B ock G ants: Reaut hori zation |ssues,
Apri T 1980 and (eneral Revenue Sharing: Ihe Administration's
Reauthorization Proposal and Other (ptions for Distributing
Funds, September 1980.




[1. RESPONSIBILITIES FCR RAISING REVENUES AND PROVI D NG SERVI CES

An inportant first step in determining a jurisdiction's fiscal
condition is to identify how the responsibilities for raising
revenues and providing services are shared by a state and its
| ocal governnents. Absol ute conparisons across states are diffi-
cul't because the types of services states provide and the prices
they must pay vary greatly. It is possible, however, to conpare
how states divide with local governnents the responsibility for
provi ding and funding services, regardless of the level or type of
service provided. This section first describes the distribution
of general expenditure and revenue responsibilities between states
..and_their- local governments_and then exanmines in more detail how
state and local governments raise revenues and what types of ser-
vices they provide.

D STR BUTI ON CF REVENLE AND EXPENDI TURE RESPONS| Bl LI TI ES

In general, state governments collect nost state and |ocal
revenues, and local governnents provide nbst services——-a pattern
that has held through nost of the 1970s. In 1977-1978, the
typical state governnent raised 58 percent of state and |[ocal
OwWn-source revenues Whereas |ocal governments made 55 percent of
total expenditures (see Table 1). The average state governnent's
share of expenditures was about 45 percent of the total in both
1970 and 1977, while its revenue-raising responsibility increased
from 56 to 58 percent of the total during that tine. These
aggregate figures mask much diversity in state fiscal structure,
however.

Although individual state governnents can be identified as
either above average in the revenue and expenditure responsibili-
ties they undertake, below average in both categories, or above
average in one respect and below average in the other, few comon
characteristics seem to identify the states in each group. Twenty
states, concentrated in the South but representing all other

regions as well, are above the median both in the revenues they
raise and in the expenditures they nmake. Twenty-one states are
bel ow the median in both their revenue and expenditure responsi-
bilities. Wiile many of these are large, industrialized states

such as New York, New Jersey, Mchigan, Chio, and California, such



TABLE 1. PERCENTACE F TOTAL STATE AND LOCAL REVENUES RA SED AND
EXPENDI TURES MADE BY STATE GOVERNMENTS:  1977-1978

Per cent of Per cent of
S at e/ Local S at e/ Local
Sate Revenues Expendi t ur es
(by Census Raised by State Made by State
Regi on) 1977-19782 1977-1978b
NCORTHEAST
New Engl and
Gonnect i cut .7 44.8
Mai ne 64.9 50. 3
Massachuset t s 52.5 42.5
New Hanpshire 46.4 48.1
Rhode [sl and 63.0 55.8
Ver nont 6l.4 59.8
Md Atlantic
New Jer sey 48.7 3H5.1
New Yor k 45.2 23.7
Pennsyl vani a 58.3 44.6

M DNEST
East North Central

[1linois 53.3 39.8
| ndi ana 60.9 37.5
M chi gan 57.8 38.6
Ghio 51.5 35.9
Wsconsin 62. 8 34.6

-Wst North Central

| ovna 56.1 39.6
Kansas 5.1 38.3
M nnesot a 62. 1 36.3
M ssouri 51.2 40.0
Nebr aska 47.9 38.4
N Dakot a 65.7 51.2
S. Dakota 52. 4 53.9

(CGont 1 nueq)



TABLE 1. QGONTI NUED

Percent of Percent of
Stat e/ Local St at e/ Local
State Revenues Expendi t ures
(by Census Raised by State Made by State
Regi on) 1977-19782 1977-1978b
SAJTH
South Atlantic
Del avar e 77.1 54.7
Horida 51.5 30.9
CGeorgia 53.1 42 .4
Maryl and 57.7 39.8
N CGarolina 66. 9 40.2
S Crolina 66. 0 50.4
Mrginia 60.3 47.9
W. Mirginia 72.2 55.8

East South Central

A abana 4.6 50.2
Kent ucky 73.7 57.9
M ssi ssi ppi 65.4 45.0
Tennessee 55.5 43.2
West South Central

A kansas 65.6 50.7
Loui si ana 65.8 48.4
k| ahoma 65.1 47.6
Texas 5.8 36.9

WEST

Mount ai n

Ari zona 57.4 34.6
Qol or ado 50.1 36.0
| daho 61.2 48.6
Mont ana 51.1 44. 6
Nevada 49.3 38.0
New Mexi co 79.7 50.1
U ah 62.5 48.0
\Wom ng 55.5 40.6

( Cont 1 nued)



TABLE 1. QONT NUED

Percent of Percent of
S at e/ Local S at e/ Local
Sate Revenues Expendi t ur es
(by GCensus Raised by State Made by State
Regi on) 1977-19783 1977-1978b
Pacific
A aska 72.8 60.0
Glifornia 514 316
Hawali i 0.2 77.8
O egon 53.6 _ 41 .3 .
Véshi ngton 60.5 42.6
Median State 58.1 44.6
Range 45.2 - 80.2 23.7 - 71.8

SOURCE: (BOcalculations fromu.s. Departnent of Commerce, Bureau
of the Census, Governnental F nances in 1977-78, Tables 5
and 12.

a. Revenue responsibility is the percent of general state and
local own-source revenues (taxes, user charges and fees)
raised by the state government. Revenues raised by social
insurance funds, utilities and |iquor stores are excl uded.

b. Expenditure responsibility is the percent of state and |ocal
direct general expenditures nmade by the state governnent.
Expenses for insurance trust funds, liquor stores, and utility
operations are excl uded.



smaller, principally rural states as Kansas, Nebraska, Nevada, and
Womng also appear in this group. The remaining nine states in
which the state is above average in one area of responsibility but
bel ow average in the other represent all but the Md Atlantic and
East North Central regions.

THE GOMPCHl TI ON CF STATE AND LOCAL O\ SOURCE REVENUES

States and localities nake varying use of taxes and user
charges in raising revenues. In 1977, the average state drew
nearly 82 percent of its own-source revenues from taxes and the
bal ance from user charges, while local governments in the average
state drew 69 percent of their own-source revenues fromtaxes wth
user charges providing the remainder. States and localities also
differ in the types of taxes enployed, with state governnents
depending principally on sales and income taxes, and |ocal govern-
ments relying nost heavily on property taxes.

State Governnent Revenues

Athough the average state relied on taxes for nearly 82 per-
cent of its 1977 own-source revenues, the pattern differs con-
siderably by state (see Table 2. For exanple, North Dakota,
South Dakota, New Hanpshire, and New Mexico all received approxi-
mately one-third of their own-source revenues through user

char ges. In contrast, wuser charges accounted for less than 15
percent of own-source revenues in a nunber of states, including
Pennsyl vania, Chio, Illinois, Florida and Texas.

The principal tax sources for the typical state government are
sales and incone tax collections, which accounted for 56 percent
and 23 percent of tax receipts, respectively, in 1977 (see Table
2). An additional 8 percent of tax revenues is raised through
corporate incone taxes, and the remainder from a variety of
sources including license and estate taxes and property and sever-
ance taxes. States differ considerably, however, in the extent to
which they rely on different taxes. A nunber of states, including
Texas, South Dakota, Nevada, Washington, Womng and Florida, did
not tax individual income in 1977. In contrast, individual income
tax collections in such largely industrial states as Connecticut,
Massachusetts, New York, Wsconsin and Del aware accounted for over
40 percent of tax revenue.



TABLE 2. STATE GOVERNMENT REVENLE SORCES, H SCAL YEAR 1977

Own- Sour ce_Revenues Maj or TaxesP
Taxes Chargesr Per sonal Cor por at e Sever ance
(Percent of (Percent of Sal es I ncone ~I'ncone Taxes
State Onn- Sour ce Onn- Sour ce (Percent of (Percent of (Percent of (Percent of
(By Census Region) Revenues) Revenues) Total Taxes) Total Taxes) Total Taxes) Total Taxes)
NCRTHEAST
New Engl and
Connect i cut 79.6 2.4 72.3 4.1 13.9 -
Mai ne 80.7 19.3 63.2 16.0 7.5 -
Massachusetts 8.3 15.7 40.0 40.6 13.5 -—
New Hanpshire 68.5 31.5 57.0 3.5 16.5 0.1
Rhode |sland 4.7 25.3 58.1 - 23.7 9.3 —
Ver nont 76. 2 23.8 49.1 30.4 7.4 -
Mid Atlantic
New Jer sey 80.3 19.7 50.8 2.9 10.7 -
New Yor k 8.1 16.9 36.9 42.1 12.1 —
Pennsyl vani a 89.1 10.9 50.2 21.1 11.9 -~
M DWEST
East North Central
I1linois 8.1 11.9 56.7 26.6 7.2 —
Indiana 81.1 18.9 66. 2 22.1 4.0 c
M chi gan 8.0 16.0 4.7 30.2 16.3 0.2
hio 819 11.1 59.7 17.2 8.8 0.1
W sconsi n 86.0 14.0 38.5 41.9 9.2 c

(Gont I nued)



