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P R E F A C E  

Public Law 86-380 places on the Advisory Commission on 
Intergovernmental Relations the duty, among others, to recomnend, 
within the framework of the Constitution, the most desirable 
allocation of governmental functions, responsibilities, and 
revenues among the several levels of government; and to recommend 
methods of coordinating and simplifying tax laws and administrative 
practices in order to achieve a more orderly and less competitive 
fiscal relationship between the levels of government and to reduce 
the burden of compliance for taxpayers. 

This ,report on "State Constitutional and Statutory Restrictions 
on Local Taxing Powers" is concerned with the powers of local govern- 
ments to tax themselves to finance their activities, It is the last 
of three studies the Commission has undertaken of the restrictions 
imposed upon local governments by State constitutions and statutory 
provisions, The other two reports are: State Constitutional and - 
Statutory Restrictions on Local Government Debt issued in September -- -9 

1961, and State Constitutional and Statutory Restrictions Upon the - - 
Structural, Functional, and Personnel Powers of Local Governments, - 
scheduled for publication in December 1962. 

In this report the Commission traces the historical development 
of constitutional and statutory restrictions on local property and 
'nonproperty taxes, describes the pertinent legal provisions in the 
several States and respectfully submits to Governors and State 
Legislatures a number of guidelines for improving the ability of 
local governments to meet local revenue needs through the taxation 
of local resources. 

This report was adopted at a meeting of the Commission held in 
Seattle on October 12, 1962. 

Frank Bane 
Chairman 
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WORKING PROCEDURES OF THE COMMISSION 

This statement of the procedures followed by the Advisory 
Commission on Intergovernmental Relations is intended to assist the 
reader's consideration of this report. The Commission, made up of 
busy public officials and private persons occupying positions of 
major responsibility, must deal with diverse and specialized subjects. 
It is important, therefore, in ev-aluating reports and recommendations 
of the Commission to know the processes of consultation, criticism, 
and review to which particular reports are subjected. 

The duty of the Advisory Commission, under Public Law 86-380, is 
to give continuing attention to intergovernmental problems in Federal- 
State, Federal-local, and State-local, as well as interstate and inter- 
local relations; The Commission's approach to this broad area of 
responsibility is to select specific, discrete intergovernmental 
problems for analysis and policy recommendation. In some cases, mat- 
ters proposed for study are introduced by individual members of the 
Commission; in other cases, public officials, professional organiza- 
tions, or scholars propose projects. In still others, possible 
subjects are suggested by the staff. Frequently, two or more subjects 
compete for a single "slot" on the Commission's work program. In such 
instances selection is by majority vote. 

Once a subject is placed on the work program, a staff member is 
assigned to it. In limited instances the study is contracted for with 
an expert in the field or a research organization. The staff's job is 
to assemble and analyze the facts, identify the differing points of 
view involved, and develop a range of possible, frequently alternative, 
policy considerations and recommendations which the Commission might 
wish to consider. This is all developed and set forth in a prelimi- 
nary draft report containing (a) historical and factual background, 
(b) analysis of the issues, and (c) alternative solutions. 

The preliminary draft is reviewed within the staff of the 
Commission and after revision is placed before an informal group of 
"critics" for searching review and criticism. In assembling these 
reviewers, care is taken to provide (a) expert knowledge and (b) a 
diversity of substantive and philosophical viewpoints. Additionally, 
representatives of the American Municipal Association, Council of 
State Governments, National Association of Counties, U. S. Conference 
of Mayors, U. S. Bureau of the Budget and any Federal agencies directly 
concerned with the subject matter participate, along with the other 
11 critics" in reviewing the draft. It should be emphasized that 



participation by an individual or organization in the review process 
does not imply in any way endorsement of the draft report. Criti- 
cisms and suggestions are presented; some may be adopted, others 
rejected by the Commission staff. 

The draft report is then revised by the staff in light of 
criticisms and comments received and transmitted to the members of 
the Commission at least two weeks in advance of the meeting at which 
it is to be considered. 

In its formal consideration of the draft report, the Commission 
registers any general opinion it may have as to further staff work 
or other considerations which it believes warranted. However, most 
of the time available is devoted to a specific and detailed examin- 
ation of conclusions and possible recommendations. Differences of 
opinion are aired, suggested revisions discussed, amendments con- 
sidered and voted upon, and finally a recommendation adopted (or 
modified or diluted as the case may be) with individual dissents 
registered. The report is then revised in the light of Commission 
decisions and sent to the printer, with footnotes of dissent by 
individual members, if any, recorded as appropriate in the copy. 
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SUMMARY OF FINDINGS AND RECOMMENDATIONS 

This is a report on the powers of local governments to tax 
the resources within their borders. In most States these powers 
are defined in constitutions and statutes and govern all kinds of 
local taxes -- those on property as well as those on income, sales, 
business activity, etc., the so-called nonproperty taxes. 

The property tax has always been the major local revenue 
source and even today provides seven out of eight tax dollars 
collected by all local governments. Because the property tax 
dominates local revenue systems, restrictions on its use are a 
controlling factor in the ability of local governments to respond 
to the service needs of their citizens. For that reason this study 
of State restrictions on local taxing powers is largely concerned 
with property taxation. 

Property Taxes 

The findings which emerge from our analysis of the history 
and operation of restrictions on the property taxing powers of local 
governments are these: 

The power of local governments to levy property taxes is 
subject to constitutional or statutory restrictions or both in most 
States. In some States statutory restrictions preceded constitutional 
provisions; in others the restrictions began with constitutional pro- 
visions. The few States without either of these restrictions are 
concentrated in New England. 

The restrictions typically take the form of maximum limitations 
on the allowable tax rate related to the assessed (not the actual 
market) value of taxable property, although state-wide equalized 
value is occasionally specified, as in New York and Illinois. Examples 
have been found also of limitations on the maximum dollar amount of 
the local government's tax levy (Minnesota) and on the increase in 
its levy from one year to the next (Arizona, Colorado, and Oregon). 

Although restrictions on property taxes have existed throughout 
the history of the tax, limitations as we know them today originated 
in the several States at different times after about 1870 and before 
1940. Their introduction was generally associated with efforts to 
reduce or contain local government expenditures under the stress of 
depressed economic conditions. At times the desire to relieve the 



tax burden on property was the primary motivation. At other times 
this objective was only incidental to an aroused public's dissatis- 
faction with the conduct of public business by local officials, 
i .e., a desire for Iteconomy and efficiency" in local government. A 
few property tax limitations came into being as companion measures 
to restrictions on the borrowing powers of local governments. The 
legislative history, albeit incomplete, suggests also that advocates 
of tax rate limitations expected them to force property tax reforms 
upon local governments, including the abandonment of fractional for 
full value assessment. 

The initial effect of the imposition of tax limitations was to 
arrest the growth of local property taxes and in some cases to 
reduce them, particularly where their introduction came at the 
beginning of a period of declining property values. The economic 
collapse of the 1930's produced the most recent flurry of activity 
aimed at limiting local property tax powers when several States 
enacted particularly stringent measures, generally by amending their 
constitutions. 

Confronted with curtailed property tax revenues local governments 
had to cut budgets sharply, often crippling governmental services 
severely. In some cases total collapse of local government was averted 
only by increased State fiscal aid financed for the most part from 
new consumer taxes. Many of the State general sales taxes now in use 
were enacted as crash programs during the early 1930's. All seven 
States which imposed stringent property tax limitations in 1932 and 
1933 (Indiana, Michigan, New Mexico, Ohio, Oklahoma, Washington and 
West Virginia) almost immediately enacted broad-based sales taxes to 
permit greater State participation in such functions as education and 
welfare and enlarged financial aid to local governments. 

Although it is not feasible to isolate the effect of tax limi- 
tations from the numerous other influences which were at work, recent 
property tax revenue trends suggest that the long run effect of the 
limitations has not been substantial. 

Since World War I1 the property tax has been exhibiting a 
vitality and a capacity for growth unanticipated by even its most 
partisan supporters. It has nearly maintained its relative position 
as a producer of State-local tax revenues and during the immediate 
past has actually forged ahead. It has almost managed to keep pace 
with total tax collections during a period in which many States 
introduced new consumer and business taxes, most increased their 
existing taxes, and some enabled their local governments to embark 
on nonproperty taxation for the first time. Annual property tax 
collections increased from $5.0 billion in 1946 to $18.0 billion in 



1961. During the most recent decade property tax collections 
actually increased at a slightly faster rate than nonproperty taxes, 
and their share of total State and local tax revenue has exhibited 
a noticeable upward trend: 

The larger part of the postwar growth in property tax revenue, 
to be sure, was the result of new construction, higher property 
values, and improved administration. Because they had been assessing 
property for tax purposes at a fraction of its market value, local 
assessors have been able to increase the property tax base by merely 
raising assessment ratios. About one-third of the increase in 
properfy tax collections, however, probably represents higher tax 
rates.- Encouraged by favorable court decisions and liberalizing 
State legislation, supported by taxpayer approval at the polls, and 
aided by administrative ingenuity, local governments have been able 
to stretch tax rate limits and to develop a substantial amount of 
slack within them. 

Year 

This generalization pertains to national and State averages 
which doubtless obscure numbers of taxing jurisdictions hard- 
pressed by tax limits. Typically, however, the governments which 

1/ U. S. Bureau of the Census, Property Tax Assessments in the United - 
States, Preliminary Report No. 4 of the 1962 Census of Governments 
(August 1962). 
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have experienced less than average increases in property tax 
collections since the War appear to have been handicapped more by 
a paucity of taxable resources than by tax limitations. The States 
with the lowest property tax rates and burdens are typically those 
in which per capita State and local expenditures and per capita 
total taxes are low. Conversely, the States with high property tax 
burdens are the wealthier industrial States which have tended to 
provide more local governmental services at a higher cost. 

The fact that local governments have managed to double their 
property tax collections in ten years and quadruple them in twenty 
years despite State imposed tax restrictions does not gainsay the 
damaging effect of the restrictions. 

They have stimulated the creation of special dis- 
tricts for the primary purpose of gaining additional 
taxing authority, aggravating the proliferation of 
local governments. 

They have necessitated recourse to short-term financing 
to cover operating deficits which ultimately had to be 
funded, 

They have encouraged long-term borrowing for activities 
which might have been financed out of current revenue. 

They have necessitated quantities of special legislation 
in some States to relieve individual jurisdictions, 
thereby, in effect, shifting. the local governing bodies' 
appropriating function to State legislatures. 

They have impaired the ability of local officials to 
budget effectively where specific limitations apply to 
particular governmental functions. 

They have imposed onerous burdens on administrative 
agencies and added to the already overcrowded dockets 
of the courts. 

Finally, where property tax limitations are especially 
rigid and communities have reached their tax limit, 
assessors are often subjected to conflicting pressures 
from governing bodies seeking additional property tax 
revenue or fearing revenue losses when property values 
drop, and from taxpayers who wish to prevent property 
taxes from rising, Politically sensitive assessors 



have often taken the path of least resistance and 
resorted to the practice of repeating assessments 
from year to year, disregarding value concepts 
which have been developed and generally accepted 
by the assessing profession. Furthermore, an 
elected assessor, with little or no responsibility 
to the governing body, can thwart the budget-making 
authorities by refusing to raise assessments or 
even by arbitrarily decreasing them. The assessor 
is thus in the policy-making position of determining 
the level of local government spending. 

The fact that local governments have contrived to expand their 
property tax revenues despite State imposed tax restrictions con- 
dones neither the restrictions nor the techniques employed to 
circumvent them, If the case against property tax limitations on 
the basis of their crippling effect on local revenue is not compelling, 
it is all the stronger on the basis of universally accepted principles 
of sound public administration and the essential ingredients of our 
federal system of government. 

The case against State imposed restrictions on the taxing powers 
of local governments is that they are incompatible with responsible 
local government responsive to the needs of a rapidly growing, con- 
stantly changing, mobile community. Furthermore, the imposition of 
uniform restrictions ignores the variations that exist among local 
governments in. the demand for public services and the availability of 
taxable resources. The financing of civilian government (as 
distinguished from national defense and foreign relations) is largely 
a State and local responsibility. The division of these responsibilities 
and of the tax sources used to finance them between the State and its 
local governments is the individual responsibility of each State. A 
State evades part of that responsibility when, in the face of constant 
change in the relative needs of different functions and different 
jurisdictions and in the relative size of the different tax bases, it 
freezes one of the tax bases but allows all other tax bases and 
factors affecting revenue needs to change. 

On several earlier occasions this Commission has expressed the 
conviction that the strength of our federal form of government as 
intended by the Constitution depends in large measure on the vitality 
of local and State governments; these governments can remain responsive 
to the service needs of a dynamic population only if they possess the 
powers and facilities essential for these tasks. Without the means to 
help themselves they can choose only between defaulting on the needs of 
their citizens or seeking relief from higher levels of government. 



Local government is strongest when it is free to use its local 
resources to solve its problems in ways it deems appropriate. The 
agency for local self-determination is the freely elected local 
governing body operating under such general powers and with such 
requirements for referral to the voters as they (the voters) 
themselves prescribe. Governing bodies should not be diverted from 
their primary policy-making task by institutional arrangements which 
oblige them to dissipate their resources by applying their ingenuity 
to devise methods for circumventing State prescribed restrictions. 

The comprehension level of the electorate, the competence of 
public officials, and the general quality of the entire apparatus of 
local government have made great strides since constitutional and 
statutory limitations on local taxation were first invented to safe- 
guard prope;ty owners against bureaucratic and political abuse. 
Modern communication media provide public officials with tools to 
inform their constituents. An informed electorate can insist on 
high quality and efficient governmental performance. It no longer 
needs the kind of protection that is purportedly afforded by crude 
and cumbersome property tax limitations. 

The Commission recommends the lifting of constitutional and 
statutory limitations on local powers to raise property tax revenues. 

The case against State imposed limitations on local property 
tax rates revealed by our investigations is strong. Such limitations 
are inimical to local self-government and should be lifted. We 
recognize, however, that after nearly a century of custom, some States 
may not be prepared to release the stranglehold of these institutional 
practices on short notice. It may take a little time for legislators 
and the general public to become convinced that tax rate limitations 
serve no useful purpose and have great potential for mischief. Legis- 
lators' receptiveness to change will be affected also by the quality 
of property tax administration and of public accounting, budgeting, 
and reporting practices. Each improvement in these areas improves the 
case for lifting arbitrary tax limitations. The case will be further 
enhanced as public participation in the conduct of local governments 
becomes more widespread. 