TABLE 2. Conti nued

Onn- Sour ce_Revenues Myj or TaxesP
Taxes Charges® Per sonal Cor por at e Sever ance
(Percent of (Percent of Sales | ncore | ncore Taxes
State Oan- Sour ce Oan- Sour ce (Percent of (Percent of (Percent of (Percent of
(By Census Regi on) Revenues) Revenues) Total Taxes) Total Taxes) Total Taxes) Total Taxes)

Ve¢st North Central

Iowa 83.0 17.0 44,2 3.6 7.1
Kansas 83.0 17.0 53.8 21.6 12.7 0.1
Minnesota 85.3 14.7 39.5 38.5 10.4 2.4
M ssour i 6.8 13.2 58.1 24.4 6.6
Nebr aska 819 18.1 56.0 27.9 6.9 0z
Nor t h Dakot a 65.6 34.4 55.7 18.6 7.4 5.2
Sout h Dakot a 66. 2 33.8 87.0 15 0.4
SAOJTH
South Atlantic
Del awnar e 78.2 21.8 17.6 43.0 7.4
H ori da 88.6 11. 4 73.7 5.9 T=
Georgi a 87.0 13.0 59.5 260 9.0
Mar yl and 79.9 20.1 46.5 37.9 54 —
North Carolina 85.3 14.7 47.3 32.8 8.6 -
South Carolina 79.1 20.9 50.8 24. 4 9.0 -
Virginia 78.6 21. 4 47.7 | 34.8 1.7 T
West Mirginia 86. 2 13.8 71.8 1 18.3 2.5

(Continued)
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TABLE 2. (onti nued

Omn- Sour ce  Revenues | Myj or TaxesP
Taxes Chargesd Per sonal Corporate Sever ance
(Percent of  (Percent of Sal es | ncone | ncone Taxes
State Oan- Sour ce Oan- Sour ce (Percent of (Percent of (Percent of (Percent of
(By Census Regi on) Revenues) Revenues) Total Taxes) Total Taxes) Total Taxes) Total Taxes)
East South GCentral
Al abanma 80.1 19.9 64.7 18.7 5.4 10
Kent ucky 83.1 16.9 53.7 21.7 8.4 7.2
M ssi ssi ppi 8.0 17.0 72.3 13.6 4.7 2.6
Tennessee 85.4 14.6 73.9 14 10.2 0.1
West South Central
Arkansas 86.4 15.6 611 2.4 83 13
Loui si ana 76.9 13.1 49.6 7.7 55 28.8
I ahorma 75.7 14.3 43.3 19.1 6.2 16.8
Texas 79.0 11.0 67.0 L L 19.1
VEEST
Mount ai n
Ari zona 86. 1 13.9 613 16.5 4.5 o
(ol orado 77.5 2.5 511 3L5 7.5 0.2
| daho 8.1 14.9 47.8 0.4 8.4 0.1
Mont ana 78.2 21.8 26.6 359 80 13.9
Nevada 86.8 13.2 78.1 c
New Mexi co 68.1 3L.9 62.9 15 78 17.2
Ut ah 771.2 22.8 57.8 2.8 4.7 17
Wom ng 76.9 23.1 57.1 - - 2.1

(Continued)
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TABLE 2. Conti nued
Q- Sour ce_ Revenues Maj or TaxesP
Taxes Charges_f Personal Cor por at e Sever ance
(Percent of (Percent of Sal es | ncone | ncone Taxes
State Onn- Sour ce Onn- Sour ce (Percent of (Percent of (Percent of (Percent of
(By Gensus Region) Revenues) Revenues) Total Taxes) Total Taxes) Total Taxes) Total Taxes)
PAQ FI C
Al aska 817 18.3 8.5 27.2 4.7 31
California 87.7 12.3 47.7 28.8 13.0 0.2
Hawai i 78.2 21.8 64.9 2.6 4.1 -
QO egon 72.6 27.4 16.3 57.8 9.4 0.4
Washington &2 15.8 7.7 - -— 14
Median State 819 18.1 56.0 23.3 7.5 0.1
Range 65.6 - 88.6 11.0 - 344 8.5 - 87.0 0.0 - 57.8 0.0 - 130 0.0 - 288

SORE (@BOcalculations fromU S. Departnent of Commerce,
1977, Table 7.

Bureau of the Census, State Governnent F nances

a. Charges include current charges,

speci al

assessnents and all

ot her

revenue not classed as taxes.

b. Qher taxes not reported here Include I cense, death, and gift and property taxes.

c. Severance tax collections in these states account for less than 0.05 percent of total

tax receipts.



Al though taxes renmained a constant share of state own-source
revenue during the 1970s, reliance on various taxes shifted. Be-
tween 1971 and 1977, taxes on sales and gross receipts declined
from over 62 percent to 56 percent of the typical state's tax
revenues. During that same period, reliance on individual incone
taxes increased by over 5 percentage points, and reliance on cor-
porate tax collections increased by nearly 2 percentage points.l

Local Governnent Revenues

Tax collections account for a smaller share of l|ocal govern-
ment Owl-source revenues in the typical state, but, again, the
pattern differs by jurisdiction. As of 1977, local government tax
collections typically accounted for 69 percent of own-source
revenues while user charges provided the remaining 31 percent (see
Table 3. Among central cities with populations above 300,000,
tax collections varied from 92 percent of total own-source
revenues in Newark to only 36 percent in Gncinnati (see Table 4).

The relative reliance on specific taxes also varies anong
local governnents. In the typical state, property tax collections
typically accounted for 85 percent of all local government tax
“receipts in 1977 with the remaining 15 percent collected from
varying conbinations of sales and individual income taxes as well
as other taxes. For the typical central city with a population
over 300,000, however, property tax collections accounted for 60
percent of all tax receipts in 1977, while sales taxes generated
over 31 percent of all receipts. The reliance on these tax
sources varied wdely anmong individual cities. Property taxes,
for exanple, accounted for over 95 percent of tax collections in
Boston, M| waukee and Indianapolis but less than 30 percent of tax
receipts in Columbus, CGncinnati, Philadelphia, Birmngham and
Tulsa. G the thirty-nine central cities examned, twelve
collected individual income taxes in 1977, relying on them for
between 16 percent of total tax revenues in Pittsburgh and about
80 percent of total tax revenues in Columbus and Toledo. Between
1971 and 1977, the proportion of total local government tax
recei pts accounted for by property taxes decreased by 5 percentage
poi nt s. _

1. CBOcalculations from US Department of Conmmerce, Bureau of
the Census, State Tax Collections in 1970, Table 3 and
Governnental Finances in 1976-77, Tlable o.

-12-
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TABLE 3. LOCAL QOVERNMENT REVENLE SORCES, H SCAL YEAR 1977

OAn- Sour ce  Revenues ' ' Myj or _TaxesP
Taxes Charges?® Personal
(Percent of (Percent of Property Sal es | ncone
Sate Qan- Sour ce Oan- Sour ce (Percent of (Percent of (Percent of
(By Census Region) " Revenues) Revenues) Total Taxes) Total Taxes) Total Taxes)
NCRTHEAST
New Engl and
Connect i cut 87.3 12.7 2.1
Mai ne 83.3 16.7 0.3 - -
Massachusetts 8.7 13.3 0.4 - -
New Hanpshire 84.2 15.8 9.1 T T
Rhode Island 91.6 84 9.1 - ==
Ver nont 87.6 12.4 98.7 - -
Md Atlantic -
New Jersey 85.5 14.5 0.0
New Yor k 79.7 20.3 68.4 1275 =
Pennsyl vani a 76.5 23.5 66. 2 - 21.7
M DWEST
East North Central
Illinois 79.0 21.0 82.0 9.2 -
I ndi ana 70.9 29.1 9%. 7 - 2.7
M chi gan 69.3 30.7 91.8 —— 5.9
Chio 70.4 29.6 77.9 2.1 16.8
Wsconsin 70.8 29.2 98.7

(Gont i nued)
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TABLE 3. Conti nued

OAn- Sour ce Revenues ' My or Taxesb
Taxes Charges? Per sonal
(Percent of (Percent of Property Sal es | ncone
State Onn- Sour ce Oan-Source  (Percent of (Percent of (Percent of
(By Census Region) Revenues) Revenues) Total Taxes) Total Taxes) Total Taxes)

Vst North Central

| ovwa 67.2 32.8 97.0

Kansas 68.3 317 A1 T7 -
M nnesot a 62. 1 37.9 96.2 0.3 -
M ssouri 71.1 28.9 69. 6 9.9 5.5
Nebraska . 68.5 31.5 93.1 3.8

Nort h Dakot a 64.0 36.0 %.4 —
Sout h Dakot a 78.0 22.0 0.5 4.5 :

SQJTH
West South Central

Ar kansas 53.8 46.2 91.0 0.3

Loui si ana 60.3 39.7 50.1 42.3 -
Gkl ahona 64.9 3.1 69.8 25.1 —
Texas 9.4 30.6 85.8 8.8 —

South Atlantic

Del anar e 59.3 4.7 85.0 - 10.5
H orida 56. 7 43.3 8.3

Georgi a 59.0 41.0 8L1 7.4 -
Maryl and 75.5 24.5 65. 6 277
North Carolina 66. 6 3.4 82.4 155

A abarma 49.0 51.0 30.8 29.7 1.4

(Gont I nued)