States which find it impractical to eliminate property tax limits 
in the immediate future are urged to consider partial steps toward 
relieving the pressure on their local governments. We recommend the 
following guidelines for liberalizing the property taxing powers of 
local governments: 

(1) Statutory limitations are preferable to constitutional 
limitations. - 



Constitutions should be limited to governing principles, to 
the exclusion of administrative detail. The solution of problems 
generated by the accelerating pace of American society cannot await 
the time consuming process of constitutional amendment. We concur 
with the National Municipal League that: llIdeally, a constitution 
should be silent on the subject of taxation and finance, thus 
permitting the legislature and the governor freedom to develop fiscal 
policies for the State to meet the requirements of their time.". _?I 

(2) Tax rate limitations, if imposed, should be in terms of 
the value of taxable property eqaalized to full market value rather 
than fractional assessed value. 

In most States assessed valuation as distinguished from actual 
valuation is without legal foundation. Limitations in terms of 
actual value rather than assessed value, i.e., in terms of "effective" 
tax rates (calculated on the basis of actual property value) rather 
than "nominal" rates, would eliminate the influence of inter-community 
differences in the ratio of assessed to market values. Under the 
usual procedure of applying tax rate limitations to locally assessed 
values, the assessor is actually a policy maker, since he determines 
a locality's property tax revenue by determining the assessment ratio. 
The fixing of tax rate limitations in terms of effective rates pre- 
supposes that an appropriate State tax agency is charged with the 
duty of compiling valid assessment ratio data on a continuing basis 
so that local assessments can be equalized to full value. 

(3) Broad limitations in terms of all local functions of 
government are likely to be less damaging than those in terms of 
individual specific functions. 

A local governing body should be free to determine how its 
jurisdiction's aggregate revenue resources can be distributed most 
effectively among competing service needs. Specific limitation on 
the revenue that may be raised for particular functions interferes 
with orderly budgeting and handicaps good budgetary practice. 

(4) Limitations on taxing powers, if imposed, should be re- 
stricted to the financing of operation and maintenance costs and 
should exclude requirements for servicing capital improvement debt 
and for pay-as-you-go capital outlays. 

2/ National Municipal League, Salient Issues of Constitutional - 
Revision (1961) , p. 136. 



Limitations on the availability of tax sources for servicing 
debt tend to increase the cost of borrowing, because the more 
comprehensive the asset backing of a bond the lower the investor's 
risk. This is true whether a bond issue is payable solely from the 
earnings of a revenue producing facility or from a limited property 
tax levy. Local governments with sound borrowing policies and 

31  practices have no need for limitations on debt service levies. - 
Furthermore, capital improvement expenditures tend to fluctuate from 
year to year, and the extent of such fluctuations cannot be antici- 
pated when limitations are set. Limitations on levies for capital 
improvements without parallel limitations on debt service will exert 
pressure for debt financing in preference to financing out of current 
revenue. 

While requirements for capital financing should be excluded 
from property tax limitations, taxes levied to service short-term 
debt or debt issued to fund current deficits should be within the 
limitation. Exclusion of such taxes only encourages deficit financing. 

(5) If limitations are imposed, provision should be made for 
relief (a) administratively by a State agency and (b) by reference to 
the electorate. 

f l  

: A_~~sper+y- . - - l imitat ion law, however well conceived, cannot 
possibly allow for all the differences %that exist among governments-- 
even governments of the same type in the same State. Neither can it 
anticipate all future contingencies. Therefore, administrative 
procedures must be provided (typically a State agency) for exceeding 
limitations in case of a demonstrable need. Furthermore, the governing 
body of a community should always have recourse to its electorate if, 
as a resultdo£ demands made upon it by its constituents, it finds it 

ed statutory limitations. 

(6) The electorate should always have the authority to initiate 
by petition a vote on proposals to exceed prescribed tax limitations. 

Where the governing body of a local government is free to avail 
itself of the administrative machinery recommended above for exceeding 
statutory limitations, the electorate should be empowered to initiate 
a vote on the question, 

3/ Our recommendations on the restriction of local government debt - 
were covered in an earlier report, State Constitutional and 
Statutory Restrictions on Local Government Debt (September, 1961). 



(7) If property tax limitations are imposed and if governing 
bodies and citizens have the latitude to adjust them in compelling 
circumstances as we here recommend (NOS. 5 and 6), then tax limits 
should embrace all overlapping local taxing jurisdictions. 

Local governments vary considerably in their needs and the 
taxable resources available to meet them. We believe, however, that 
an overall limitation embracing all overlapping taxing jurisdictions 
set at a realistic level and subject to the kinds of adjustments 
suggested above is likely to be less damaging to the quality of 
local government than a series of specific limitations applicable to 
different classes of local governments. An overall limit affords 
the possibility of varying the allocation of the total allowable 
levy among the several layers of government to reflect variations 
in program requirements and taxable resources in different parts of 
the State. It will also discourage the formation of special districts 
to evade the limitation. 

The level of an overall property tax limitation and possible 
variations within the State should take account of the functional 
responsibilities vested in local governments, the way the property 
tax is utilized in various taxing jurisdictions, the availability of 
nonproperty taxes, and the role of State financial aids. 

(8) Home rule charters should be exempted from the application 
of property tax limitations imposed by general law. 
/. 

Home rule p r w J y  embraces the responsibility for financing 
---w. C 

dcal government services, including the obligation* redetermine 
15ca11~--th&'de&eeflbtk responsibility delegated to the elected officials . -O.----%+UWI .r.,*y& M*,v='-* 

and the limitations impos,ed on their taxing powers. 
< ,  

- ", " ..*-?.+* , 

I"; 

It follows that wherever local governments have been granted 
home rule powers, their right of self-determination implicit in such 
'a _nl &ant L---X.. -I-m -? should 1 not be abridged by saddling them wLth."aitewide property 
tax limitatioi~. '*-** 

Nonproperty Taxes 

Our survey of the restrictions on local nonproperty taxes can 
be summarized as follows: 

The use of major nonproperty taxes by local governments is a 
relatively recent development. A few large cities, notably New York, 
New Orleans, and Philadelphia, levied sales or income taxes to meet 



emergency conditions in the 1930's. The rising demand for local 
government services after World War I1 to "catch up" on war- 
deferred needs and to provide for a rapidly growing and increasingly 
urbanized population sparked a rash of nonproperty tax enactments, 
Some of the new taxes were levied under specific legislative 
authority; others under the taxing powers implicit in home-rule 
provisions; and still others under taxing powers implied by general 
constitutional or statutory authorizations. 

New York and Pennsylvania granted broad nonproperty taxing 
powers to their local governments in 1947. A few municipalities in 
Ohio adopted income taxes and a number of California cities retail 
sales taxes under local home rule or general licensing powers. 
Several Kentucky cities levied income taxes under occupational 
license powers. 

Mississippi pioneered the local supplement to a State sales 
tax in 1950. California, Illinois, and New Mexico followed five 
years later and Utah in 1959. These are the five significant attempts 
to coordinate State and local taxes. 41 

Local nonproperty taxation has been confined to a relatively 
small number of States and still provides only $2.4 billion of local 
government tax revenue annually. This represents 12.3 percent of 
the tax revenue of all local governments. Except in a few States 
(notably Alabama, California, Illinois, New York, Pennsylvania, and 
Utah), local nonproperty taxation is primarily a municipal phenomenon. 
In 1961, about four-fifths of the revenue from this source was 
accounted for by cities. 

General sales taxes are now used by local governments in 12 
States, cigarette taxes in 9 States, and income and gasoline taxes 
in 6 States each. Local admissions taxes are levied in about a 
dozen and alcoholic beverage excises in about a half dozen States. 
In many States, municipalities tax also the gross receipts from 
local utility services, frequently under general regulatory powers 
rather than specific authorizations. 

State constitutions are silent, in the main, on the question of 
local nonproperty taxes. Many, however, authorize the legislatures 

4 /  A 1961 effort in Colorado to coordinate a 2 percent local general - 
sales tax in the four-county Denver metropolitan area to finance 
capital improvements was declared unconstitutional by the State 
Supreme Court. 



to regulate local taxation. In 11 States there are no specific 
provisions -- either constitutional or statutory -- concerning 
local utilization of any of the nonproperty taxes; another six 
States prohibit only local gasoline taxes. Where both constitu- 
tions and statutes are silent, it has generally been assumed that 
localities' nonproperty taxing powers are limited to licensing. 

Statutory authorizations are usually specific and carry with 
them limitations as to maximum rates, kinds of local governments 
that can use them, voter approval, and tax base. In some States 
(Kentucky, Michigan, and Ohio), however, local income taxes have 
been enacted under powers implicit in general enabling acts or 
home rule provisions relating to the levy of local business and 
occupation licenses or excise taxes. Local sales taxes have been 
levied in a few other States (for example, Alabama, Arizona, 
California, and Colorado) under similar implied powers. Others are 
presumed to possess such implied authority, but have not used it. 
Use of these implied taxing powers has generated litigation, but 
except where there has been clear-cut pre-emption by the State or 
specific statutory or constitutional prohibition against specific 
nonproperty taxes, local ordinances imposing them have been upheld 
by the courts, 

In contrast to the situation noted in our analysis of property 
tax limitation laws, the nonproperty tax picture is considerably 
more clear and orderly. Thus, practically all the specific pro- 
visions conceraing local nonproperty taxes are statutory, not 
constitutional. In this area, the States have by and large followed 
the sound principle of keeping administrative detail out of their 

5 /  constitutions. - 

Most States that have enabled their local governments to impose 
nonproperty taxes have restricted the authority to particular local 
governments and with respect to particular taxes. Pennsylvania is 
the conspicuous exception. It has authorized practically all local 
governments, except counties, to impose a wide variety of taxes. 
In consequence, several thousand income, admissions, per capita, and 
real prope-rty transfer taxes are now being collected by Pennsylvania 
cities, boroughs, townships, and school districts. In a number of 
instances, cities and school districts have established joint 
collection systems. New York authorizes almost as wide a variety of 

5 / See recornmendat ion (1) under "Property Taxes", above. - 
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nonproperty taxes as Pennsylvania but is more restrictive as to 
which local governments may use them. It assigns prior rights to 
the counties for certain taxes and to cities for others. It 
allows joint county-city administration of any of the'taxes 
authorized and provides for State technical assistance to localities. 
The New York practice, however, falls short of the coordinating 
influence present in the local supplement to State sales tax in use 
in five States which is closely akin to State-imposed taxes shared 
with local governments, 

Under this federal system, it falls to the State to divide 
the responsibility for financing governmental services between its 
local governments and itself. That division will necessarily vary 
from State to State and may vary among different parts of the same 
State. I< follows that no single taxing pattern can apply to all 
local governments within a State, much less to different States. The 
Commission's present study of State restrictions on local taxing 
powers and its earlier study on local nonproperty taxing powers leave 
no doubt, however, that State constitutions and statutes tend to 
restrict the taxing powers of local jurisdictions and, more particu- 
larly, that they make inadequate provision for the coordination of 
local nonproperty taxes. These restrictions, developed for local 
government conditions, practices, and problems prevelant generations 
ago, are no longer appropriate. Each advance toward urbanization 
makes them more intolerable and less compatible with contemporary 
needs, In the interest of strengthening local government to enable 
it to serve as the fulcrum of strong State government, so that it in 
turn may serve as the keystone of a dynamic federal system, the 
Commission urges upon Governors and State legislators maximum 
adherence to the following basic principle in granting nonproperty 
taxing powers to their local governments beyond those implicit in 
home rule provisions: 

Most local governments are smaller than the -- 
- economic area in which they participate and 
therefore are handicapped - in individually 
making use of income, sales, excise, and simi- 
lar nonproperty taxes. Accordingly, local - 
governments should enabled use these 
taxes only where required & the interest of 
the desired distribution of the combined - 
State-local tax burden among the several bases 
of taxation (property, income, consumption, - 
and business activity), and more specifically, - 
only where increasing demands for local 
services cannot be reasonably met from available 



property tax sources ,r where property already 
bears an inordinate share of the local tax -- 
burden. Where these conditions necessitate the -- 
use of nonproperty taxes 9 local governments, -- 
it is incumbent upon the State to help those -- 
local povernments to overcome the handicaps which - 
necessarily attach - to independently administered 
nonproperty taxes. 

Efficiently and equitably administered, the property tax is 
particularly suited as a source of local government revenue. Many 
States are taking a fresh look at their property tax and are finding 
that, with improved administration, it can be made even more pro- 

6 /  ductive without appreciably increasing effective rates. - 

Some communities, particularly the major urban centers with 
rapidly growing "bedroom" suburbs, may be approaching a saturation 
point in property taxation. In their case the need for nonproperty 
taxes is self evident. With a view to evaluating the proper role 
of nonproperty taxes in local government financing, we recommend the 

7 /  following guidelines: - 
Provisions relating to the use of nomro~ertv 

- 

taxes should be statutoryp rather than constitu- - 
tional, - and t G y  should be specific as to the --- 
kinds of taxes authorized, the particular local --- - 
governments authorized 2 use them, their 
structure (tax base, exemptions, etc .), and 
administration, 

As stated earlier, details of tax administration have no place 
in constitutions -- whether they relate to property taxes or to 
nonproperty taxes. If local governments were given specific authori- 
zation to levy certain well-defined nonproperty taxes, they would 
not need to resort to general licensing or home rule powers in 
imposing new taxes with the attendant threat of litigation. Furthermore, 
specific authorization as to kinds of taxes, their structure, and 
their administration minimizes the variety that otherwise develops. 

6/ The Commission's recommendations on the administration of the - 
property tax are currently being formulated. 

7 /  Recommendations marked with an asterisk (*) were contained in our - 
earlier report, Local Nonproperty Taxes and the Coordinating Role 
of the States (September 1961). 



(2) The electorate should always have the authority 
to initiate & petition a vote on proposals for - 
new nonproperty taxes. - 

Principles of local self determination require that the authority 
;ranted local governing bodies to enact nonproperty tax ordinances and 
so prescribe the detailed provisions of these taxes consistent with 
their enabling legislation should be paralleled by authority for the 
voters to initiate by petition a referendum on the question. 