-1~

TABLE 3. Conti nued
Ownn- Source  Revenues ~ Maj or Taxesb
Taxes Chargesd Per sonal
(Percent of (Percent of Property Sl es | ncone
State Onn- Sour ce Onn- Sour ce (Percent of (Percent of (Percent of
(By QGensus Region) Revenues) Revenues) Total Taxes) Total Taxes) Total Taxes)
South Carolina 58.4 41.6 93.1
Virginia 78.5 21.5 69.0 10.3 -
West Virginia 65.0 35.0 81.9 - o
East South Central
Kent ucky 64.0 36.0 66. 7 - 25.3
Mississippl 48.0 52.0 A2 L
Tennessee 63. 8 36.2 69.9 21.8 -
WEST
Mount ai n
Ari zona 73.1 26.9 811 14.0 -
Col or ado 73.2 26.8 75.9 18.9 -
| daho 64.6 35.4 97.2 —-——
Mont ana 73.7 26.3 9. 1 - -
Nevada 60.0 40.0 67.3 79 —
New Mexi co 57.0 43.0 817 6.7 —
U ah 72.6 27.4 81.7 13.5 -
Woni ng 66. 4 3.6 91.8 6.0 -
Paci fic
A aska 61. 8 38.2 78.7 19.5 ~—
California 77.3 2.7 85.2 8.3 —

(Gont i nued)
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TABLE 3. Conti nued

Omn- Sour ce Revenues Maj or TaxesP
Taxes Chargesd Per sonal
(Percent of (Percent of Property Sal es | ncorre
State Ovn-Source Omn- Sour ce (Percent of (Percent of (Percent of
(By Census Regilon) Revenues) Revenues) Total Taxes) Total Taxes) Total Taxes)
Hawai i 78.8 21.2 80.0 — —
O egon 73.6 26. 4 92.0 - -
Washi ngt on 66. 4 33.6 69. 8 12.5 L
Median 69.4 30.6 85.1 0.3 0.0
Range 48.0 - 91.6 8.4-520 398 - 9.4 0.0 - 42.3 0.0 - 25.3

SOURCE: CBO calculations from U S Departnent of Commerce, Bureau of the Census,
CGovernnental Finances in 1976-77, Table 6.

a. Charges include current charges, special assessnents of all other revenue not classed
as taxes.

b. Qher taxes not reported here include notor vehicle, death and gift taxes, and
corporate incone taxes.
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TABLE 4. REVENLE SOURCES FCR CENTRAL A TIES WTH PCPULATI ON GREATER THAN 300,000, FI SCAL

YEAR 1977
Onn- Sour ce Revenues Vaj or Taxesb
Taxes Charges® Per sonal
(Percent of (Percent of Property Sal es | ncone
State Own~Source Onn- Sour ce (Percent of (Percent of (Percent of

(By Census Regi on) Revenues) Revenues) Total Taxes) Total Taxes) Total Taxes)
Northeast

Bost on 83.9 16.1 0.1

Newar k 91.8 82 74.2 116 -

New York City 8.0 2.0 54.2 21.8 22

Buf fal o 75.7 24.3 9.9 2.4

Phi | adel phi a 79.9 2.1 26.7 1.3 643

Pittsburgh 84.6 15.4 55.8 9.3 15.8
M dwest

Chi cago 813 18.7 48.8 37.7

I ndi anapol i s 63.5 36.5 97.2 0.9 T

Col unbus 61.8 3.2 12.4 1.2 827

d ncinnat i 36.1 63.9 28.1 16 65.8

d evel and 58.9 41.1 41.1 11 55.8

M | waukee 66. 1 33.9 %. 0 0.8

M nneapol i s 69.5 30.5 8.0 89 -

Omaha 75.8 24.2 58.0 35.2 T

Detroit 72.2 27.8 50.9 9.2 37T

Tol edo 58.8 41.2 14.6 0.6 80.0

S. Louis 7.7 22.3 21.3 41.3 27.9

Kansas dty 70.8 19.1 40.6 316

(Cont i nued)



TABLE 4. Conti nued

State
(By Census Region)

Onn-Source  Revenues

Ma jor TaxesD

Chargesd
(Percent of
Onn- Sour ce

Revenues)

(Percent of
On- Sour ce
Revenues)

Sal es
(Percent of

Taxes) Total Taxes)

Per sonal

| ncone
(Percent of
Tot al Taxes)

Sout h

New Q| eans
Tulsa

Ckl ahoma City
Austin

Dal | as

B Paso

San Antoni o
Forth Worth
Jacksonvi l |l e
Miami

Atlanta

Bal ti nore

Bi r m ngham

Loui sville
Menphi s

Nashvi | | e/ Davi dson
Houst on
Washington, DC

Vst

Phoeni x
San Jose
Los Angel es

BBNFBRIFIVEBBBREIBA
RP~NOUORNWNOOTORMAOONNe N
EBNRBRBENDEESHEBYS
OCWFRPJUOOONWAPLUOIRPOOIwWwo DO
NBRILBBRBARBRBAGREY
ANPFRPOUIODOWOWNOOUNDADMWSN
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(Gont i nued)
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TABLE 4. Continued

Omn- Sour ce  Revenues Mpj or TaxesP
Taxes Charges? Per sonal
. (Percent of (Percent of Property Sal es | ncone
State Onan- Sour ce Onn- Sour ce (Percent of (Percent of (Percent of
(By Census Region) Revenues) Revenues) Total Taxes) Total Taxes) Total Taxes)
San Franci sco 73.6 26.4 67.8 17.5
San D ego 67.8 3.2 47.9 43.6 T
Honol ul u 79.3 20.7 80.2 9.4 T
Port | and 67.0 3.0 74.8 11.7 _
Seattle 57.9 42.1 39.2 39.2 T
Denver 57.8 42.2 40.2 49.1 T
Long Reach 48.1 51.9 51.0 37.1 T
Qakl and 62.3 37.7 56. 7 34.2 —
Medi an 67.0 3.0 59.8 31.6 0.0
Range 3.1 - 918 8.2 - 639 12.4 - 9.1 0.0 - 624 0.0 - 87

SORCE US Departnment of Comrerce, Bureau of the Gensus Gty Government Finances in
1976-77, Table 8.

a. Charges include current charges, special assessnments and all other revenue not classed
as taxes.

b. Oher taxes not reported here include revenue from utilities and |iquor stores and
social insurance trust revenue.



THE COMPCSlI TION CF STATE AND LOCAL EXPENDI TURES

Overall, local governments make slightly over half of all
state and l|ocal governnent expenditures, but the responsibility
for providing nost individual services is not evenly divided
between the two | evels of governnent. Expenditures for elenentary
and secondary education, for exanple, occur alnost exclusively at
the local level (see Table 5). Wth only a few exceptions——New
York being the most notable--state governnents account for the
vast najority of public welfare expenditures. By contrast, spend-
ing for highways and health prograns is fairly evenly divided in
the medi an state, but, again, the distribution varies considerably
anmong states. The distribution of expenditure responsibilities
remained fairly constant over the 1970s in nost functional areas
except highway construction and maintenance, where the average
state's share declined from nearly 71 to less than 66 percent of
total state and local expenditures.2

SUMERY

When examining how states and localities divide service and
revenue-raising responsibilities, the principal findings are that:

o The median state increased its share of state and |ocal
revenues from 56 percent of the total in 1970 to 58 percent
in 1978, while its share of total state and l|local expendi-
tures remained constant at about 45 percent of the total.

o The typical state governnent relies on taxes to raise over
80 percent of own-source revenues. Sal es taxes accounted
for 56 percent of the typical state's tax receipts in 1977,
i ndi vidual income taxes provided 23 percent of all taxes
collected, and corporate income taxes provided an addi-
tional 8 percent. Severance and property tax collections
accounted for nost of the remaining state tax collections.

2. (CBOcalculations from US Department of Comrerce, Bureau of
the Census, vernnental Fi nances in 1970-71, Table 18, and
CGovernnental F nances in 1977-78, Table 12.
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TABLE 5. PERCENTACE (F SHLECTED STATE AND LGCAL BEXPEND TURES MADE
BY STATE GOVERNMENTS, H SCAL YEAR 1978

Henentary
Sate and
(by Census Secondary Publ i c Heal t h and
Regi on) Education® HighwaysP Welfare¢  Hospitalsd
NCRTHEAST
New Engl and
Connect i cut _ 60.2 91.5 86.3
Mai ne 0.7 4.1 9.6 75.2
Massachusetts = =~ 56.1 97.3 63.1
New Hanpshi re - 66.9 72.5 85.6
Rhode Island _ 58.6 A0 ®B.6
Ver nont - - 86.1 73.9 79.4
Md Alantic
New Jer sey - 49.6 5.6 64.9
New Yor k - 40.9 0.3 47.4
Pennsyl vani a 0.3 65.6 88.4 73.2
M DNEST
East North Central
[Ilinois - $.3 %.0 55.9
| ndi ana - 56.0 57.9 4.2
M chi gan S 41.3 0.5 46.1
Chio - 51.3 73.2 53.6
W sconsi n - 3.4 56.3 35.4
Vst North Central
| owa - 49.1 85.4 48.7
Kansas - 53.3 ®B.4 33.9
M nnesot a - 24.0 5.3 49.5
M ssour i - 68. 1 %.8 49.4
Nebr aska - 50.2 3.8 46.5
N Dakota - 59.4 86. 4 89.6
S [akota o 64.0 %.4 817

(Continued)
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TABLE 5. QGONTI NUED

H enentary
State and
(by Census Secondary : Publ i c Health and
Regi on) Education® HighwaysP WelfareC Hospitalsd
SQJTH
South Atlantic
Del avar e - 80.3 9.5 9.5
Fl ori da 0.5 67.2 9.1 39.7
Georgia 16 70.2 98.3 20.7
Maryl and - 49.1 © 987 62. 4
N GCarolina 14 A7 4.1 51.5
S Grolina 4.9 79.9 97.9 .4
Virginia - 8.1 73.9 79.4
W Virginia - 93.9 9.4 61.0
East South Central
A abana 2.2 68.5 97.7 48.8
Kent ucky 0.8 88.7 97.9 52.2
M ssi ssi ppi 0.6 49.6 97.5 37.9
Tennessee - 55.9 %.0 38.6
Vst South Central
Ar kansas 73.8 9.7 45.5
Loui si ana 0.9 72.4 9.7 60. 4
k| ahonma 0.7 55.1 9.0 48.3
Texas 0.9 65.9 97.3 50.5
EEST
Mount ai n
Ari zona - 61.8 87.9 45.3
Col or ado - 56.9 52.0 49.3
| daho 67.3 45.9 44.5
Mont ana - - 75.2 85.0 67.3
Nevada - 75.8 81.5 24.1
New Mexi co 0.9 81.4 97.0 75.3
U ah - 68. 6 9.3 68. 7
Woni ng N 77.3 93.3 316

( Continuéd)
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TABLE 5. QGONTI NUED

H enentary
State and
(by GCensus Secondary Publ i c Heal th and
Regi on) Education? HighwaysD Welfare¢ Hospitalsd
Paci fic
Al aska 25.5 8.4 9.9 64.6
Galifornia 0.2 47.8 53.3 3.9
Hawai i 0.8 66. 0 9.5 9. 3
Q egon — 52.2 97.3 53.3
Viéshi ngt on 3.6 60.0 49.6 5.5
Median State 0.0 65. 8 93.7 52.8
Range 0.0- 9.8 40.9- 887 0.3- 9.9 24.1- 99.5

SORCE: (BO calculations from US Departrment of Comerce,

a

Bureau of the Census, (overnmental Finances in 1977-78,
Table 12

Henentary and secondary schools expenditures include all
direct spending by local governnents on schools excluding
institutions of higher education.

H ghway spending includes funds spent on highways and streets,
on structures necessary for their use, and on snow and ice
removal.

Public welfare expenditures include cash assistance paynents
to needy persons excluding pensions to former enpl oyees t hat
are not contingent on need.

Health and hospitals spending includes any services provided
directly through state heal th and hospital agenci es.
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0 Local governments rely on taxes to collect nearly 70 per-

cent of own-source revenues. Property tax collections
accounted for 85 percent of all local tax collections in
the typical state as of 1977. Sales and personal incone
taxes accounted for most of the renainder.

The conposition of the typical large central city's tax
sources differs from that of localities in general. As
of 1977, property taxes raised 60 percent of local tax
revenues and sales tax collections accounted for over 31
percent of tax revenues in the typical central city with a
popul ati on over 300, 000.

Local governments account for slightly over half of all
funds expended by state and local governnents, but the
responsibility for providing particular services varies
greatly. Public welfare expenditures are alnost exclus-
ively made at the state level, whereas elenentary and
secondary school expenditures are prinmarily nade at the
local level. Hghway and health expenditures are nore
evenly divided between state and |ocal governnents.

2%



[11. RESOURCES AVAI LABLE TO STATE AND LOCAL GOVERNVMVENTS

The tw major resources available to state and l|ocal govern-
ments to finance services are the funds they can raise through
their ow taxes and monies they receive as intergovernmental
transfers. A jurisdiction's own resources depend on the economc
vitality of the area and the resulting capacity of the tax base.
The anount of intergovernmental aid available depends principally
on decisions made at other levels of government.

STATE AND LOCAL OMN- SOURCE REVENUE CAPAQ Tl ES

Several neasures of a jurisdiction's tax base are available,
including popul ation, incone, and=--for states~-an indicator of
representative tax capacity that combines numerous individual
factors.

Popul at i on

Al though the level of population does not directly indicate
the resources available to a governnent, changing population
affects both the demand for public services and the supply of tax-
able resources. Population growth may increase the demand for
public services such as education, welfare, sewage, and police and
fire protection. The added resources that acconpany popul ation
growth nmay or nmay not be sufficient to cover the increased costs.
Popul ation |oss nmay mean |oss of higher—-income famlies and thus a
dimnished ability to support services. Further, particularly for
|l ocal governnents, the loss of population is not automatically
accompanied by a decline in capital facilities, which may require
continued support by fewer residents.

From 1970 to 1977, the population of all but three states
increased. (n average, the population in these forty-seven states
grew by 7.5 percent, while the major cities in those states |ost
about 1 percent of their population. The three other states~-
Pennsylvania, New York and Rhode Island--lost, on average, 1.2
percent of their population over this period while the popul ation
of the major cities in those states declined by nearly 9 percent
(see Table 6).
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TABLE 6. THE CHANGE |IN PCPULATION AND THE LEVEL AND CHANCE I N PER-CAPITA MONEY |NOOME FCOR STATES AND SH ECTED

MAJOR A TIES
States Cities®
St at es Population Per-Capita Money IncomeP  Selected Popul at i on Per-Capita Mney Incone
‘(by Census Change 1970 77  tevel® 1975 Change 196975 ta jor Change [J/U0—/7 Tlevel 1975 <Change LUYb9-75
Regi on) (Percent) (Dol l ars) (Percent) Cties (Percent) (Dol l ars) (Percent)
NORTHIIAST@ 0.3 4, 805 48.8 -8.6 4,564 48.7
New Engl and
Connecti cut 2.2 5,571 43.4
Massachusetts 1.2 4, 964 45,7 Bost on -3.5 4, 503 45.6
Mai ne 8.7 3,879 52.2
Ver nont 3.1 4,051 46.1
New Hampshire 14.6 4, 460 49.4
Rhode |sland -1.5 4, 769 65.9
Md Atlantic
New Yor k -1.9 5, 166 43. 2 New York Gty -7.6 5,222 41.2
Rochest er -13.5 4,824 48.9
Buf fal o -15.7 4,234 47.2
Pennsyl vani a -0.1 4,786 56. 1 Phi | adel phi a -8.8 4,660 54.5
Pi ttsburgh -15.0 4,919 60. 2
Mew Jer sey 2.1 5, 600 52.4 Newar k -15.1 3,586 43.9
MIDWEST2 2.3 4,722 58.1 -10.2 4,961 54. 6
East North Central
[l1linois 0.9 5,334 52.6 Chi cago -9.1 4,984 46.5
I ndi ana 2.4 4,673 52.2 | ndi anapol i s -5.4 5,171 49.0
Michigan 2.9 4, 884 45.5 Detroit -14.8 4, 661 45.7
Ghio 0.3 4,772 49.2 Akron -11.3 4, 802 46.7
Tol edo -6.4 4, 850 49. 1
d nci nnat i -10.7 4,843 54.6
d evel and -18.9 4,084 44. 8
Col unbus -1.4 4,587 51.6
W sconsin 4.8 4,722 55.7 M | waukee -8.9 4,902 .0

(Conti nued)



TABLE 6. QONTI NUED

St at es Adties
Stat es “"Population Per-Capi ta Money Incone®  Sel ected Popul at | on Per-Capi ta Nbney 1 ncone
(by Census Change 1970-/7 Level 1975 GChange 196975 Maj or Change 19/0-77 Level 1975 Change 1969- 75
Regi on) - (Percent) (Dol lars) (Percent) Cities (Percent) (Dol I ars) (Percent)
West North Central
| ova 2.0 4, 640 60. 9
Kansas 3.2 4,905 24.8 Wchita -3.1 5, 403 65. 8
Minnesota 4.3 4, 825 58.8 M nneapol i s -17.8 5,514 58.3
S. Paul -14.1 5, 336 57.1
Missouri 29 4,571 54.8 S. Louis -16.8 4,278 56.9
Kansas Gty -9.6 5, 197 56.1
Nebr aska 4.5 4,722 68.8 Qraha 3.2 5, 186 58.6
_ Li ncol n 9.6 5, 223 62.3
Nort h Dakota 4.8 4, 487 8L7 Far go -9.4 5 321 71.3
Sout h Dakot a 30 4,131 73.1
SOUTH2 10.7 4,271 4.4 4.4 4, 796 69. 2
West South Central
Arkansas 11. 4 3,648 70.3 Littl e Rock 15.9 5, 290 67.1
Loui si ana 7.6 3,922 68. 3 Bat on Rouge 3.3 4,743 66. 7
New Q| eans -5.4 4, 398 62.6
!l ahorma 9.7 4, 469 65.9 Tulsa _ 1.2 5, 839 67.2
kl ahoma Gty 0.9 5, 265 62.8
Texas 14.0 4, 461 66. 2 el | as 0.0 5,715 5.6
Houst on 22.2 5,723 69. 2
San Antoni o 21.3 3, 990 64.8
B Paso 2.7 3,726 55.9
Ft. Worth -6.5 5,078 56.9