(3)* Individual States' tax policy should aim to 
limit local Fovernment 2 the more productive -- 
taxes. - 

Local jurisdictions should be discouraged from levying many 
kinds of taxes, none of which produces enough to warrant reasonably 
good enforcement. Extensive tax diversification is not practicable 
at the local level, especially in the smaller jurisdictions. Current 
experience suggests that income and general sales taxes are appropriate 
only for large jurisdictions; admissions and cigarette taxes, as well 
as gross receipts taxes on local utility services may well be suitable 
for smaller jurisdictions; and areas frequented by tourists and other 
transients may find admissions and hotel occupancy taxes practicable. 

(4)* The case for most nonproperty taxes strongest 
in the large urban places. -- 

Even in large urban places nonproperty taxes are best imposed 
cooperatively by a group of economically interdependent jurisdictions. 
Therefore, the city and the other major jurisdictions comprising an 
economic area should be provided with uniform taxing powers and 
authority for cooperative tax enforcement. The States should take 
active leadership in promoting the pursuit of coordinated tax policies 
and practices by these economically interdependent jurisdictions. 

(5)* 2 States where 5 particular tax, such as the 
sales or incane tax, & widespread use & -- 
local governments and simultaneously used 
also the State, the most promising coordi- - 
nating device is the local tax supplement 
the state tax. - -  

This device gives local jurisdictions access to the superior 
enforcement resources of the State and eases taxpayer compliance but 
leaves the decision to impose the tax to local initiative. However, 
tax sharing should be considered under such circumstances. Although 
the tax sharing device may run a poor second to grants-in-aid where 



the objective is to provide State financial assistance to local 
units on a stable basis, it has distinct advantages as a substitute 
for locally imposed taxes where they are widespread within the 
State, especially if the independently imposed local tax rates tend 
to be uniform. 

In situations where a  articular nonDroDertv - -- L J 

tax is widely used locally but the State does -- - 
not itself use the same tax, the State can - 
nonetheless help local jurisdictions & facili- 
tating the pooled administration of the -- 
separate local taxes bv a State administrative 

A - -  

agency; alternatively, can authorize local 
'urisdictions to join in creating such 
idminis trat ive~gency - for themselves. 

When numbers of adjoining or overlapping jurisdictions levy an 
identical tax, efficiency of administration can be improved and 
costs of administration and taxpayers' compliance reduced by pooling 
enforcement resources. This is especially so when the same income 
recipient, employer, merchant, etc., is liable for several juris- 
dictions' taxes. In these situations the pooled administration of 
several jurisdictions' nonproperty taxes is indicated. It cannot, 
however, be realized without the required legislative authority. 

States should provide their local units with 
- - 

technical assistance 3 serving clearing- 
house of information on tax experience & -- 
other ~arts of the State and countrv. bv ------ - J  ' -&.. 
furnishing model legislation and promulgating 
standard regulations, & providing training 
facilities --- for local tax personnel, & giving 
them access to Statetax records, and where - --- 
appropriate, employing sanctions against 
State taxpayers who fail to comply with local - 
tax requirements, - 

The case for State technical assistance to local jurisdictions, 
particularly the smaller ones with limited personnel possessing 
specialized skills, requires no articulation. The potential usefulness 
of State sanctions against taxpayers who fail to comply with local tax 
requirements can be demonstrated with reference to motor vehicle 
registration. Since all States license motor vehicles, they could 
ensure compliance with local ordinances by requiring evidence of such 
compliance as a condition of issuing a State license for the particular 
vehicle, 





Chapter 1 

INTRODUCTION 

The power to tax is conferred on local governments by State con- 
stitutions and legislative enactments. No local tax can be imposed 
without such authorization, Indeed, no local government can exist 
without the specific or general authorization of the State constitu- 
tion, its legislature, or both. Traditionally, local power to tax has 
been confined to the property tax and, under the general police 
powers, to various types of business and non-business regulatory 
license taxes. 

Local governments are empowered to impose nonproperty taxes as 
revenue-raising (as opposed to regulatory) measures, either by means 
of specific statutory authorization or by interpretation of consti- 
tutional or statutory provisions as to home rule powers, city charters, 
and general taxing powers. Most State constitutions are silent on the 
matter of specific nonproperty taxes, and many local nonproperty taxes 
have been enacted for revenue purposes and upheld by the courts simply 
because they are not forbidden by the constitution or pre-empted by 
the State. Thus, in the nonproperty tax area a particular local 
government generally either does or does not have the power to impose 
a particular tax as a revenue measurrl/- 

Despite a few outstanding exceptions, such as the depression-born 
authorizations to a few large cities to impose local sales or income 
taxes, the California sales taxes and the Ohio income taxes adopted 
under local home rule provisions or general licensing powers, the 1947 
legislation in New York and Pennsylvania authorizing various local 
taxes, and the post-World War I1 enactments authorizing local retail 
sales taxes in a few States (notably Illinois and Mississippi), local 
taxation is still confined almost exclusively to the property tax. 
Nonproperty taxes provided only 12.3 percent of all local tax revenue 
in 1961. More than half of the $2.4 billion local nonproperty tax 
revenue in 1961 was collected by the 51 cities with populations of 
over 250,000. In local governments other than municipalities non- 
property tax revenue is still a mere trickle. 

11 Where explicit authorization to levy nonproperty taxes does exist, - 
it generally carries with it a maximum limitation on the tax rate, 
as in the case of the property tax, See Chapter 5. 



Constitutional 'and statutory limitations on local property 
taxing powers are not of the "all or none" variety. With very 
limited exceptions, all local governments have the power to levy 
property taxes. The exceptions consist almost entirely of special 
districts financed by special assessments or charges for services. 

Although virtually all local governments are empowered to levy 
property taxes, they are circumscribed by a variety of constitutional 
and statutory restrictions that almost defy categorization. Only 
seven States can be said to have no property tax limits written into 
their body of law --  five of the six New England States (the excep- 
tion is Rhode Island), Maryland,and New Jersey. The remaining 43 
States have some kind of property tax limitation in their constitu- 
tions, their statutes, or both. 

State restrictions on local property taxation are typically in 
terms of the maximum rate that may be imposed. The rate limitation 
may be expressed as a percent of assessed valuation, a number of 
dollars per thousand dollars of assessed valuation, a number of 
cents per hundred dollars, or a number of mills per dollar. For our 
purposes, all rate limits have been converted to mill rates and are 
SO expressed. 

The State limitation on local property taxes is sometimes in 
terms of a maximum percentage by which a local levy or an appropria- 
tion can exceed the previous year's levy or appropriation. Another 
form of limitation -- usually applied to a particular governmental 
unit or activity -- is a restriction of the amount that can be levied 
to an absolute dollar or per capita amount. 

Because of the dominant position of the property tax in the 
local government revenue structure, this report deals primarily with 
the constitutional and statutory restrictions on local property 
taxation. Its purpose is to examine these restrictions in some 
detail and to assess their effect on local taxation and finance in 
order to uncover some policy guidelines for enhancing the abilities 
of local governments to meet their financial needs out of their 
local resources. The major nonproperty taxes available to local 
governments are also examined and some recommendations made regarding 
their use. 



Chapter 2 

THE PROPERTY TAX I N  STATE AND LOCAL REVENUES 

The proper ty  t a x  has been t h e  mainstay of American l o c a l  govern- 
ment f inances  s ince  co lon ia l  t imes. It s t a r t e d  a s  a  s e l e c t i v e  t a x  on 
enumerated c l a s s e s  of proper ty ,  but  e a r l y  i n  t h e  h i s t o r y  of t h e  
Republic S t a t e  c o n s t i t u t i o n s  adopted t h e  p r i n c i p l e  t h a t  a l l  p roper ty ,  
un le s s  s p e c i f i c a l l y  exempt, must be included i n  t h e  t a x  base and 
taxed uniformly wi th in  each t ax ing  j u r i s d i c t i o n .  By t h e  C i v i l  War 
per iod  t h e  "general proper ty  tax" had evolved a s  t h e  dominant f e a t u r e  
of ~ m e r i L a n  S t a t e  and l o c a l  t axa t ion .  

Table 1 t r a c e s  t h e  development of S t a t e  and l o c a l  government 
genera l  revenue s i n c e  1902. A t  t h e  t u r n  of t h i s  century proper ty  
t axes  s t i l l  provided t h e  major po r t ion  of both S t a t e  and l o c a l  t a x  
revenue. Since t h a t  t ime, however, S t a t e  governments have turned 
more and more t o  o the r  t a x  sources,  r e l inqu i sh ing  t h e  proper ty  t a x  t o  
t h e i r  l o c a l  governments. Thus, while  S t a t e  governments der ived  more 
than h a l f  of t h e i r  t a x  revenue from proper ty  t axes  i n  1902, t h e  prop- 
e r t y  t a x  po r t ion  had dropped below one-quarter by 1927, t o  about 
one-s ix th  by 1932, and below 4 percent  by 1952, where i t  has remained 
f o r  10 years .  Even though 45 S t a t e s  s t i l l  (1961) r ece ive  some rev-  
enue from t h e  proper ty  t ax ,  i t  i s  y i e l d i n g  a s  much a s  5 percent  of 
t o t a l  S t a t e  t a x  revenue i n  only 15, and of t hese  15 S t a t e s  only two 
de r ive  more than 15 percent  of t h e i r  t a x  r e c e i p t s  from t h a t  sou rce . l /  

I n  t h e  l o c a l  t a x  s t r u c t u r e  t h e  proper ty  t a x  always has been, 
and remains today, t h e  most important source of t a x  revenue. I n  
f a c t ,  i f  one cons iders  l o c a l  t a x  revenue a lone ,  t h e  propor t ion  borne 
by proper ty  taxes  was almost t h e  same i n  1961 a s  i n  1902 -- 87.7 
percent .and  88.6 percent ,  r e spec t ive ly .  Local governments o the r  than 
m u n i c i p a l i t i e s  r e l y  almost e n t i r e l y  on t h e  proper ty  t a x  f o r  t h e i r  
l o c a l l y  r a i s e d  t a x  revenue. Table 2 shows t h a t  i n  1961 municipal i -  
t i e s  r a i s e d  73 percent  of t h e i r  taxes  from proper ty  t axa t ion ;  
p r a c t i c a l l y  a l l  school d i s t r i c t  t a x  revenue came from t h i s  source;  
94 percent  of county taxes  and 96 percent  of township and s p e c i a l  
d i s t r i c t  t axes  were derived from t h i s  source. 

11 U. S. Bureau of t h e  Census, Compendium of S t a t e  Government - 
Finances 1961. 



Table 1. - State and Local Government General Revenue, by Source and by Level of Government: 
Selected Years, 1902 - 1961 
@ollar amounts in millions) 

rcent - 1 I As percent of 
Total 
general 
revenue 

Year 

I EZ I I revenue 

1/ 
STATE AND LOCAL- 

Intergovernmental 

$ 860 
1,609 
6,087 
6,164 
8,528 
19,323 
28,817 
36,117 
38,861 

STATE 

Taxes 

Property 

Amount 

LOCAL 

Charges and miscellaneous 
general revenue 

I 
As percent of 
total general 

revenue 

$ 56 
97 
605 
811 

1,836 
5,281 
7,539 
9,953 
LO, 904 

Note. - Due to rounding detail will not necessarily add to totals. 

Total 

l/ To eliminate duplication, transactions between State and local governments are excluded from State-local 
aggregates, so that total intergovernmental revenue of State and local governments is from the Federal 
government only. 

Source: U. S. Bureau of the Census, Historical Suuunar .o£.&a?zernmental Finances in the United Sta&.s, (Vol. IV, 
NO. 3 06 the 1957 Census 06 Gwernments), Oav$&kotal ~i-us ~ , % ~ o v e ~ n m e n ~ u a n e e s  in 1961. 

Amount 
As e 
Tota! I I Amount I total general 
general 



Table 2. - State and Local Government General Revenue, 

Type of government 

State & local 

State 

Local 
Counties 
Municipalities 
School districts 
Townships & spe- 
cial districts 

by Type of Government: 1961 

(Dollar amounts in millions) 

Total 
general 
revenue 

Note. - Due to rounding detail 

Total 

Tax Revenue 

PI 

Amount 

~perty taxe 
As percent 
of genera 1 
revenue 

onlv 
AS percent 
of total 
tax revenue 

will not necessarily add to totals. 

transactions between State and local 1/ To eliminate duplication, - 
governments are excluded from State-local aggregates, and trans- 
actions among local governments are excluded from local 
aggregates. 

Source: Bureau of the Census, Governmental Finances & 1961, 
supplemented with unpublished data. 

The historical trend is somewhat different when local property 
taxes are viewed within the framework of the combined State-local tax 
structure. Since, as mentioned above, most States have virtually 
relinquished property taxes as a source of State revenue and have 
developed new taxes, the yield of which has long since surpassed the 
amount derived formerly from State property taxes, total State and 
local reliance on the property tax has declined considerably. Thus, 
in 1902 property taxes provided 82 percent of State and local taxes; 
by 1932 this fraction had declined to 72.8 percent; and by 1952 to 
44.8 percent. The property tax portion of the State and local tax 
take has increased slowly since that time to 46.3 percent in 1961. 



Table 3. - The Property Tax in the State and Local Tax Structure, by State: 1932, 1942, and 1961 

(Dollar amounts in millions) 

State 

United States 

Alabama 
Alaska 
Arizona 
Arkansas 
California 

Colorado 
Connecticut 
Delaware 
District of Columbia 
Florida 

Georgia 
Hawaii 
Idaho 
Illinois 
Indiana 

Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 

Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 

Missouri 
Montana 
Nebraska 
Nevada 
New Hampshire 

New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 

Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 

South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 

Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 

Tax revenue of State * 1932 

$6,16g1 

53 
N.A. 

26 
34 

. 427 

55 
10 6 
16 
30 
75 

66 
N.A. 

24 
407 
173 

122 
96 
67 
73 
43 

78 
306 
30 7 
148 
48 

136 
29 
61 
8 

30 

301 
14 

1,048 
98 
30 

349 
7 7 
61 

481 
37 

41 
37 
69 
207 
22 

19 
75 
86 
66 
181 
13 

1942 

$8,528 

81 
N.A. 

34 
56 

668 

83 
144 
16 
46 
116 

100 
N.A. 

30 
589 
202 

154 
106 
95 
122 
51 

107 
358 
371 
196 
73 

186 
39 
65 
11 
34 

346 
25 

1,386 
146 
44 

435 
115 
7 8 

644 
49 

72 
40 
106 
271 
3 7 

22 
112 
136 
87 
228 
16 

3 local 8 

1932 

$4,48?' 