(Conti nued)
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TABLE 6. GONTI NUED

States | Cities
States Popul ati on Per-Capita Money IncomeP  Sel ected i Popul ati on Per- Capl ta Money | ncone
(by Census ~Change 1970-7/ Level 1975 Change 1969 75 Myj or Change 1970-7/ Tevel 1975 Change 196975

Regi on) (Percent) (Dol | ars) (Percent ) Cities j  (Percent) (Dol l ars) (Percent)

South Atlantic |
Jacksonvi | | e

Fl ori da 23.6 4, 908 60.5 4.7 4,761 66.9
: Tanpa ! -4.6 4,535 63.2
M am : 3.5 4,501 59. 6
Georgi a 9.4 4,227 60.1 Al anta | -16.2 4,820 52.7
Maryl and 51 5, 626 60.2 Baltinore i -11.2 4,577 50.1
Cel anar e 5.6 5,013 53.5
North Carolina 8.2 4, 044 63.5 Charl otte 22.6 5,218 59.9
South Carolina 10.8 3,819 65. 8 Qol unbi a -2.5 4, 430 70.4
Virginia 9.4 4, 954 65.4 Nor f ol k -84 4, 377 56. 8
West Virginia 58 4,008 71.8 -
East South Central \
Al abana 7.0 3,894 68. 1 Bi rmngham . -6.2 4,354 69. 6
Kent ucky 7.3 4, 002 65.0 Louisville -10.7 4,719 59.5
M ssi ssi ppi 7.5 3,323 72.6 Jackson 24.0 4,713 65.5
Tennessee 9.0 4,015 63.0 Menphi s 7.2 4, 659 66.8
Nashville/
Davi dson 0.7 4,887 62. 7
WESTa 12.5 5,130 65.9 3.2 5,582 56. 2
Mount ai n
Ari zona 28.6 4,670 59.0 Phoeni x 17.7 5,108 57.0
Tucson ' 14.5 4, 44 4.7
Col or ado 18.1 5,193 67.2 Denver -7.7 6, 032 70.7
| daho 19.2 . 4,417 67.1

(Gont 1 nued)
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TABLE 6. CONTINUED

St at es dties
St at es Popul at i on Per-Capita Mney IncomeP  Selected Popul at i on Per- Capita Money | ncone
(by Census Ohange 1970-/7 Level 1975 Change 1969-75 Mj or Change 19/0-77 Level 1975 Change 1969- 75
Regi on) (Percent) (Dol lars) (Percent) aties (Percent) (Dol | ars) (Percent)
U ah 19.1 4,310 50.8 Salt Lake Gty -5.1 5,435 66. 6
Mont ana 9.7 4, 463 65.5
Nevada 29.2 5,493 54.6
New Mexico 16.9 4,019 64.9
Wyoming 21.6 5, 094 76.0
Pacific
Al aska 35.9 7,969 113.9
California 9.4 5, 469 51.2 San Jose 30.9 5, 340 57.3
Los Angel es -1.7 5, 650 43.0
San Franci sco -8.5 6, 522 .1
Sacr ament o 2.9 5, 293 56.5
San Di ego 14.8 5, 357 52.3
Cakl and -8.1 5,491 51.9
: Long Beach -6.2 6, 037 52.5
Hawai i 15.1 5, 259 55.9 Honol ul u 13.8 5, 329 53.2
O egon 13.5 4, 963 57.7 Port | and 1.0 5, 661 60. 2
Washi ngt on 7.9 5, 369 59.9 Seattle -7.9 6, 441 59.0
U.S. AVERAGE?2 6.2 4,699 59.2 -3.3 4, 996 60.0
SAORCE us Department of Treasury, Ofice of Revenue Sharing, Initial State and Local Data FE enents,

Entitl enent

Periods 1, 10; US Departnent of

United States, 1975,

1979,

19/0- /1, Table /.

a. US regional

b. Money income includes wage and sal ary incone,

Commer ce, Bureau of

Tables 11, 24; US Department of

t he Census,

Statistical Abstract of the

Commerce, Oty Covernnent

Fi nances

in

aggregations and totals are averages weighted by area population.

income, and net self-enpl oynment income.

c. Central cities with popul ation greater than 300, OOO.

publ i ¢ assi stance incone,

soci al

security and railroad retirenent



During the 1970s, the rate of population growh varied greatly
anong sStates, as did the pattern of population change within
states. Between 1970 and 1977, the rate of growh variad from
less than one-half of one percent in the Northeast and slightly
over 2 percent in the Mdwest to over 10 percent in the South, and
more than 12 percent in the Wst. Amng several large cities
exanined, those in the Northeast and M dwest alnost uniformy | ost
popul ation, with the losses ranging from 1.4 percent in Col unbus,
(hio to 189 in Oeveland. Mst central cities in the South and
Vst gained, but individual cities' experiences varied wdely,
ranging from Atlanta's |o0ss of 16.2 percent to San Jose's 30.9
percent growth. The experience of cities within individual states
was nixed as well, as in Florida where Mam and Jacksonville grew
while Tampa declined and in California where Los Angeles and San
Francisco lost population while San Jose, San Dyego, and
Sacrament o gai ned.

Some of the increase in city population is a result of the
annexation of adjoining areas. The ability of cities to annex
varies considerably by region. Between 1960 and 1970, cities in
the South and West more frequently extended boundaries to capture
population growth than did their Northeastern and M dwestern
counterparts (see Table 7). It is not clear whether that pattern
persisted in the 1970s.

TABLE 7. PERCENT CHANGE I N POPULATION CF CENTRAL A TIES FROM 1960
TO 1970 DUE TO ANNEXATI ON, BY REG ON

Actual Popul ation Popul ati on Change t hat
Change | ncl udi ng Wul d Have Resulted
Region Effects of Annexation W thout Annexation
Nor t heast -1.9 ~2.1
Midwest -0.3 ~4.6
Sout h 11.2 3.2
Viést 18.0 9.9
Tot al 53 0.5

SOURCE: Roger J. Vaughan, Mary vogel, The Whban Inpacts of
Federal Policies; Vol. 4, Population and Residential
Location, (Santa Monica, California: The Rand Corp.,
1979). Original source: US Departnent of Commerce,
Bureau of the Census, Census of Popul ation and Housing;
1970, Table A




Per - Capita Money | ncone

Although it is not fully representative of the resources
avai l able to support government services, the level of income in a
jurisdiction provides at |east some measure of the jurisdiction's
tax capacity. Further, sluggish growth in per-capita incone can
make it difficult for jurisdictions to continue supporting on-
going services in the face of rising costs.

In 1969, states in the Northeast had the highest average
level s of per-capita noney incone, while states in the South had
the lowest |evels. From 1969 to 1975, when national per-capita
income increased by nore than 59 percent, states in the Vest
experienced the highest average increases and states in the North-
east the |owest. Thus, by 1975, states in the Wst had the
nation's highest average incone levels, while states in the
South--despite above- aver age increases--remained t he poorest.

The experience of the selected central cities examined was
somewhat different. First, as of 1975, average per—capita” money
income was higher in the Southern, Wstern, and Mdwestern cities
examned than in those regions as a whole, whereas the North-
eastern central cities exanined were generally poorer than the
region as a whole. Between 1969 and 1975, per-capita incone grew
nost slowy in Northeastern cities.

Representative Tax Capacity

A third measure of the econonic condition of a state and its
local jurisdictions is the representative tax capacity, a neasure
originated by the Advisory Comm ssion on |ntergovernnmental Rela-
tions and devel oped further at the National Institute of Educa-
tion. The representative tax system nmeasure estimates how much
tax revenue a state and its local jurisdictions wuld raise if
national average rates were applied to seven commonly used tax
bases. The taxes used to assess a state area's taxing capacity
include sales and gross-receipts taxes, |icense taxes, individual
i ncome taxes, corporate inconme taxes, property taxes, death and
gift taxes, and severance taxes.

In 1977, per-capita tax capacity as neasured by the repre-
sentative tax system indicator ranged from 44 percent above the
national average in Aaska to 30 percent below the national
average in Mssissippi (see Table 8). States with above-average
tax capacities were concentrated in the Wst where 8 of 13 states
had above-average capacities. States in the Northeast and South
often had capacities below the national average; only 3 out of 9
states in the Northeast and 6 out of 16 states in the South were
at or above the national average.
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TABLE 8. STATE AND LCCAL GOVERNMENT PER-CAPITA REPRESENTATI VE TAX
CAPACITY,2 BY STATE SH ECTED YEARS, 1962-1977 (US
Average - 100

St at es 1962 1967 1972 1977
NCORTHEAST
New Engl and
Connect i cut 111 117 112 112
Mai ne 79 81 84 82
Massachusetts 98 98 98 93
New Hanpshire 99 110 115 102
Rhode 1sl and 0 91 88 87
Ver nont 81 88 102 91
Md-Atlantic
New Jer sey 111 107 112 107
New Yor k 119 108 106 95
Pennsyl vani a a1 a1 95 98
M DWNEST

East North Central
[1linois 116 114 110 112

| ndi ana 95 99 97 9
M chi gan 101 104 100 104
Ghio 101 100 9% 103
Wsconsi n 91 94 95 %
Vst North Central *

| ova 9% 104 99 103
Kansas 103 105 101 102
M nnesot a 95 95 97 99
M ssour i % 97 9% A
Nebr aska 109 110 106 98
Nort h Dakot a 38 92 ' 86 A
Sout h Dakot a 90 91 89 87

SQJTH

South Atlantic

Del awnar e 128 123 122 123
Flori da 105 104 112 104
Georgia 75 80 93 85

- 32- (Continued)



TABLE 8.

revenue a state and its

| ocal
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QONTI NUED
Sates 1962 1967 1972 1977
Maryl and 98 101 101 100
North Garolina 74 78 87 83
South GCarolina 64 64 74 77
Virginia 86 86 92 0
Vést Mrginia 78 75 81 93
Vst South Central
Ar kansas 76 77 81 79
Loui si ana 84 A 93 104
Texas 98 102 98 103
I ahoma A 98 9 113
East South Central
Al abama 68 70 76 77
Kent ucky 76 80 34 87
M ssi ssi ppi 61 64 71 69
Tennessee 73 78 84 83
ST
Mount ai n
Arizona 101 95 107 93
Col orado 104 104 106 108
| daho 93 91 88 88
Mont ana 107 105 106 101
Nevada 155 171 156 153
New Mexi co 98 9 92 97
U ah 9%5 87 83 89
\Wom ng 137 141 125 155
Paci fic
A aska 88 9 131 144
Galifornia 128 124 112 111
Havai i 0 9 116 107
QG egon 105 106 106 102
Véshi ngt on 106 112 101 99
SORE Tax Walth in Fifty States, 1977, (Wshington, DC: The
National Institute of Education, 1979), Table 7, p. 14
a. The representative tax capacity is a neasure of how nuch

governnents could raise by
applying US average rates to seven commonly-used tax bases.



| NTERGOVERNVENTAL  REVENUE

Intergovernmental transfers augment states' and localities'
OWN- source revenues. According to estinmates prepared by the
O fice of Managenent and Budget, state and local governments wll
receive $91 billion in federal aid in fiscal year 1980,! some of
which is funding for federal prograns adm nistered by state and
|l ocal governments but much of it is funding that directly supports
state and local services. In 1978 the volune of federal aid to
state and local governments accounted for 22 percent of all state
and local general revenues. In addition to the federal aid that
goes directly to state and local governnents, states pass
money--both federal and own-source--through to localities. The
conbined federal and state intergovermmental transfers to
localities accounted for over 40 percent of local governnent
general revenues in the typical state in 1978.2

Reliance on intergovernmental aid varies considerably anong
both states and localities. As of fiscal year 1978,
intergovernnental aid to state governnents ranged from 22 percent: --~---
of total general revenues in Indiana and Delanare to 40 percent or
more of general revenues in Mntana and Vernont (see Table 9.
Intergovernnental aid to local governments varied from 25 percent
of total local revenues in New Hanpshire to nore than two-thirds
of total local revenues in New Mexico. Wile nearly all inter-
governmental aid received by state governments iS provided by the
federal government, a large but unmeasurable share of the aid
received by local governnents is provided by state governments,
accounting for much of the variance anong localities in their
reliance on fund transfers.

SUMWARY

Wien examining the resources--both own-source and intergovern-
mental--available to state and |ocal governments, the principal
findings are that:

1. Ofice of Management and Budget, Budget Review D vision,
Federal Covernnent Finances, June 1980.

2. US Department of Commerce, Bureau of the Census, Govern-
mental Finances in 1977-78, Table 4.




TABLE 9. | NTERGOVERNMENTAL TRANSFERS AS A PERCENT CGF TOTAL STATE
AND LGCAL (ENERAL REVENLE, H SCAL YEAR 1978

Intergovernnmental Transfers as Per-

State (by Census cent of Total General Revenue
Regi on) Stafe Government@ Local GovernmentsP
NORTHEAST
New Engl and -
Connect i cut 25 31
Mai ne 33 47
Massachuset t s 32 35
New Hanpshi re 33 ‘ 25
Rhode | sl and 31 40
Ver nont 40 32
Md Atlantic
New Jer sey 27 35
New Yor k 33 45
Pennsyl vani a 27 42
M DNEST

East North Central

[1linois 25 38
| ndi ana 22 47
M chi gan 26 45
Ghio 27 42
Wisconsin 25 53

VWst North Central

| ona 27 45
Kansas 26 31
M nnesot a 24 52
M ssour i 30 38
Nebr aska 28 28
Nort h Dakot a 31 45
Sout h Dakot a 38 29
(Continued)
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TABLE 9. QONTI NED

I ntergovernnental Transfers as Per-

State (by Census cent of Total General Revenue
Regi on) Sale Government? [ocal GovernmentsD
SQUTH
South Atlantic
Del avnar e 22 59
Horida 25 43
Georgi a 32 39
Maryl and 25 45
North GCarolina 28 59
South Garolina 31 46
Virginia 28 32
Vst Mirginia 33 ‘ 55

East South Central -

Al abanma 33 48
Kent ucky 27 , 55
M ssi ssi ppi 35 4
Tennessee 32 42

Vst South Central

Ar kansas 36 51
Loui si ana 29 50
k|l ahoma ' 28 : 47
Texas 25 38
VEST

Mount ai n

Ari zona 23 46
ol orado 29 37
| daho 32 43
Mont ana 41 39
Nevada 30 36
New Mexi co 26 68
U ah 33 ‘ 47
Wom ng ' 35 36

. (CGont i nued)
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TABLE 9. QONTI NUED

State (by Gensus

I ntergovernnental Transfers as Per-
cent of Total General Revenue

Regi on) Sat € Government@ LoOcal GovernmentsD
Pacific
Al aska 26 44
Galifornia 28 43
Hawai | 28 38
QO egon 31 42
Véshi ngt on 25 44
Median State 28 44
Range 22 - 41 - 25 - 68
SORCE US Departnment of Conmerce, Bureau of the Census,
Governnental F nances in 1977-78, Table 5.
a. Includes aid received fromfederal and |ocal governments.

b.

Includes aid received directly from the federal govermment,
aid fromthe federal governnment passed through the state, and
aid fromthe state governnent.
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From 1970 to 1977, forty-seven states experienced average
popul ation growh of 7.5 percent, wth nmaor cities in
those states |osing about one percent of their population.
The remaining three Northeastern states |ost, on average,
1.2 percent of their population, while the najor cities in
those states lost nearly 9 percent of their popul ation.

National per-capita income increased 60 percent between
1969 and 1975. As of 1977, Wstern states had the highest
average income |evels, while Southern states-—despite above
average increases--remained the poorest.

As of 1977, Western states had the nost potential tax
wealth as nmeasured by a representative-tax-capacity indi-
cator, wth eight of thirteen states above the national
aver age. Northeastern and Southern states had the |east
tax wealth, with only 3 of 9 Northeastern states and 6 of
the 16 Southern states having tax capacities greater than
the national average.

State government reliance on intergovernmental aid varied
from 22 percent of total general revenues in Indiana and
Del anare to over 40 percent in Mntana and Vernont as of
1977.  Intergovernmental aid to localities ranged from 25
percent of general revenues in New Hanpshire to nore than
two-thirds of total local revenues in New Mexi co.
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V. THE HSCAL PGHITION GF THE STATE AND LOCAL SECTCR

dven their fiscal structures and underlying economc
conditions, how well are state and local governments nanaging?
Commonly-used neasures of the status of the state and |ocal
sector include the national incone and product accounts and
various nonitoring reports on state and local operating budgets.
The income and product accounts report on the flow of income
through all sectors of the econony, including the state and |ocal
government sector. As such, however, they do not reflect any
accunul ated surpluses or deficits. Reports on the operating funds
of state and local governments attenpt to assess both the flow and
the accumulation of inconme in the accounts that support on-going
services.

CNATIONAL | NOCMVE. AND  PRCDUCT  ACOOUNTS

The national incone and product accounts are naintained by the
Bureau of FEconomcC Analysis-—-an agency of the Department of
Commerce-—~and reported nonthly in the Survey of Qurrent Business.
The accounts contain two parts: receipts, or incone flows, and

products, or expenditure flowes. Receipts, which equal gross
national incone, are all paynents to producers, both |abor and
capital. Product or expenditure flows neasure the value of the

total final nationwde output of goods and services. That portion
of income collected by state and local governnents as taxes—-
including all social insurance fund collections—is credited to
the state and local sector as receipts, while expenditures for
services and construction are shown on the debit side of the
accountse.

The income accounts track the quarterly receipts and expendi-
tures of the state and local sector, but several accounting con-
ventions nake their results difficult to interpret. First, expen-
ditures by state and local governnents for construction are
counted in the year in which they occur rather than being
depreci ated over several years. Second, the income accounts
exclude both revenues from the sale of bonds-—which are often used
to finance construction—and expenditures made to retire debt.
Because of these accounting procedures, the overall position of
the state and local sector is frequently reported to be in

- 30-



deficit. 1In fact, the state and local sector has been reported in
deficit in the income accounts for all but three years since 1959.