3 2 
N.A. 
21 
20 

311 

44 
74 
5 
25 
48 

41 
N.A. 

19 
333 
140 

94 
79 
48 
5 1 
2 9 

54 
220 
244 
112 
33 

100 
23 
47 
6 
22 

236 
10 
780 
56 
23 

276 
53 
41 
340 
27 

25 
30 
40 
148 
17 

11 
40 
67 
50 
125 
10 

fernmen 
'ODertv 
1942 

4,537 

26 
N.A. 

17 
17 
3 34 

4 7 
82 
4 
26 
52 

41 
N.A. 

18 
327 
111 

85 
64 
45 
41 
32 

62 
241 
196 
110 
30 

93 
26 
45 
7 
21 

261 
9 

809 
46 
30 

208 
41 
40 
329 
31 

2 7 
24 
47 
150 
20 

11 
44 
46 
28 
128 
9 

-- -- 
Property tax revenue as a 
percent 
1932 

72.8 

60.4 
N.A. 
80.8 
58.8 
72.8 

80 .O 
69.8 
31.2 
83.3 
64 .O 

62.1 
N.A. 
79.2 
81.8 
80.9 

77 .O 
82.3 
71.6 
69.9 
67.4 

69.2 
71.4 
79.5 
75.7 
68.8 

73.5 
79.3 
77 .O 
75 .o 
73.3 

78.4 
71.4 
74.4 
57.1 
76.7 

79.1 
68.8 
67.2 
70.7 
73.0 

61 .O 
81.1 
58.0 
71. .5 
77.3 

57.9 
53.3 
77.9 
75.8 
69.1 
76.9 

F total ta 
1942 

53.2 

32.1 
N.A. 
50 .O 
30.4 
50 .O 

56.6 
56.9 
25 .O 
56.5 
44.8 

41 .O 
N.A. 
60 .O 
55.5 
55 .O 

55.2 
60.4 
47.4 
33.6 
62.7 

57.9 
67.3 
52.8 
56.1 
41.1 

50 .O 
66.7 
69.2 
63.6 
61.8 

75.4 
36 .O 
58.4 
31.5 
68.2 

47.8 
35.7 
51.3 
51.1 
63.3 

37.5 
60 .o 
44.3 
55.4 
54.1 

50 .O 
39.3 
33.8 
32.2 
56.1 
56.3 

See footnotes on next page. 



Table 3. - The Property Tax i n  the  S t a t e  and Local Tax Structure ,  
by State: 1932, 1942, and 1961 (Concluded) 

Note. - Due t o  rounding d e t a i l  w i l l  not necessar i ly  add t o  t o t a l s .  
Tota ls  f o r  1932 and 1942 exclude Alaska and Hawaii, See 
a l s o  footnote - I / ,  

N.A. - Indicates  t h a t  data a r e  not avai lable .  

1/ - The National t o t a l s  f o r  1932 a r e  a s  revised f o r  t he  1957 
Census of Governments, His to r ica l  Summary of Governmental 
Finances &I the  United S ta tes ;  the  individual  S t a t e  amounts 
a r e  from Bureau of the  Census, His to r ica l  Review of Sta t e  
and Local Finances, which were not revised i n  accordance -- 
with the  revised National t o t a l s  f o r  1932. 

Source: U. S. Bureau of the Census, His to r ica l  Review of Sta t e  and 
Local Government Finances, (Sta te  and Local Government 
Special Studies NO. 25, June 1948); S t a t e  and Local Govern- 
ment Finances & 1942 and 1957, (Sta te  and Local Government - 
Special Studies No. 43, December 1959); His to r ica l  Summary 
of Governmental Finances & the United S ta tes ,  (Vol. I V . ,  - 
NO, 3 of the  1957 Census of Governments); and Governmental 
Finances i n  1961. -- 



Table 4 .  - The Property Tax a s  a Percent of S t a t e  and Local Tax 
Revenue; Frequency Dis t r ibut ion:  1932, 1942 and 1961 

Size  c l a s s  

Tota l  

Less than 20% 

20.0 - 29.9 

30.0 - 39.9 

40.0 - 49.9 

50.0 - 59.9 

60.0 - 69.9 

70.0 - 79.9 

80% and over 

1/ Number of S t a t e s  - 

1/ Includes the  D i s t r i c t  of Columbia. - 
2/ Includes Alaska and Hawaii. - 

Source: Table 3 



Although proper ty  t axes  provide l e s s  than h a l f  of a l l  S t a t e  and 
l o c a l  t a x  revenue i n  t h e  na t ion  a s  a whole, i nd iv idua l  S t a t e s  vary  
considerably i n  t h e i r  r e l i a n c e  on i t .  A s  shown i n  Table 3,  t h e  por- 
t i o n  of S t a t e  and l o c a l  t a x  revenue a t t r i b u t e d  t o  t h e  proper ty  t a x  
i n  1961 ranged from 12.7 percent  i n  Hawaii t o  70.5 percent  i n  
Nebraska. 

Tables  3 and 4 t r a c e  t h e  s h i f t s  t h a t  have occurred s i n c e  1932 
i n  t h e  va r ious  S t a t e  and l o c a l  t a x  s t r u c t u r e s  between t h e  proper ty  
t a x  and nonproperty taxes .  I n  1932, s i x  S t a t e s  and t h e  D i s t r i c t  of 
Columbia obtained 80 percent  o r  more of t h e i r  t a x  revenue from prop- 
e r t y  t axa t ion ;  24 S t a t e s  r e l i e d  on t h a t  source f o r  70 t o  80 percent  
of t h e i r  t o t a l  taxes .  By 1942 no S t a t e  was i n  t h e  80 percent  ca t e -  
gory and only one (New Jersey)  i n  t h e  70 t o  80 percent  group. I n  
1961, t h e r e  was s t i l l  one S t a t e  (Nebraska) r e l y i n g  on t h e  proper ty  
t a x  f o r  a s  much a s  70 percent  of i t s  S t a t e - l o c a l  t a x  take .  A t  t h e  
o the r  end of t h e  spectrum, only one S t a t e  (Delaware) obta ined  l e s s  
than h a l f  of i t s  t a x  y i e l d  from t h e  proper ty  t a x  i n  1932. By 1942, 
17 S t a t e s  were i n  t h a t  category and i n  1961, 33 S t a t e s  ( including 
Hawaii and Alaska) and t h e  D i s t r i c t  of Columbia r e l i e d  on t h e  pro- 
p e r t y  t a x  f o r  l e s s  than h a l f  of t h e i r  S t a t e  and 1 o c a l . t a x  r e c e i p t s .  

Although t h e  proper ty  t a x  has remained v i r t u a l l y  cons tant  i n  
r e l a t i o n  t o  l o c a l  t a x  revenue s i n c e  1902, i t  has l o s t  ground i n  
r e l a t i o n  t o  l o c a l  g e n e r a l  revenue, which inc ludes  S t a t e  grants - in-  
a i d  and shared taxes .  Re fe r r ing  aga in  t o  Table 1 we s e e  l o c a l  
proper ty  t a x  revenue maintaining i t s  p o s i t i o n  r e l a t i v e  t o  l o c a l  
genera l  revenue -- a t  about 73 percent  -- u n t i l  1932, and then  
dropping t o  about 49 percent  by 1952, remaining s u b s t a n t i a l l y  a t  
t h a t  l e v e l  t o  t h e  p resen t  time. Most of t h i s  dec l ine  i n  t h e  pos i -  
t i o n  of l o c a l  proper ty  t axes  r e l a t i v e  t o  l o c a l  genera l  revenue can 
be t r aced  t o  t h e  inc rease  i n  S t a t e  a i d  -- from 7 percent  of l o c a l  
genera l  revenue i n  1902 t o  30 percent  i n  r e c e n t  years .  In  some 
measure t h e  inc rease  i n  S t a t e  a i d  r ep resen t s  a replacement of l o c a l  
proper ty  t axes  by S t a t e  nonproperty taxes .  The ex ten t  t o  which 
proper ty  t a x  l i m i t a t i o n  may have inf luenced  t h i s  t r e n d  w i l l  be 
explored i n  t h e  succeeding chapters .  





Chapter 3 

STATE CONSTITUTIONAL AND STATUTORY LIMITATIONS 
ON LOCAL PROPERTY TAXATION 

Local governments have relied heavily on the property tax from 
the very beginning of our Federal system. Because of its widespread 
use, the property tax has probably received more attention from 
fiscal experts and economists than any other tax and has 
certainly been more maligned. It has been condemned for being 
regressive, inequitable, and impossible to administer. The flood of 
criticism notwithstanding, it has survived and prospered, and in 
recent years concerted efforts have been launched to improve it. 

Nature of Property Tax Limitations 
_ I _  -- 

Except in Hawaii, the property tax is largely locally adrnin- 
istered. The local administration, however, is subject to numerous 
controls and restrictions imposed by State constitutions and legis- 
lative enactments. Many of the statutory controls are administrative. 
They relate to reporting requirements, assessing procedures and 
standards, use of uniform records, and the like. In addition, there 
are controls and restrictions that are regulatory in nature. Thus, 
most States provide for review of local assessments by a State agency 
and for right of appeal to that agency by taxpayers dissatisfied with 
the treatment they receive from local assessors. Because of the 
tremendous variation in assessment levels -- even within States -- 
such agencies are often charged with equalizing assessments for 
various purposes. 

Rate Limitations - 
The restriction most commonly found in State laws concerns the 

amount of revenue that can be raised from the property tax. Although 
this kind of restriction takes a number of forms, as Appendix A shows, 
the most common restriction is the rate limitation. 

There are two basic kinds of limitations on the rate that can be 
applied against the value of a piece of property -- an overall limi- 
tation and a specific limitation. These are defined as follows: 

(1) Overall limitatis. A maximum rate (usually 
expressed as a number of mills per dollar of 



taxable valuation or as a percent) that may be 
levied by all taxing jurisdictions in the 
aggregate on the taxable assessed value of 
property within a given area. 

(2) Specific limitation. A maximum rate (usually 
expressed as a number of mills per dollar of 
taxable valuation or as a percent) that may be 
levied by each of a specified type of local 
government (e.g., counties, municipalities, 
and school districts) or that may be levied 
for each of a number of particular purposes. 

As will be seen form the subsequent analysis, there are about as 
many variants within these two general categories as there are States 
imposing property tax limitations. Thus, a rate limitation, either 
overall or specific, may include or exclude debt service. A so- 
called overall limitation may cover all governments, or it may cover 
all with some exceptions. Most States provide machinery for exceed- 
ing property tax rate limits by local referenda. In a number of 
States specific countywide mill levies are required for school pur- 
poses that are over and above the limitation initially fixed in their 
constitutions or statutes. In some States specific rate limitations 
are so detailed in their application to particular local funds and 
purposes that they are tantamount to an attempt at State budgeting 
for local governments. Before looking in detail at the various types 
of limitations intended to restrict the power of local governments to 
raise property tax revenue, we trace the development of such 
limitations. 

Historical Development of Property Tax Limitations 

Limitations on the power of local governments to raise revenue 
from the taxation of property have existed in one form or another 
throughout the history of the property tax. However, the property 
tax limits as we know them today generally had their origin, together 
with debt limits, in the 1870's and 1880's. The earlier enactments 
limiting property taxes were usually statutory, and they were, by and 
large, of the specific kind rather than overall limitation. 

Early limitations. Among the first States to adopt overall pro- 
perty tax limitations were Rhode Island (1870) and Nevada (1895). 
Both-of these were statutory, but Nevada later wrote its overall 
limitation into its constitution. Alabama and New York were among 
the first to adopt constitutional limitations (1875 and 1884, 
respectively), but in both cases the limitations were applied to 
specified groups of local governments. Oklahoma was the first State 



to place an overall limit in its constitution, adopting such a pro- 
vision in 1907. Ohio followed with a similar constitutional 
provision in 1911. 

There was little concern with tax limitations between the time 
of these earlier enactments and the depression of the 1930's. The 
limits that had been established do not appear to have restricted 
actual operations. Assessed valuations, which aggregated $35 bil- 
lion in 1902, had doubled by 1912, almost doubled again in the 
following decade, and reached a peak of $169 billion in 1930. 11 
Thus, during the first quarter of the century State and local pro- 
perty tax revenue could have quintupled merely on the basis of the 
expansion of taxable assessed valuations. In fact property tax 
collections rose six-fold between 1902 and 1927 -- from $706 million 
to $4,730 million. 21 It seems clear that, for the nation as a 
whole, property tax rates rose during this early period in spite of 
limitations. 

Depression-born limitations. The advent of the depression of 
the 1930's spurred much activity toward tightening existing tax 
limits and adding new ones. Property owners began to feel the pinch 
early in the depression: property values declined rapidly and tax 
delinquency rose sharply during the first three or four years of the 
depression. Tax assessors eventually took cognizance of the drop in 
thk real estate market, and by 1935 assessed valuations had fallen 
from their 1930 peak of $169 billion to $135 billion. 21 Property 
tax revenue, which reached $4.7 billion in 1927 and probably rose 
well above $5 billion by 1929, dropped to $4.5 billion in 1932, to 
$4.1 billion in 1934, and probably fell below $4 billion in 1935 
before starting to turn upward again in 1936. 41 

With losses in property values and property income, a drive was 
begun, largely through the efforts of organized real estate groups, 
to convince State legislatures and the electorate that property was 

U. S. Bureau of the Census, Property Taxation 1941, (State and 
Local Government Special Study No. 22, September p. 37. 

- - "  
and A Decade of Assessed Valuations: 1929-1938, (State and 
Local Government Special Study No. 14, July 1941), p. 2. 

See Table 1. 