State and local government receipts and expenditures as
measured by the income and product accounts grew less in 1979 than
in 1978 (see Table 10). Purchases of goods and services, which
account for 90 percent of state and local expenditures, Qgrew by
less than 10 percent in 1979, in contrast to the over 12 percent
growh of the previous year. The annual increase in own-source
receipts dropped from over 9 percent in 1978 to less than 8
percent in 1979, as a result, in part, of legislatively-
mandated tax constraints and of slower growth in incone and gaso-
line use taxes. The wmost dramatic change was in federal aid,
which increased by less than 4 percent in 1979, in contrast to
over 14 percent growh a year earlier. The overall decline in
recei pts was greater than the decline in expenditures, |eaving the
state and local sector with a nearly $2 billion deficit in the
1979 accounts.l

According to the Bureau of Economic Analysis, the 1980 fiscal
position of the state and local sector wll continue to be in
deficit, with the 1980 deficit expected to be larger than the one
in 1979. Expenditures are expected to grow about 9 percent and
receipts are expected to increase at |east 7 percent. The |atest
Data Resources, Inc. forecast projects that state and |ocal sector
expenditures wll increase by 85 percent in fiscal year 1980,
while receipts are expected to grow by only 6.1 percent.? The
restricted increase in receipts is again the product of both
legislatively-mandated tax reductions that wll becone effective
in 1980 and lower own-source tax receipts resulting from a
proj ected economic downturn.

Snce the incone and product accounts track receipts and
expenditures for the state and local sector as a whole, it is not
usual |y possible to conpare the perfornmance of states to that of
| ocal governments. However, one special conpilation of the income

1. Because social insurance funds are not available for use by
governnents for operating expenses, they are excluded here
when assessing the fiscal condition of these governnents.

2. The Data Resources Review of the US Econony, August 1980,
p. L 601 62.




TABLE 10. STATE AND LOCAL SECTCR RECEIPTS AND EXPENDI TURES RECCORDED | N THE NATI ONAL | NCOVE AND PRODUCT ACOOUNTS, BY CALENDAR TEAR
(Dollarsin billions)

1975 1976 1977 1978 1979 1930 - 1st Quarterd
Per cent Per cent Per cent Per cent Per cent
Change Change Change Change Change
Level Level 197576 Level 1976-77 Level 1977-78 Level 1978-79 Level 1979-80:1
Recei pts
Onn- Sour ce 165.9 187.2 12.8 207.7 10.9 226.6 9.1 243.8 7.6 257.2 55
Federal Gants .6 6L1 11.9 67.5 10.5 77.3 14.5 .1 3.6 &.0 7.4
Total Receipts® 236.8 268.0 13.1 29.8 11.5 33L0 10.8 354.6 7.1 375.3 58
!xEnditure.
Purchases Of
®ods snd
Services 215.4 2316 7.5 2518 87 283.0 12.4 3.8 9.5 331.0 6.8
Transfer Pay=-
ments {0
I ndi vi dual s 24.5 27.4 11.8 3.2 10.2 3.3 10.3 36.2 9.0 B4 6.1
Tot al Expendi - 230.6 2%0.1 8.5 2719 87 303.6 11.7 330.0 87 . 30.6 6.2
ture-b
Social Insurance
Funde BalanceC 124 15.7 2.6 19.6 24.8 23.2 18.4 2.6 14.7 28.8 83

Surplus/Deficit

Net of Soci al )
Tnsurance Funds)® -6.2 23 - 73 - 4. 2 —_— -1.9 —_— 4.2 —

SoURCE: US Departnent of Cormerce, Bureau of the Gensus, Survey of Qurrent Busineas, April, 1980, Table 13, p. 17. David Levin,
"Sate and Local Governnent Fiscal Position in 1979,% SUrvey of Qurrent Busineas, January 1980, pp. 23-26. . 1930 data from
unpubl i shed Census dsta.

a. The sum of own-source revenues plus federal grants are less than total recelpts due to contributions received from social insurance
funds.

b. The ®wa of purchases and transfers exceed the expenditure total due to profits received from interest payments to state and
localities and current surpluses of stste and local enterprises (e.g., profits made on liquor stores, airports, utilities).

c. When assessing the fiscal condition of the state and |ocal sector, social insurance funds are customarily exeluded #in&& they cannot
be used to finance on-going services.

d. Prelimnary Bureau of Economic Anal ysis data.



accounts did attenpt to analyze separately the state and |ocal
sectors from 1959 to 1976. Wien conparing state and |ocal
governments' surplus or deficit figures (excluding social
insurance funds) state governnents were found to consistently
enjoy a stronger fiscal position from 1959 to 1969 (see Table
11). From 1970 to 1976, however, local governnents were reported
as generally having relatively stronger fiscal positions than
state governnents.

TABLE 11. NATIONAL |INOCOME AND PRCDUCT ACCOUNT  ESTIMATES OF
RECEI PTS NET OF EXPENDI TURES, EXCLUDI NG SOO AL | NSURANCE
FUNDS, FOR STATES AND FCR LOCAL QOVERNMENTS, 1959- 1976,
(Dollars in MIlions)

Year State Surplus/Deficit Local Surplus/Deficit
1959 - 204 -2,260
1960 97 -2,331
1961 - 410 -2, 407
1962 - 224 -1, 896
1963 - 642 -1,710
1964 - 2 -2, 167
1965 - 552 -2, 886
1966 393 -3, 869
1967 -2, 256 - 3,596
1968 - 463 ~4,550
1969 - 800 -2,929
1970 -3,848 - 137
1971 -4,299 491
1972 3,243 2,371
1973 - 48 4,177
1974 -3, 797 834
1975 -4,782 -1, 440
1976 -1,271 2,637

"SOURCE: David Levin, "Receipts and Expenditures of State Govern--
ments and of Local Governnents, 1959-1976," Survey of
Qurrent Business, My 1978, pp. 15-21

FI SCAL PCBl TI ON CF STATE AND LOCAL CPERATI NG BUDCETS

A second neans of assessing the status of state and [ocal
governnents is to conpare their annual ending balances to their
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volume of annual expenditures. Since virtually all states and
local jurisdictions are prohibited fromrunning deficits in their
operating accounts, year-end balances are generally budgeted to
avoid deficits. (Mmicipal finance analysts often argue that a
five percent reserve is necessary to insure a bal anced account.)
Wi le year-end balances are a neasure of the flexibility of a
government's budget, they also reflect management choices. Funds
may have extra resources that d6 not appear as part of the
year-end bal ances, and actual deficits in accounts may be covered
by short-term borrow ng. Thus, year-end balances are not
necessarily a conclusive measure of the fiscal condition of a
government.

State Year-End Bal ances

The ending bal ances of states' operating budgets are reported
annual ly by the National Governors' Association in their H scal
Survey of the States. The nost recent survey reported that state
governnents ended fiscal year 1979 (for nost states July 1, 1978
through June 30, 1979) with unobligated balances of nearly $10
billion. The distribution of this surplus varied wdely anong
individual states, however (see Table 12). Connecticut, Arkansas,
Mchigan, New York, Pennsylvania, Tennessee and Vernont all
reported unobligated balances of less than 1 percent of expendi-
tures, while Womng, A aska, and North Dakota reported bal ances
in excess of 40 percent of expenditures. The two states with the
largest ending balances--Alaska and Wyoming-—increased their
bal ances from 1973 |evels, whereas New York, Pennsylvania, M ch-
igan, Tennessee, and Arkansas had ending bal ances of less than 1
percent in both 1978 and 1979.

Year~End Bal ances for Myjor Gties

A survey of 30 large cities found that general fund revenues
exceeded expenditures by about 1 percent during fiscal year 1978,
down fromthe 3 percent aggregate surplus reported for fiscal year
1977 but still an inprovenent over the 2 percent aggregate deficit
reported for 1976.3 of the 30 cities surveyed, only two--New

3. From Table 2 of Philip Dearborn, "The Financial Health of
Myor US Gties in 1978," unpublished working paper of the
Urban Institute, Novenber 1979. Because of its large size
relative to other cities examned, New York Gty is excluded
from group comparisons. Information for Dearborn's study is
derived fromthe official published financial reports of 28 of
the nation's largest cities; GChicago and Cdeveland were
omitted because such information was unavailable.
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TABLE 12. STATE GOVERNMVENT YEAR END BALANCES,2 FlI SCAL YEARS 1973

AND 1979
Year - End
Year~End Bal ance as a
Bal ances Percent of Annual
State ($ in MIlions) Fund Expendi tures
(by Census Fi scal Fi scal Fi scal Fi scal
Regi on) Year 1978 Year 1979 Year 1978 Year 1979
NCRTHEAST
New Engl and
Connect i cut 93.7 10 4.9 0.4
Mai ne 35.2 26.4 8.4 55
Massachusetts 219.4 196. 6 5.5 5.6
New Hanpshire 24.0 28.6 11.3 13.2
Rhode 1Island 20.7 41.9 3.7 6.9
Ver nont 50 0.0 2.5 0.0
Md Atlantic
New Jer sey 269. 8 218.0 7.0 4.9
New Yor k 52 10.2 0.1 0.1
Pennsyl vani a -38.0 30.5 -0.1 0.5
M DWNEST
East North Central
Illinois 86.0 390.0 1.3 5.8
I ndi ana 218.4 332.7 1.4 18.7
M chi gan 22.3 30.1 0.6 0.7
i o 134.5 357.3 3.2 9.2
W sconsi n 360.0 280. 6 9.0 9.0
Vst North Central
| ona 102.5 0.7 7.4 5.8
Kansas 154.9 196.0 18. 4 20.3
Minnesota 26.0 258. 7 10 7.8
M ssour i 134.3 316.5 9.4 20.5
Nebr aska 29.9 62. 4 6.2 11.9
Nort h Dakot a N/A 148. 6 N A 49.8
“ Sout h Daekot a 9.4 10.9 52 5.6
SoJH
East South Central
Al abana 85.2 20.5 6.7 1.4
Kent ucky 87.6 80.0 58 4.6
M ssi ssi ppi 104.0 71.6 13.7 8.1
(Continued)