U. S. Bureau of the Census, A Decade of Assessed Valuations: 
1929-1938, z. cit., p. 2. 

U. S. Bureau of the Census, Historical Summary, z. cit. 



carrying an inordinate share of the tax burden. To relieve the tax 
pressure on property, it was urged that stringent overall tax limi- 
tations be written into State constitutions. Specifically, the 
National Association of Real Estate Boards proposed that the total 
amount levied by all governments on a parcel of property be limited 
constitutionally to 1 percent of the "true value1' with no provision 

5/ for additional authorization by the electorate. - 
The arguments advanced by the proponents of stringent constitu- 

tional limits had their effect by the middle of the depression. 
Indiana, Michigan, Washington, and West Virginia adopted overall 
limits in 1932, and New Mexico in 1933. Of these, two of the enact- 
ments (Indiana and Washington) were statutory; the other three States 
adopted constitutional provisions. Also in 1933, Ohio and Oklahoma 
reduced their overall rate limits to make more stringent the limita- 
tions they had placed into their constitutions earlier. Activity in 
this sphere waned after these enactments and no new overall limita- 
tions have been added since. Nevada wrote its statutory limitation 
(first adopted in 1895) into the constitution in 1936; Washington did 
the same in 1944. 

In spite of the exhortations to adopt stringent constitutional 
limits with no leeway to increase levies, not even by the voters, 
none of the adoptions in 1932 and 1933 followed that recommendation. 
Nevada alone, with its 5 percent (50 mill) overall limitation, has no 
provision for levies outside the limit. 

Recent changes. Although no new overall property tax limitations 
have been enacted since the 19301s, there has been considerable legis- 
lative and judicial action. Even the States with constitutional 
limitations have found it possible to ease them. 61 In some instances 
court decisions have had this effect. In Michigan, for example, the 
State Supreme Court ruled in 1933 that since all cities and villages 

5/ A. Miller Hillhouse and Ronald Welch, Tax Limits Appraised - 
(Chicago: Public Administration Service No. 55, 1937), p. 3. 

6/ However, no State having once adopted a constitutional tax rate - 
limitation, has ever abolished it. This was true in 1936 when 
Mabel Newcomer made a similar statement in "The Growth of Tax 
Limitation Legislation," in Property Tax Limitation Laws (Public 
Administration Service No. 36, 1936). It remains true to the 
present day, even to the abortive attempt described below to 
remove the 15-mill limit from the Michigan constitution. 



were operating under charters containing tax rate limits, they were 
exempt from the 15-mill overall limitation. In 1954 the Michigan 
Supreme Court ruled that the .15-mill limitation must be based upon 
the State-equalized value rather than on locally assessed values or 
county-equalized values. 9 With State-equalized values 50 percent 
higher than locally assessed valuations in 1961, the mitigating 
effect of that court decision is obvious. Cities which had elected 
to operate under the Michigan 15-mill limitation gained relief by 
court action that removed debt service from the overall limit. The 
Oklahoma Supreme Court ruled that taxes levied for debt service are 
not subject to the overall limit. 

Some of the localities in States with constitutional provisions 
have been able to obtain amendments easing the effect of originally 
stringent provisions. Oklahoma amended its constitution in 1955 
assigning schools no less than 5 mills of the basic limitation and 
also providing specific additional tax levies for school purposes. 
Counties were authorized additional specific levies by a 1960 
amendment. The West Virginia electorate approved an amendment in 
1958 allowing special school rates outside the constitutional limits. 
In New York a 1949 amendment substituted State-determined full valu- 
ation for assessed valuation as the basis for computing the tax 
limit; and in Alabama a constitutional amendment was approved by the 
electorate in May 1962 authorizing an additional 5-mill school levy. 

In the States with statutory rate limits numerous laws have been 
passed in recent years which, in general, have been aimed at miti- 
gating the more stringent limitations enacted earlier. These mainly 
have taken the form of authorizations to perform specific functions, 
each such authorization carrying its own rate limit. In some States, 
as in Illinois, these specific function authorizations carried with 
them the power to establish special single-function districts; e.g., 
sanitation districts. Actually, these functions could have been 
conducted by the regularly established taxing units -- counties, 
municipalities, and townships -- but by taking advantage of the 
statutory authorizations, such functions could be removed from the 
general rate limitations, allowing more leeway for financing the 
remaining functions under the general purpose limitation. In this 

7 1  School District of Pontiac v. City of Pontiac, 262 Mich. 338 - 
(March 13, 1933)T 

8/ School District No. 9,  Pittsfield Township, Washtenaw County v. - 
Washtenaw County Board of Supervisors, 341 Mich. 388 (1954). 



way the specific function limitations contributed to the prolifera- 
tion of special districts, adding thereby to the complexity of local 
government structures. 

To ease the pressure of school district limitations, a number 
of States provided for county wide levies, expressed in terms of a 
specific number of mills. While these are usually considered 
together with the more general type of rate limitations, they are, in 
fact, mandatory property tax levies over and above the general limi- 
tations. In other cases specific function levies have been authorized 
"up to" a specified number of mills. In most instances these maximum 
mill levies have become minimum levies for all local governments to 
which they apply. 

Recent experience &I Michigan. The 15-mill limitation received 
considerable attention at the 1961-1962 Michigan Constitutional 
Convention. There had been particular dissatisfaction with the pro- 
cedure for allocating the 15 mills among the county, townships and 
school districts. One group, testifying before the Committee on 
Finance and Taxation of the Constitutional Convention, pointed out: 

. . . there are cases where local electors have authorized 
the levy of taxes for school purposes beyond whatever allo- 
cated rate would be authorized for this purpose and that at 
the next allocation the tax rate allowed to these same 
school districts would be reduced while the tax rate allowed 
for other units would be increased. This is obviously a 
case where electors vote taxes for one purpose and find, 
because of the workings of an impossible allocation pro- 
cedure, that their voted taxes have been used for other 
purposes. 9/ 

The initial proposal of the Committee on Finance and Taxation 
retained the 15-mill limit in the Constitution, but in effect allo- 
cated the millage among the governmental units participating in it. 
In submitting the proposal to the Convention, the Committee stated: 

This proposal continues the substance of the present 15- 
mill limit on property taxes now set forth in section 21 
of Article X. It is intended to eliminate the present 
competition between counties, townships,and school dis- 
tricts for their share of the 15 mills, and to avoid 

9/  Testimony of the Joint Committee of Michigan Association of - 
School Boards and Michigan Association of School Administrators 
(December 1961). 



diversion of voted millage by tax allocation boards to 
purposes not intended by the voters. It accomplishes 
this purpose by establishing separate tax limits for 
each taxing authority giving each unit which has parti- 
cipated in the 15 mills the highest millage allocated to 
it during the five years ending December 31, 1961. 101 

The Committee proposal was amended in a subsequent session of 
the Convention. Then, unexpectedly, a substitute proposal removing 
the 15-mill limitation from the constitution was submitted to the 
Convention and adopted by a closely divided vote. The substitute 
proposal read as follows: 

The Legislature shall by general law fix limits on the 
rates of ad valorem taxes which may be levied by counties, 
townships, school districts,and other political sub- 
divisions, except where such limits are provided by 
charter or other applicable Home-Rule provisions. 111 

This, of course, was not the final action of the Michigan 
Convention. The substitute section, adopted by a closely divided 
vote (65 to 53), provoked much controversy. Delegates from rural 
areas, particularly, heard from their constituents that they were 
against removing the 15-mill limitation from the constitution. Some 
delegates felt that, although the 15-mill limit may have outlived 
its usefulness, it should be kept as a brake (albeit not a very 
effective one) which eventually would force complete tax reform in 
Michigan. Even the most conservative of the delegates expressed the 
belief that a State income tax would be enacted sooner or later. 121 

On second reading the proposal to remove the 15-mill limitation 
from the constitution was replaced by a new section which restored 
the 15-mill limitation, but with some provisions that can potentially 
ease the financial pressure on local governments. Under this sec- 
tion -- which will be in the new constitution if approved by the 
voters -- the electorate of any county can increase the basic limit 

- - - 

10/ State of Michigan, Journal of the Constitutional - 
No. 69, p. 408 (January 31, 1962). 

11/ State of Michigan, Journal f the Constitutional - 
No. 76, p. 577 (February 9, 1962). 

Convent ion, 

Convent ion, 

12/ Based on discussion with a number of delegates to the Michigan - 
Constitutional Convention on April 12, 1962. 

- 33 - 



to 18 mills and allocate the 18 mills among the county, townships, 
and school districts, thus eliminating the function of the county 
allocation board. In addition, the new section specifies that the 
mill limitation applies to the assessed valuation as "finally 
equalized.'' It makes it clear also that cities, villages, charter 
counties, charter townships, and "other charter authorities" are 
specifically excluded from the overall limitation. Provision for 
voting excess levies is carried over from the previous constitution. 
Furthermore, the proposed constitution excludes all debt service 
from the overall limitation -- not only debt service on bonds issued 
prior to the adoption of the constitution (as was stipulated in the 
constitution of 1908). 121 

Reasons for Property Tax Rate Limitations 

Some of the reasons for imposing rate limitations have been 
touched on in the previous section. It will be useful to look more 
closely at these motivations and to see how they relate to the cur- 
rent situation. 

Early limitations. Movements to set limitations beyond which 
property tax tates could not be increased seem to have had their 
origin in periods of business depression. Some of the early diffi- 
culties experienced by State and local governments arose from an 
over-expansion of government credit to help finance railroad 
development. As a result of these difficulties, there was a move to 
limit State and local indebtedness and concomitantly, to limit prop- 
erty taxation. When the 2 percent tax limit was written into the 
New York State constitution, it was apparently as an afterthought to 
a debt limit amendment. It has been speculated that the tax limit 
was added because of the fear that property taxes might be used in 
lieu of borrowing once the debt ceiling was reached. 

The chief purpose of the early rate limitations was not so much 
to reduce property taxes as to prevent them from increasing and to 
stem the rising tide of public expenditures. The "art" of public 
administration had not been developed by the last half of the 19th 
century. Local government was often operated for the benefit of the 
office holders and the merit system of civil service was still 
unknown. Yet demands for local government services increased with 
the rise in population and its already developing shift from the 
rural areas to the cities. Inefficiency and graft in the big cities 
became common knowledge. The property tax was virtually the sole 

131 State of Michigan, Journal of the Constitutional Convention, - 
No. 133a (April 19, 1962). 



source of governmental revenue, and the obvious way to stop the rise 
in public expenditure was to set a brake on it by means of tax rate 
limitations. 

At the turn of the century the arguments for imposing tax limits 
became more sophisticated. Some proponents believed that rate limita- 
tions would force improvements in the property tax. The Ohio tax limit 
law of 1911 coincided with the establishment of quadrennial appraisal 
of real estate and the creation of a State Tax Commission. 141 A 
number of other States established cormnissions and tax equaEzation 
agencies during the first two decades of the 20th century. 

It was also hoped that property tax limitations would facilitate 
the raising of assessed valuations to full values, which in turn would 
encourage uniform valuations and thereby make the property tax more 
equitable without increasing the tax burden. This view was expressed 
in a 1917 report of a California special tax commission, as follows: 

One of the necessary advances toward equitable taxation is 
a full value assessment for taxable property. The greatest 
hindrance to full value assessment, not only in this state 
but in every other state in the Union, has been the absence 
of a proper control of tax levies. Obviously it would be 
unwise to disturb the present percentage of assessed value 
unless at the same time a complete and positive control in 
the limitation of tax levies is placed upon the statute 
books. It has been the experience of every state, where no 
limitation laws have been in existence, that a sudden change 
from a partially assessed value to a fully assessed value 
has greatly increased tax burdens. 151 

Proponents of property tax limitations have also argued that 
restricting the amount of revenue to be derived from pegged rates 
would force assessors to do a more thorough job in locating property, 
especially personal property, and in the long run would result in 
complete reform of State and local tax systems. This latter argument 
is still made by advocates of stringent limitations. 161 

141 Harley L. Lutz, "Motives Behind the Tax Limitation Movement," - 
Property Tax Limitation Laws, edited by Glen Leet and Robert M. 
Paige, (Public Administration Service No. 3 6 ) ,  p. 17. 

151 Ibid. - 
16/ Several delegates to the recent Michigan Constitutional - 

Convention expressed this viewpoint. 



Limitations resultinq from the depression of 1930's. As the 
Great Depression struck, the property tax base began to decline, as 
evidenced by the trend of assessed valuations shown in Table 5. Yet, 
because of the cumbersomeness of the tax assessment process and the 
practice of local assessors to copy one year's assessments for the 
next, changes in assessed values lagged considerably behind the dras- 
tic shifts in property values. Assessed valuations continued to rise 
after the 1929 crash to a peak of $169.3 billion in 1930. The gross 
national product dzcreased 12.7 percent between 1929 and 1930. 

Assessed valuations dropped steadily between 2930 and 1935 when 
the national aggregate fell to $135.4 billion, about 19 percent below 
the 1929 figure. The gross national product, on the other hand, 
reached its low point in 1933, at about half of the prosperity peak 
of 1929, and then started an upward swing as recovery b~gan. 
Assessed valuations began to edge upward slowly after 1935. 

Table 5. - Assessed Valuation of Taxable Property, and 
Gross National Product: 1929 - 1938 

Year 

Amount in billions 

Assessed 
valuation 

Gross 
national 
product 

Index: 1929 = 100 

Assessed 
valuation 

Gross 
national 
product 

Source: U. S. Bureau of the Census, A_ Decade of Assessed Valuations: 
1929-1938, p. 2 (State and Local Government Special Study 
No. 14, July 1941); and Department of Commerce, g. 2.  Income 
and Output, A_ Supplement to the Survey of Current Business - 
(G.P.O., 1958). 



With the decline in incomes and property values came a rise in 
tax delinquency. Dr. Frederick Bird, studying the trend of tax delin- 
quency during the '30's and early '40's in 150 of the largest cities, 
found that the median percentage of current tax delinquency for those 
cities rose from 10.2 percent in 1930 to 26.4 percent in 1933, with 
some cities rising above 50 percent. E/ The high rate of delinquency, 
of course, reflected the sharp drop in income for individual home- 
owners, business enterprise, and real estate operators. So far as 
property owners were concerned, there was only one course to be taken: 
the property tax must be reduced and quickly. The consequences to 
local government, which relied almost entirely on the proceeds from 
the property tax, did not matter. If the property tax take was 
reduced, local governments would necessarily reduce their expenditures 
by cutting payrolls. 

Thus, with the depression of the 1930's came a strong campaign, 
spurred largely by the real estate groups, to induce State legislatures 
to impose stringent limitations on tax rates. Unlike the earlier lim- 
itation movements which were intended to stop property taxes from 
rising, the proposed limitations were set low to force reductions in 
property tax levies. Furthermore, there was pressure to place the 
limitations in constitutions to insure their perpetuity. 

Despite the strong pressure exerted upon State legislatures to 
impose stringent overall limitations on local property taxes, the 
results were not particularly noteworthy. As has been pointed out, 
only three States adopted constitutional overall limitations, two 
enacted overall limits in their statutes, and two reduced their con- 
stitutional limits, as a direct result of this pressure. No new over- 
all limitations have been established since the early 1930's. 

The avowed purpose of the depression-born campaign was to reduce 
property taxes. The objective was realized, at least temporarily, in 
the States which adopted overall limitations. As will be seen, this 
had some drastic effects on local government services. Until other 
revenue sources could be found and implemented, local governments 
could live within curtailed property tax revenues only by slashing 
budgets . 

It became clear to the State legislatures that they would have to 
provide revenue to replace the reduced local tax collections resulting 
from the depression and tax limitations. It is significant that 

17/ Frederick L. Bird, "The Trend of Municipal Tax Delinquency," -- 
Municipal Finance, (Volume XIX, Number 3), February 1947. 



two-thirds of the 37 States which now have State general sales taxes 
adopted those taxes during the 19301s, and 13 of those adoptions were 
in 1933 alone. Six of the sales tax adoptions in 1933 and one in 
1934 (Ohio) were in States with overall property tax limits that were 
either imposed initially or made more stringent during that period.=/ 

The new general sales taxes that were enacted in the 1930's were 
entirely State-administered (except for the New York City and New 
Orleans sales taxes). To a significant degree they were intended to 
bolster State government finances which were being strained by rising 
unemployment and a falling off of established revenue sources. How- 
ever, in a number of States the new sales taxes were used, at least in 
part, to offset losses in local property tax revenue. Thus, in 
Michigan a specific portion of the sales tax was returned to the 
cities and townships. In Ohio the sales tax went into the "local 
government fund" which was distributed to the localities. The New 
Mexico sales tax was earmarked for education. And so it went. As 
property taxes fell off, State grants and shared taxes, fed mainly 
from the new State general sales taxes, took up the slack. While 
intergovernmental revenue accounted for 14.3 percent of local general 
revenue in 1932, by 1942 it provided more than one-fourth. During the 
same period the share of the property tax fell from 73 percent to 60 
percent. 191  

It is significant that the early efforts to bolster local 
finances came in the form of State aid rather than as authorization 
for locally-imposed and administered nonproperty taxes. Thus, the 
financial difficulties of the depression years resulted in increased 
dependence on State, rather than local taxation. Except for a few 
isolated cases (such as the New York City sales tax adopted in 1934 as 
an emergency relief measure) State authorization of local nonproperty 
taxes has been a post-World War I1 phenomenon. 201 

181 Advisory Commission on Intergovernmental Relations, Tax Over- - 
lapping .& the United States, 1961 (~eptember l96l), p. 15. 
(Wisconsin became the 37th sales tax State when its legislature 
enacted a general sales tax late in 1961, effective February 1, 
1962.) 

See Table 1. 

20/ Advisory Commission on Intergovernmental Relations, 3. cit., -- 
p. 43 ff. 



Detailed Analysis of Property Tax Limitations 

As of midyear 1962, 43 States have constitutional and statutory 
restrictions which limit in varying degrees the power of local govern- 
ments to raise property tax revenue. Seven States, of which six are 
located in the northeastern United States (Connecticut, Maine, 
Maryland, Massachusetts, New Jersey, New Hampshire, and ~ermont), do 
not impose such limitations. In nearly all of the other 43  States 
the limitations are expressed in terms of maximum property tax rates 
permitted the local levels of government. Two States (Colorado and 
Oregon) impose budgetary limitations by specifying the maximum amount 
of property tax revenue local units may levy in terms of a stated 
percentage increase over the previous year (or years). New Mexico 
supplements its constitutional overall rate limitation with a statu- 
tory provision limiting a local taxing unit's rate increases to 5 
percent over the previous year. Two other States (Arizona and Iowa) 
impose budgetary limitations on the total county tax levies for all 
purposes (with certain exceptions for Arizona), but specific rate 
limits are also imposed in both States for county general purposes. 
Arizona also imposes a budgetary limitation on the total tax levy for 
municipal purposes, with certain exceptions; Iowa has specific rate 
limitations applicable to its municipalities, and both States impose 
specific tax rate limits on their school districts. 

Thirty-seven States limit the property taxing powers of counties 
for general government purposes. g/ Another State, Virginia, limits 
county taxing powers for school purposes only, and California imposes 
tax limits on counties for certain specified purposes (but not for 
general purposes). South Carolina and Tennessee do not limit the tax- 
ing power of their counties, but do provide for limitations on other 
local government units. Alaska and Rhode Island do not have the 
county form of government. 

Forty-one States impose property tax limitations on municipal- 
ities, but in one of these (Virginia) the limit applies only to levies 
for school purposes. Delaware does not limit municipalities, and the 
only municipality in Hawaii (Honolulu) functions as a county for tax 
purposes. Thirty-five States limit the property taxing powers of 

21/ For some States, the term "general government purposes" is lim- 
p 

ited in scope due to the numerous provisions for additional 
specific purpose limitations. For other States, the term has 
wide scope, including nearly everything except a few specific 
exclusions such as debt servicing and capital expenditures. As 
a general rule, "general purposes" can be interpreted to mean 
current operating expenses. 



school districts. Four other States (Hawaii, North Carolina, Rhode 
Island, and Virginia) do not have independent school districts. In 
Hawaii and North Carolina the State provides virtually all the funds 
for financing public schools, but any supplemental school funds 
raised from local property taxes are within city or county limita- 
tions. School property taxes are included in the overall limitations 
on cities and towns which operate schools in Rhode Island. In 
Virginia where public schools are operated by cities and counties, 
those governments .have no limitations other than for school purposes. 
Arizona, Arkansas, Delaware, and Tennessee impose no limitations on 
local school property taxes. 

Most States also authorize the creation of special (functional) 
districts, often with their own separate taxing power. Property tax 
limitatio'ns are commonly imposed on these special districts by the 
States, but no attempt has been made here to catalogue them. Several 
States also restrict the power of townships to levy property taxes, 
but here again difficulty is encountered in pinpointing the actual 
number of States (and the rate limitations). The constitutional and 
statutory limitations on local powers to raise property tax revenue 
are tabulated in Appendix A. 

In the balance of this chapter the current status of State pro- 
perty tax limitations on local governments is analyzed in more detail. 
A comparison is made between States imposing primarily constitutional 
property tax restrictions and those having statutory ones and between 
those States having overall tax limitations versus those with the 
specific kind. Variations in rate limitations between States and 
between classes of local taxing units are also shown. The reader is 
cautioned, however, that, particularly for counties, the States com- 
monly impose local tax limitations on general purpose levies and 
permit additional tax levies for specified purposes (without voter 
approval) outside of these limitations. 

Constitutional limits. Twenty-one States have clauses in their 
constitutions restricting the property tax levying powers of local 
governments. In only sixteen of these States, however, are the 
limitations comprehensive in scope. The constitutional limitations 
of the other five States apply only to one class of local government 
(counties in Illinois, North Carolina, and Nebraska; school districts 
in Florida and Georgia). Seven of the constitutionally limited 
States provide for overall rate limitations, applicable to all prop- 
erty taxing jurisdictions, including the State. These are Michigan, 



Nevada, Ohio, Oklahoma, New Mexico, Washington, and West Virginia.g/ 
The other nine States with comprehensive constitutional restrictions 
use the specific kind of property tax limitation. These are Alabama, 
Arkansas, Kentucky, Louisiana, Missouri, New York, Oregon, Texas, and 
Wyoming. For all of the 16 States, except Oregon, the l?mitations 
are expressed in terms of a maximum property tax rate (commonly mills 
per dollar of property valuation) permitted particular classes of 
local governments. 

Constitutional overall rate limitations. The maximum rates in 
the seven overall constitutionally limited States range from 10 
mills per dollar of assessed valuation (Ohio) to 50 mills (Nevada). 
The statutes of all these States, except Oklahoma, also contain prop- 
erty tax limitation provisions. In three States (New Mexico, 
Washington, and West Virginia) the statutes spell out in specific 
terms the maximum property tax rates permitted each taxing juris- 
diction. The New Mexico statutes further stipulate that increases 
in a local taxing unit's tax rates shall be limited to 5 percent in 
excess of the previous year's rate unless approved by the State Tax 
Commission. The Nevada statutes also specify the maximum rates per- 
mitted all taxing units except counties. The Michigan statutes 
supplement the State's constitution by providing specific maximum 
millage rates permitted charter and non-charter cities and villages. 
(The constitutional overall limitation in Michigan excludes cities 
and villages by judicial interpretation.) In addition, the Michigan 
statutes list some specific limits applicable to particular purposes, 
for example, 5 mills for county roads (but within the overall 15-mill 
limit). The Ohio statutes repeat the State's constitutional tax limi- 
tations. In addition, they specify the purposes for which localities 
may levy taxes and for which voters may approve additional levies in 
excess of the overall limitations. 

The method of allocating the overall constitutional rate limits 
among the local taxing jurisdictions varies. In Ohio the constitution 
directs that the local taxing units (primarily counties, municipal- 
ities, and school districts) be given the same relative proportion of 
the 10.-mill limit that they previously received from the county budget 
commissions under the pre-1934 15-mill limit. In that State the allo- 
cation of the tax limits, which existed as of January 1, 1934 (the 
effective date of the new 10-mill limit) and varied from county to 
county under the old 15-mill limit requiring allocation by the coun- 
ties, was frozen into law at two-thirds of the former rates. New 

22/ Two additional States impose overall rate limitations (Indiana - 
and Rhode Island) but these are statutory limitations. 
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Mexico and Washington also froze, by statute, the allocation of the 
overall limits. In contrast, the statutes of these two States specify 
a given rate limitation for each class of local taxing unit, a basic 
limitation that does not vary among local taxing units of the same 
class. 

West Virginia also froze by statute (in 1933) the allocation of 
the overall property tax rate limit (adopted by constitutional amend- 
ment in 1932) among the various contending taxing jurisdictions. As 
in Ohio, for different reasons, the rate limit varies for local taxing 
units of the same type. The constitution of West Virginia classifies 
property into four broad classes for purposes of taxation. A different 
overall rate limit is applied to each class. Class I property (intan- 
gible personalty and agricultural personalty, including agricultural 
products while owned by the producer) has a rate limit of 5 mills. 
Class I1 property (owner-occupied property used exclusively for 
residential purposes, farms occupied and cultivated by owners or bona 
fide tenants) carries a 10-mill rate limit. Class I11 property (all 
other property situated outside of municipalities) has an overall 15- 
mill limit, and Class IV property (all other property situated inside 
municipalities) has the top limitation of 20 mills. Of the 5 mills 
allowed on Class I property, municipalities are allocated by statute 
1.25 mills; counties receive 1.215 mills; school districts get 2.295 
mills; special districts are allotted 0.215 mills; and the State 
obtains the balance of 0.025 mills. The allotments in the other 
classes of property are in the same proportion. Depending upon the 
composition of property in the local taxing units, the maximum pro- 
perty tax can vary from 1.215 to 4.86 mills for counties, 1.25 to 5.0 
mills for municipalities, 2.295 to 9.18 mills for school districts, 
and 0.215 to 0.86 mills for special districts. 

Michigan and Oklahoma leave the determination of each local unit's 
share of the overall rate to county allocation boards. The allocation 
of Michigan's 15-mill limit deserves a closer look. As initially 
passed, the 1932 constitutional amendment establishing the overall 
limit was intended to apply to all local units of government. However, 
a Supreme Court decision of that State ruled in 1933 that municipal- 
ities were not automatically under the overall limit, but could choose 
to do so by amending their charters. Only eleven cities availed them- 
selves of the opportunity. Subsequently, a 1949 amendment to the 
General Property Tax Act prohibited a municipality from including a tax 
limitation in its charter if it would result in reducing the combined 
taxing power of the other taxing units to less than 15 mills. At the 
present time the 15-mill limitation is allocated among counties, school 
districts, and townships. The county allocation board is authorized 
by the statutes to allocate a minimum of 3 mills to the counties, 4 
mills for school districts, 1 mill for townships, and (where applicable) 



2 mills for port districts. The board allocates the residue on the 
basis of need. 231 

The Nevada State Tax Commission apportions the overall rate 
among the various political subdivisions only when the combined 
(proposed budget) levies would exceed the 50-mill limit, but the 
mandatory State and school district rates cannot be reduced. (The 
specific rate limits in the Nevada statutes total more than 50 
mills.) 

Comprehensive specific constitutional limitations. As has been 
mentioned, nine States have rather comprehensive constitutional limi- 
tations covering all or most classes of local governments. Only one 
of these (Oregon) does not use the specific rate limitations. For 
the other eight States the maximum rates applicable to counties vary 
form 3.5 to 5 mills in Missouri (depending upon assessed valuations) 
for county general purposes to 15 mills in New York (but the legis- 
lature may provide a method for increasing the county limit to 20 
mills). Excluding charter cities with home rule provisions, rate 
limitations for municipalities in these eight States vary from 5 mills 
in Alabama to 15-25 mills (depending upon population size) for Texas 
municipalities. School district limitations vary from 5 mills in 
Louisiana to 12.5 - 20 mills in New York (those districts having 
higher rates prior to 1947 than the basic 15-mill limit in New York 
are permitted to retain  the^, up to a 20-mill maximum). Arkansas has 
no rate limitations on schobl districts but requires voter approval 
of all school levies. Oregon restricts the total amount of tax that 
any local government may levy to 106 percent of the amount levied in 
the highest of the preceding three years. 

Of the nine States with comprehensive property tax limitations of 
the specific kind in their constitutions, seven (all but Louisiana and 
New York) also have local property tax limitations in their statutes. 
For six of these States (Alabama, Arkansas, Missouri, Oregon, Texas, 
and Wyoming) the statutes repeat the constitutional limitations for at 
least one or more classes of local government. In addition, three of 
these six States (Missouri, Texas, and Wyoming) and Kentucky impose 
statutory limitations for certain classes of local taxing units over 
and above those found in their constitutions. For example, limita- 
tions applicable to Kentucky school districts are found only in its 
statutes and statutory authorizations are provided for some additional 
levies for specified purposes which are outside the State's constitu- 
tional tax limitations for the local taxing units. 

23/ See page 32 ff., above, for discussion of the rate limitation - 
provisions included in the proposed Michigan constitution. 