TABLE 12. QONTI NUED

Year - End Bal ance as a
Bal ances Percent of Annual
State ($in Mllions) Fund Expendi t ur es
(by Census H scal Hscal H scal H scal
Regi on) Year 1978 Year 1979 Year 1978 Year 1979
Vst South Central
Tennessee 0.6 80 0.0 0.3
Ar kansas 0.0 0.0 0.0 0.0
I ahona 72.6 9.4 10.8 13.4
Loui si ana 61.5 407.0 1.6 15.1
Texas 675.9 620. 8 20.2 17.9
South Atlantic
Del anar e 25.4 48.4 51 8.9
Horida 120.1 232.5 4.2 7.9
Georgi a 136.9 107.9 6.0 39
Maryl and 185. 2 319.0 9.2 13.8
North GCarolina 184.9 187.6 85 7.6
South Carolina 52.3 13.4 4.3 1.0
Virginia 3.7 137.9 19 57
Vst Mirginia 53.1 47.0 59 4.9
VEST
Mount ai n
Ari zona 32.3 117.1 31 11.0
ol or ado 204.0 168.0 10.3 15.1
| daho 0.0 10.1 0.0 3.2
Mont ana 3.6 28.6 15.4 12.0
Nevada N A 88.2 N A 26.6
New Mexi co 78.8 45.4 13.0 6.4
U ah 21.5 15.5 4.1 2.5
WWom ng 45.0 113.3 0.0 69.9
Pacific
Al aska 651. 1 668. 4 58.4 60.8
Glifornia 3,686.1 2,680.1 31.0 16.5
Hawai i 2.4 66. 9 0.3 7.5
QG egon 214.8 138.6 2.7 12.9
Viéshi ngt on 264. 7 419.6 10.6 14.8
Tot al 89325 9987.7
Medi an State 59 7.7

Range 0.0 - 584 0.0 - 89.9

SORCE Nat i onal Goverﬁors' Associ ation, The F scal Condition of
States, 1978-1979, 1979-1980 editions.

N A - Not available.

a. Includes the accunul ated reserves of state governments.



York and New Orleans--collected |less than they spent during each
of the three years (see Table 13). Ei ght cities--Los Angel es,
Dal | as, Indianapolis, San Diego, Kansas Gty, Atlanta, Buffalo and
Minneapolis—consistently collected more in revenues than they
expended. The largest fiscal year 1978 shortfalls were recorded
by Detroit, Boston, New York and Houston, while the l|argest sur-
pluses that year were reported by Seattle, Los Angeles, Philadel-
phia and Kansas Qty.

Wiile a shortfall of annual revenues relative to expenditures
may signal potential weakness in a city's financial position, it
Is not necessarily alarmng if the government has reserves suffi-
cient to cover its deficit. Anore conclusive measure, therefore,
is the accunul ated balance in a city's general fund. GCties that
lack assets to cover their liabilities will be subject at least to
short-run stress and possibly to long-term problens as well. New
York, Detroit, and Boston--which all had fiscal year 1978 revenue
shortfalls-—also |acked accumulated bal ances to cover the differ-
ence, while Houston had accumul ated surpluses to cover its revenue
shortfall.® '

Conparisons Between States and Gties

Wien comparing central cities to states, where both the cen-
tral cities surveyed and the states in which they are |ocated had
unobl i gated balances, 1978 bal ances generally represented greater
shares of expenditures in the central cities than in states. In 9
of the 16 states where central cities were surveyed, the central
cities had 1978 operating balances as a percent of annual expendi -
tures equal to or greater than their state government. (see Table

14). In four states=-Califormia, Mssouri, Texas, and
Wisconsin-~the State government's operating balances were
greater. In tw other states--Michigan and New York--the central

cities surveyed had operating-account deficits while their state
governnents reported surpluses. These results reflect only sone
cities and states in one year; the relative position of states and
local governnents may differ, however, as different cities and
states and ot her years are exam ned.

4. Philip Dearborn, "The Financial Health of Myor US Gties in
1978", Table 4.
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TABLE 13, NET YEAR-END (ENERAL FUND BALANCES,2 SHECTED ATES
FISCAL YEARS 1976-1978 (Dollars in MIIlions)

Net General Fund Bal ances

dty (by Census Region) 076 77 1978
Nor t heast
Bost on -55.9 24.8 -13.5
New York Qty -1, 168. 3 -1,038.8 -712.1
Phi | adel phi a -67.6 64. 4 22.1
Pittsburgh -3.8 4.4 -3.4
Buffal o 0.5 14.5 3.7
M dwest
| ndi anapol i s 59 0.8 7.3
Detroit -16.0 51.5 -24.3
Col unbus -0.2 3.8 -4.0'
dncinnati -7.8 3.2 7.8
M | waukee -11.8 -0.1 1.6
M nneapol i s 0.3 3.2 3.4
St. Louis 2.5 -2.0 5.7
Kansas Aty 2.5 2.5 9.3
Sout h
Menphi s -1.8 6.8 4.6
Nashvi | | e 4.2 1.3 -3.0
Houst on 3.7 52 -10.8
San Antoni o -4.6 0.6 -1.2
Dal | as 6.2 10.6 4,2
Jacksonvi | | e 39 -4.2 85
Atlanta 2.1 9.4 6.4
Bal tinore -19.6 -21.3 0.8
New O | eans -7.8 -2.3 -0.5
Vst
Phoeni x 2.4 4.2 -.6
Denver 6.5 11.7 -2.8
Sn Franci sco -16.6 6.1 -1.2
San D ego 7.0 2.3 7.4
Los Angel es 11.3 2.0 33.0
Seattle -3.1 9.4 13.1

SORCE Philip Dearborn, "The Financial Health of Mjor US
Adties in 1978', Whban Institute Vrking Paper, Novenber
1979, Table 3.

a. This total reports on the yearly flow of expenditures and
revenues and does not report accuml ated reserves.
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TABLE 14.
EXPEND TURES,

STATE AND MAJOR ATY YEAR END BALANCES AS A PERCENT CF
FI SCAL YEAR 1978.

Qperating Bal ance

(perating Bal ance

a. These totals
mente.

b. Balance was 0.5 percent or less of annual

i ncl ude the accunul ated assets of

As A Percent of Maj or As A Percent of

State Annual Expenditures? City Annual Expenditures?@
Arizona ' 3 Phoeni x 6
California 31 San Franci sco 11
San D ego 9
Los Angel es 10
Col or ado 10 Denver 13
F orida 4 Jacksonvil |l e 11
Georgia 6 Atlanta 17
I ndi ana 1 I ndi annapol i s 5
Loui si ana 2 New Q| eans 4
M chi gan 1 Detroit -1
Minnesota 1 M nneapol i s 16
M ssour i 9 S. Louis 3
New Yor k b New York Gty -27
' Buffal o - 8
Qi o 3 Col unbus 4
Pennsyl vani a b Pi tt sburgh 4
Phi | adel phi a b
Tennessee b Memphis 8
Nashvil | e 10
Texas 20 Dal | as 11
San Antonio 1
Houston 4
W sconsin 9 M | waukee 3

SORCE Nati onal Governors' Association, Fiscal Survey of the

States, 1978-1979, Table A2; Philip M Dearborn, "The

Financial Health of Mjor US dties in 1978," Wban

Institute Vorking Paper, 1977, Table 4.

each govern-

expenditures.



SUMVARY

The fiscal position of the state and local sector as measured
by the revenues collected and expenditures made shows that:

o] According to the national income and product account
reports, state and local govermnment receipts and
expenditures grew less in 1979 than in 1978 The

decline in growh for receipts was greater than the
decline in expenditures, leaving the sector with a
deficit of nearly $2 billion in 1979. According to the
Bureau of Economic Analysis and Data Resources, Inc.,
the decline in receipts nay continue in 1980, thus
increasing the reported deficit.

o] In fiscal year 1979, state governments year-end bal ances
were nearly $10 billion. The distribution of this sur-
plus differs widely among states, however. Seven

states, including Connecticut, Arkansas, Mchigan, New
York, Pennsylvania, Tennessee and Vernont, had unobli -
gated balances of less than 1 percent of expenditures.
Three other states, Womng, Aaska and Horth Dakota,
reported balances greater than 40 percent of expendi-
tures.

o] O 30 cities whose year-end balances were surveyed,
two--New York and New Orleans--collected |ess revenue
than they spent over the 1976-1978 period. E ght other
cities—-including Los Angel es, Dallas, Indianapolis, San
Diego, Kansas Cty, Atlanta, Buffalo and Minneapolis-—-
coll ected nore revenues than they expended.
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