All nine of the States imposing constitutional property tax 
restrictions of the specific kind limit the taxing power of counties 
and municipalities (by constitution and statutes), but only seven of 
these States limit school districts generally. New York limits only 
school districts that are coterminous with or partly within cities 
having less than 125,000 population. As has been mentioned, school 
districts in Arkansas are free to determine their own tax levies with- 
out limit, but subject to voter approval. 

Other specific constitutional limitations. Local property tax 
rate limitations for the five States with constitutional, specific 
restrictions applicable to only one<class of local taxing unit are: 2 
mills for North Carolina county general purposes (numerous special 
purposes authorized by the legislature are excluded from the limita- 
tion); 5 mills for Nebraska counties; 7.5 mills for Illinois counties; 
10 mills for Florida school districts; and 20 mills for Georgia school 
districts. Each of these five States has enacted statutory property 
tax limitations to fill the void for those classes of local taxing 
units without constitutional tax rate restrictions. The statutory 
property tax limits are 5 mills for counties in Georgia and 8 mills 
for those in Florida. As a supplement to its constitutional tax 
restrictions on county levies (which are stated in terms of "actual" 
value of property) Nebraska has imposed a statutory 6-9 mill rate limit 
(depending upon population) stated in terms of "assessed" value which 
is defined as 35 percent of "actual" value. The statutory rate limits 
for school district property taxes are 6.5 to 12.5 mills in Illinois 
(depending upon grade level, except 15 mills for Chicago schools) and 
12 mills in Nebraska. North caro'lina school systems do not have sepa- 
rate taxing status, and the counties in that State levying local taxes 
for school maintenance and debt service are not kestricted in the 
amount or rate of such levies, except for certain supplemental school 
levies. The maximum permissible rates of municipal property taxes in 
the five States, as provided by their statutes, are 5 mills for current 
expenses in Georgia cities (excluding numerous specified cities and 
towns permitted higher rates and charter cities); 10 mills for Florida 
municipalities (excluding charter cities); 15 mills for North Carolina 
cities and towns; and 20-25 mills for Nebraska municipalities (depend- 
ing upon city class, except for lower rates for Lincoln and Omaha). 
For Illinois municipalities numerous limits are provided by statute, 
applicable to different classes of cities and to villages and to par- 
ticular purposes or funds. For example, the Illinois limitation for 
corporate (general purpose) levies is 3 113 mills for cities and 
villages other than Chicago and 10 mills for charter cities. Illinois 
also supplements its constitutional restriction on county tax rates by 
providing more detailed statutory limits for specified purposes. 

Statutory limits. Twenty-two States impose only statutory 
restrictions on the property tax-levying powers of local governments. 



Thirteen of these States lie west of the Mississippi River (Alaska, 
Arizona, California, Colorado, Hawaii, Idaho, Iowa, Kansas, Minnesota, 
Montana, North Dakota, South Dakota, and Utah), four are in the South 
(Mississippi, South Carolina, Tennessee, and Virginia), three are in 
the East (Delaware, Pennsylvania, and Rhode Island), and two are in 
the Midwest (Indiana and Wisconsin). 

Statutory local property tax limitations are of the overall kind 
in only two of the 22 States, Indiana and Rhode Island. The overall 
tax rate applicable to property in Indiana is 12.5 to 20 mills, 
depending on whether the property is located outside or within incor- 
porated cities and towns. Within the overall (20-mill) rate the 
Indiana statutes also contain a specific tax rate limitation of 12.5 
mills on cities and towns (except first class cities). This specific 
limitation was enacted prior to the overall limitation but other 
specific limitations for various taxing units (including cities and 
towns) have been enacted which are outside the overall limits. County 
boards of tax adjustment in Indiana have the function of allocating 
the overall tax rate limit (the State's share is only 0.1 mill) among 
the local governments. Rhode Island imposes a 35-mill overall limit 
on the total tax rate applicable to any particular property. Only 
cities and towns in that State are affected, however. There is no 
county form of local government in the State, nor are there school 
systems with separate taxing powers (school systems are under city and 
town government so that the overall 35-mill limit includes local 
schools. Rhode Island has no additional statutory provisions supple- 
menting the overall rate limitation. 

Of the 20 States with statutory limitations of the specific kind, 
three (California, South Carolina, and Tennessee) have no limitations 
on county tax levies for general purposes; Virginia imposes a limit on 
counties for school purposes only, and Alaska has no county government. 
The county property tax rate limitations for the remaining 15 States 
vary from 2-3.5 mills for general purposes in Iowa counties (depending 
upon assessed valuation) to 20 mills in Arizona and Pennsylvania 
counties. Two-thirds of these States impose separate rate restrictions 
on county tax levies for general government purposes and for specified 
purposes. In addition to the specific rate limit applicable to coun- 
ties, three of these 15 States (Arizona, Colorado, and Iowa) also 
impose budgetary restrictions on the total amount of county tax levies 
for all purposes. 

Seventeen of the 20 States with statutory limitations of the 
specific kind impose general restrictions on the property taxing powers 
of municipal governments. Virginia limits only the municipal tax rate 
for school purposes. Delaware does not restrict the power of its 
cities to levy property taxes. Hawaii has only one municipality, which 



functions as a county for tax purposes. Of the 17 States two 
(Arizona and Colorado) apply the budgetary form of restriction to 
municipalities; fifteen apply property tax rate limitations to 
municipalities. These rate limitations on municipal'ities, excluding 
cities with separate charter limitations, vary from 7 mills in Iowa 
for general city government purposes (but 30 mills for all purposes) 
to 40-50 mills (depending upon city size) in South Carolina. 

Fifteen of the.20 States imposing statutory property tax 
restrictions of the specific kind on their political subdivisions 
currently limit the taxing power of independent school districts. 
In one of these, Alaska, the school districts are scheduled to be 
incorporated into cities (or boroughs) or dissolved. Three of the 
other five ,States (Arizona, Delaware, and Tennessee 261) do not 
limit the property taxing powers of school districts. There are no 
separate (tax levying) school districts in Hawaii and Virginia. Tax 
limitations on school districts for five of the 15 States are not in 
terms of rate limits. Colorado imposes a budgetary limitation 
(except for a 10-mill rate limit for union and county high schools) 
and the tax limitations in Iowa and Minnesota are on a per capita 
basis. The rate limitations for Mississippi and Utah school dis- 
tricts are expressed as permissible additional tax levies above the 
minimum school support program. In the remaining ten States property 
tax rate limitations on school districts range from 15 mills in South 
Carolina to 75 mills for certain school districts in Pennsylvania. 

"Pegged" rates and the earmarking effect of property tax 
limitations. It has not been possible in Appendix A to list in 
detail the hundreds of specific rate limitations that have been 
imposed in certain States on particular functions. Specific function 
limitations take several forms. One kind of specific function limit 
is the "pegged" rate--often a mandatory levy for a particular purpose. 
Thus, in order to provide additional local property taxes for educa- 
tion, a number of States have imposed mandatory county wide property 
tax levies--outside the general limitation--the proceeds of which are 
required to be distributed to school districts. This mandatory levy 
has also been imposed for highway and other purposes. 

Probably the most onerous specific function limit is the one 
which forces segmentation of the local property tax into numerous 
funds each dedicated to a particular governmental purpose. This 
trend of specialized limitation has developed over the years, 

241 There are only 14 small school districts in Tennessee where - 
education is provided primarily by city and county school 
systems. 



sometimes in order to ease the burden of a general limitation, and 
often to further restrict local governments as to the uses to which 
they can put property tax revenues. In Minnesota this kind of 
legislative action has resulted in so many restrictions and limita- 
tions on local property taxing powers that it takes a 5 0  page book- 
let merely to list them all. Such a system is difficult to enforce, 
and if enforced impairs local government efficiency. 

Some of the other States in addition to Minnesota that use this 
method of segmenting the local property tax are Idaho, Illinois, 
Iowa, Kansas, Montana, Nebraska, .'and North Dakota. Although none of 
these States has gone quite as far as Minnesota in this respect, 
they all provide for numerous specific function levies which cer- 
tainly hamstring local governments in any effort to budget their 
fiscal resources. Appendix A indicates roughly the extent to which 
specific function levies are permitted outside the general rate 
limitation, but no attempt has been made to list the individual 
additional rates that are allowed. 

Property classification as 2 tax-limiting device. Most States 
require that all property be treated uniformly for general property 
taxation. A few States, however, have selected certain classes of 
property for special treatment. In a number of States homesteads 
are exempt from property taxes up to a specified dollar amount of 
assessed valuation. Taxable property of veterans is similarly 
treated in certain States. 

Three States classify all real and personal property according 
to some presumption as to the abilities of different classes of prop- 
erty to pay taxes. The West Virginia system of classifying property 
and applying different rate limitations to various kinds of property 
has been described in a previous section. Minnesota and Montana 
achieve a similar objective by providing for the assessment of dif- 
ferent classes of property at varying percentages of "full" or 
"market" value, rather than by applying different rate limits to the 
various classes as is done in West Virginia. 

The Minnesota property classification statute provides for 13 
classes of real and personal property, assessed at from 5 to 5 0  

- percent of "full and true" value. Rural electric distribution lines, 
disabled veterans, certain agricultural products, homesteads, and 
household personal property are assessed ror tax purposes at the 
lowest percentages of full value. Rural real estate is favored over 
urban realty; the highest percentage is applied to mined and unmined 
ore. 

Montana groups property into eight classes. As in Minnesota, 
varying percentages are applied to full value to arrive at a taxable 



value -- ranging from 7 to 100 percent. The lowest percentage applies 
to money and credits, cooperative rural electric associations, unpro- 
cessed agricultural products, and new industrial property (for the 
first three years). The.100 percent rate applies to the net proceeds 
of mines, mineral rights, and royalties. The value of other kinds of 
property is cut to 30 percent, 33 113 percent, and 40 percent for tax 
purposes depending upon the classes into which they are placed. 

The property classifications in both Minnesota and Montana are 
superimposed on extremely detailed rate limitation systems, thus com- 
plicating property tax administration further. 

Varying rate limits & magnitude of taxable resources. 
Recognizing that not all governments have the same taxable resources, 
as measured by total assessed valuation, a number of States (includ- 
ing Colorado, Iowa, Kansas, Mississippi, Missouri, South Dakota, Utah, 
and Wyoming) specify tax limitations for their counties which vary 
inversely with the total amount of assessed value. To some extent the 
use of differential rate limits based on the total assessed valuation 
available to a taxing jurisdiction may discourage arbitrary and 
independent raising of assessment ratios to evade general property tax 
limitations. 

tha 
for 

Wyoming represents the most extreme example of this practice. In 
t State counties are permitted, by statute, to levy up to 8 mills 
current expenses if assessed valuation totals less than $4 million 

and up to 7.5 mills for counties with more than $4 million assessed 
valuation but less than $6 million. The permissible maximum tax rate 
for Wyoming counties (for current expenses) decreases 0.1 mill for 
each $1 million increase in assessed valuation between $6 to $20 
million and decreases .O1 mill per $1 million increase in assessed 
valuation above $20 million. 251 

25/ As the law now stands, there is no lower limit to the'permissible 
tax rate so that, theoretically, if a county's assessed valuation 
goes high enough it could end up with no allowable tax levy for 
current expenses. Actually, in 1956 the county with the highest 
assessed value had a little over $80 million which would have 
given it a tax limit for current expenses of 5% mills. 



Chapter 4 

EFFECTS OF PROPERTY TAX LIMITATIONS 
ON LOCAL GOVERNMENT 

The effects of property tax limitations on local government 
varied over time, depending upon the particular economic and politi- 
cal climate when they were imposed. Furthermore their immediate 
impact differed from their long-run effects. This chapter examines 
the effects of limitations on the property tax as a source of local 
government revenue, on the administration of the tax, and on local 
government operations generally. The discussion necessarily deals 
with State aggregates and averages; the impact of property tax limi- 
tations upon individual local governments will vary from those 
applying to all local governments in a particular State. 

Early Limitations 

The property tax limitations imposed prior to the 1930's had 
little effect on the ability of local governments to finance public 
services. The limitations were, for the most part, the specific kind 
applicable to particular classes of local government. Many local 
governments were often excepted from the limitations. In New York, 
for example, the 2 percent constitutional limitation of 1884 applied 
only to cities with populations over 100,000 -- of which there were 
only three at the time -- and to the counties in which they were 
located. The maximum rates were usually set well above the average 
rates in effect prior to the limitation. With property values 
rising, assessors were able to increase the tax base every year, so 
that increased dollar levies had little effect on tax rates. 

As time went on, however, governmental costs began to outpace 
the increases in taxable values, and tax rates began to rise to their 
legal maxima. Nevertheless, demands for public services, particularly 
municipal services, did not diminish. Faced with limitations on vir- 
tually their sole source of revenue, local officials cast about for 
means of evading them. Since debt service was generally outside the 
tax limit, deficiency borrowing became common. When the property tax 
rate reached its legal limit and additional revenue was needed, the 
difference was made up by short-term borrowing, which was serviced 



from property taxes excluded from calculations of the legal tax 
limit. L/ 

Another device to evade the tax limit was the application of 
utility revenue, such as water charges, to general fund financing. 
By setting charges for revenue-producing facilities high enough to 
produce operating surpluses and to service their debt, the profit 
from the~e operations could be used to reduce the property tax 
levy. 21 

0thk forms of nontax revenue were used to supplement the pro- 
perty tax. The use of special assessments was widespread during the 
first three decades of the 20th century as a device for financing 
public improvements. 2/ While a special assessment is not a tax nor 
subject to property tax limitation, it is a compulsory levy (usually 
on a front-foot basis) against property benefited by specific public 
improvements such as street paving, sidewalks, and sewer connections. 
The proceeds are used either to finance the improvement directly or 
to service debt incurred for that purpose. 

Special assessment revenue of local governments almost tripled 
between 1912 and 1932 -- from $107 million to $295 million. &/ The 
incidence of delinquency in payment of special assessments was at 
least as great as it was for property taxes during the depression 
years. Since much of the special assessment financing was through 
the issubnce of nonguaranteed bonds, many of the bond issues went 
into default and special assessment financing fell into disrepute. 
By 1941 special assessment revenue of local governments had dropped 
to $102 million. z/ In the post-World War I1 period municipalities 
and special districts particularly began to use special assessments 

11 Frank L. Spangler, Operation of the Debt and Tax Rate Limits & - 
the State of New York, Special Report of the State Tax Commission - - -  
(Albany: 1932). 

2/ Ibid. - - 
3/ Clement H. Donovan, "Special Assessments--Their Place in Municipal - 

Finance," in Municipal Finance, May 1957 (Vol. XXIX, No. 4) 

4/ U. S. Bureau of the Census, Property Taxation 1941 (State and - 
Local Government Special Study No. 22, 1942), p. 22. 



again. Local revenue from this source has risen steadily from $111 
million in 1950 to $196 million in 1953, $284 million in 1957, and 
$392 million in 1961. 51 

The early use of specific property tax limitations was undoubt- 
edly one of the causes for the proliferation of special districts 
that started toward the close of the last century and continues at 
the present time. Since specific limitations were applicable to the 
established forms of government, the creation of special-purpose dis- 
tricts offers a means of financing services outside the limit. I /  

Immediate Effects of Depression-Born Limitations 

With the imposition of stringent overall limitations local 
governments began to feel the pinch of reduced revenue. The immediate 
effect in some States was chaos. In West Virginia, for example, where 
the overall limitation included debt service and where there was no 
provision for voting excess levies, there was a widespread breakdown 
of local government. The aggregate of State and local property tax 
levies in that State dropped from $43.8 million in 1932 to $26.0 
million in 1933, almost entirely the result of a decline in the aver- 
age tax rate from 2.6 percent of assessed valuation to 1.7 percent. 8/ 
Many schools were closed, one city emptied its jail, employees were 
discharged, and essential municipal services were either curtailed or 
discontinued. It was not until the State, having levied a broad- 
based sales tax, came to the rescue by providing financial aid to 
school districts and taking over support of local roads, that some 
semblance of order was restored. ?/ 

The first stringent overall property tax limitation came in Ohio 
in the form of the so-called "Smith One Percent Law" in 1911. 
Although it was called a "one percent" law, it actually provided for a 
15-mill (1% percent) limit -- 10 mills plus an additional 5 mills 
subject to voter approval. The 1911 Ohio law was a serious attempt to 

61 U. S. Bureau of the Census, Summary 
-C 

(annual). 

7 /  See page 31 for a discussion of the - 

of Governmental Finances - 

effect of limitations on the 
proliferation of special districts in Illinois. 

8 /  Hillhouse and Welch, Tax Limits Appraised (Public Administration - 
Service No. 55, 1937), p . ,  18. 

9/ Ibid, p. 28. - - 



improve the property tax. It was passed in conjunction with a State- 
wide reappraisal program to prevent property tax levies from skyrocket- 
ing as assessed valuations were increased drastically. According to 
one observer the reappraisal program was, in general, unsuccessful 
toward attaining full market assessments, and the "Smith Law" limita- 
tion had little or no effect toward implementing reappraisals. Since 
assessed valuations were not appreciably raised and the stringent 
limitation remained, local government services --  particularly 
municipal services - ?  suffered. 101 Deficit financing became the 
order of the day. It has been estimated that around $100 million was 
saddled on subsequent taxpayers during the decade 1911 - 1921 as a 
result of deficit financing that was directly attributable to the 
"Smith Law." 2 1  By 1919, amendments to the Smith Law were demanded 
and obtained. School districts were authorized to submit excess 
levies to the voters in 1919, and municipalities obtained this right 
in 1920 and 1921. The authority to vote extra millage was particu- 
larly helpful to school districts because "Ohio electorates gradually 
acquired the habit of voting extra tax levies." 2 1  Municipalities 
were not so successful in obtaining extra millage: 

Extra levies were regularly voted down in Cincinnati until 
the advent of the manager regime, with the result that 
pavements went to ruin and city services became disgrace- 
fully inadequate. In 1922, Youngstown voted down an addi- 
tional city levy, though remaining revenues were only 
sufficient to maintain police and fire departments, assum- 
ing the discontinuance of other services. g/ 

The literature of the 1930's abounds with examples, similar to 
those in Ohio and West Virginia, of drastic curtailment of essential 
local government services resulting from stringent property tax 

101 R. C. Atkinson, "Stringent Tax Limitation and Its Effects in - 
Ohio," Property Tax Limitation Laws, edited by G.len Leet and 
Robert M. Paige, (Public Administration Service No. 36, 1936). 

111 Ibid., p. 71. - 
121 Ibid., p. 72. - 
131 Ibid., p. 72. - 



limitation. 141 The limitations had other effects aside from those 
stemming from the curtailment of revenue. Many of these side effects 
were related to procedural and fiscal policy matters -- property tax 
administration, budgeting, debt administration, and general tax 
policy. One authority summarized the post-15 mill constitutional 
limit situation in Michigan as follows: 

. . . it has tangled property-tax procedure and made equal-. 
ization impossible; it has reduced budget-making to a hollow 
form; it has stopped all short-term credit and long-term 
capital borrowing; it has forced the state to abandon the 
levy on property and to adopt a retail sales tax; has stimu- 
lated a movement for an income tax although greatly compli- 
cating the drafting of a constitutional amendment to permit 
such a tax; and it has forced the schools into the position 
of demanding a greater state equalization fund or closing 
their doors. 151 

Long-Run Effects of Property Tax Limitations 

The imediate effect of stringent property tax limitation was 
dramatic, as anticipated by its proponents. Property tax revenue fell 
off drastically, and until the States provided financial assistance by 
levying State sales taxes, local government services had to be cut 
indiscriminately. Nevertheless, demands for public services did not 
diminish, In fact, the depression years increased demands on local 
governments to cope with unemployment and widespread poverty. 

Trends in per capita property tax collections. It is revealing 
to group the States roughly according to the stringency of their 

141 A few examples of such writings are: Frank L. Spangler, - 
Operation of the Debt and Tax Rate Limits the State of New 
York, - Special Report of the State Tax Commission (Albany: 1932); 
Simeon E. Leland, "probable Effects of Tax Limitation in 
Illinois," in The Tax Magazine, January, 1935; Glen Leet and 
Robert M. Paige, ed., Property Tax Limitation Laws (Public 
Administration Service No. 36, 1936); A. Miller Hillhouse and 
Ronald B. Welch, Tax Limits Appraised (Public Administration 
Service No. 55, 1937); New York State Constitutional Convention 
Committee, Problems Relating Taxation and Finance, by Paul 
Studenski (Albany: 1938). 

15/ Harold D. Smith, "Tax Limitation in Michigan," Property Tax - 
Limitation Laws, %. cit., p. 68. 



moperty tax limit laws and to analyze the trends in per capita 
?roperty tax revenue since the early 1930's. For this purpose, the 
$8 States for which historical data are available (i.e., excluding 
Alaska and Hawaii) have been arranged into four groups, as follows: 

The 7 States with no property tax limitation; 

The 20 States with specific limitations that affect 
only certain types of local government, which allow 
considerable flexibility in the application of the 
limitations, or which provide relatively high 
maximum rates; 

The 12 States with specific limitations applicable 
to all or to mo~st of their local governments, 
allowing for little flexibility, or providing 
relatively low maximum rates; and 

The 9 States with overall limitations. 161 

161 - See Appendix B for the States included in each group. Any 
grouping of this kind is necessarily subjective. With the wide 
interstate variation in property tax limitation laws, it was not 
feasible to assign exact statistical weights to the different 
factors bearing upon the stringency of a particular set of con- 
stitutional or statutory provisions. A State was listed in a 
particular group on the basis of the preponderance of the avail- 
able evidence as to such variables as the rate ceiling relative 
to the assessment level, the particular classes of local govern- 
ment included, the treatment of debt service, provisions for 
exceeding limits, and the like. State-to-State variation in the 
allocation of responsibility for the provision of governmental 
services between the State and its localities had to be 
disregarded. 

In most cases, the evidence was sufficiently clear-cut to 
permit the distinction made between Group I1 and Group 111. 
Included in Group 11, however, are several States, notably 
Tennessee and Virginia, where the limitations are so "generous" 
as to make them virtually inoperative. In some borderline cases, 
arbitrary decisions between Groups I1 and 111 were unavoidable. 
All 9 States with overall limitations are listed in Group IV. 
With the possible exception of Indiana and Rhode Island, the over- 
all limit States have the most stringent property tax limitation 
laws -- probably more stringent than those in the 12 States 
included in Group 111. 



Table 6,  which i s  based upon Appendix B, summarizes t h e  t r end  i n  
pe r  c a p i t a  proper ty  t a x  c o l l e c t i o n s  s i n c e  1932 f o r  each of t hese  
group s . 

Between 1932 and 1941, over th ree - fou r ths  of t h e  S t a t e s  r e g i s -  
t e r e d  dec l ines  i n  t h e i r  pe r  c a p i t a  c o l l e c t i o n s  of S t a t e  and l o c a l  
genera l  proper ty  taxes .  For t h e  Nation a s  a  whole t h e  decrease was 
11.4 percent .  Yet, f i v e  of t h e  seven no- l imi t  S t a t e s  (Group I )  
evidenced inc reases ,  d e s p i t e  a  f a l l i n g  o f f  of assessed  v a l u a t i o n s ,  and 
i n  t h e  o the r  two per  c a p i t a  proper ty  t axes  f e l l  o f f  s l i g h t l y .  For 
t h a t  group a s  a  whole, genera l  proper ty  t a x  c o l l e c t i o n s  r o s e  5 .4  per -  
cent  on a  pe r  c a p i t a  bas i s .  I n  t h e  second group only f i v e  of t h e  20 
S t a t e s  showed increased  proper ty  t a x  revenue r e l a t i v e  t o  popula t ion  
between 1932 and 1941, and f o r  t h e  e n t i r e  group t h e r e  was a  substan-  
t i a l  dec l ine  -- 8.9 percent .  The t h i r d  group, taken toge the r ,  showed 

Table 6. - Trends i n  S t a t e  and Local Per Capita  Proper ty  
Tax Col lec t ions ,  by Str ingency of 
Limi ta t ion  Groups: 1932 t o  1961 
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U.S. 
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1/ See t e x t  f o r  explanat ion of grouping. - 
2 1  Excludes Alaska and Rawaii, f o r  which h i s t o r i c a l  d a t a  are no t  - 

a v a i l a b l e .  Also.excludes D i s t r i c t  of Columbia. 

Source: Appendix B. 



a still greater decline -- down 14.4 percent, although even here 
one State registered an increase. Except for Rhode Island, all the 
overall-limit States showed sharp declines, so that, on the whole, 
that group evidenced the most drastic falling off in per capita tax 
collections -- a drop of 28.8 percent between 1932 and 1941. 

After the initial impact of the early depression years, property 
tax collections of State and local governments remained fairly sta- 
ble -- at 4 to 4% billion dollars annually -- until the close of 
World War 11. Following the War, State and local government services, 
which had been held in abeyance because of shortages of materials and 
personnel, were resumed and expanded to meet the pent-up demands. To 
finance rapidly increasing governmental expenditures, more tax revenue 
was needed and was forthcoming, generated in part by an inflationary 
economy and in part by enactment of new taxes and higher rates. 

Local governments experienced the same pressures for increasing 
their scale of operations as did the States. As the school-age popu- 
lation rose at a rapid rate, new schools had to be built, equipped, 
and manned. Property taxes, the major revenue source available to 
local governments, were surprisingly responsive to the situation and 
since 1948 have maintained, and in recent years even bettered, their 
position relative to State and local nonproperty taxes. Nationally, 
since 1948 property taxes have provided around 45 to 46 percent of 
total State and local tax revenue each year. 

As Appendix B shows, all States participated in the increase in 
property taxes. When related to stringency of property tax limitation, 
per capita property tax revenue increased at a faster pace in the 
States with limitations than in the no-limit States between 1941 and 
1957. The largest percentage increase -- 164 percent -- occurred in 
the States with the most stringent limitations (Group 111), followed 
closely by the overall-limit States. During the same period the no- 
limit States about doubled per capita property tax collections, and 
the rise in Group I1 was slightly higher. This trend seems to be 
continuing. Between 1957 and 1961 per capita property tax collections 
rose 26,5  percent in the no-limit States, 28.8 percent in Group 11, 
29.8 percent in Group 111, and 35.9 percent in the overall-limit States. 

This analysis of the trend in property taxes since the early 
1930's suggests three generalizations: 

(1) The immediate effect of the imposition of a stringent 
limitation is a reduction of property tax revenue when 
the limit is set below prevailing tax rates; 



(2) Property tax limitations are particularly effective 
during economic depressions; and 

(3) During periods of inflation and economic expansion 
property tax revenue can be increased in spite of 
limitations. 

It is impossible to separate the effects of limitations on pro- 
perty tax revenues from the effects of changes in the economy. As can 
be seen in Appendix B, the base against which property taxes are 
levied -- assessed valuations --  dropped in almost all States between 
1930 and 1940. x/ The early years of the depression witnessed a 
drastic increase in tax delinquency. As income fell, property owners 
found it more an.d more difficult to pay their taxes. Nevertheless, in 
the States without property tax limitations, local officials could 
generally raise their rates sufficiently to offset declines in asses- 
sed valuations. In States with limitations already pressing against 
the ceiling, officials had no way of maintaining property tax revenue 
in the face of declining tax bases. Taxpayers were loathe to approve 
excess levies when they could not afford to pay the taxes for which 
they were already liable. Indeed, as has been noted, in seven States 
they were persuaded to approve the imposition of stringent overall 
limitations or to make such limitations more stringent, placing such 
limitations in some instances in their constitutions. 

Despite the fact that, once the depression was over, property tax 
revenue increased at the greatest 'rate in the States with the most 
stringent limitations, the property tax burden, as measured by effec- 
tive property tax rates, is still higher in the no-limit States than 
in the stringent-limitation States. This is shown in the following 
frequency distribution, which relates 1960 effective property tax 
rates to the stringency of property tax limitation in each State and 
to their geographic location: 2 1  

171 In Iowa, where assessed valuation doubled during the thirties, - 
the Legislature in 1933 changed the property assessment base 
from 25 percent to "actual value." This was later changed to 
60 percent. 

18/ The "effective rate" is calculated on the basis of actual pro- - 
perty value rather than the fractional assessed valuation. 
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Four of t h e  f i v e  S t a t e s  w i t h  t h e  h i g h e s t  e f f e c t i v e  r a t e s  (over 2  pe r -  
c en t )  have no l i m i t a t i o n s .  The o t h e r  t h r e e  no - l im i t  S t a t e s  a r e  i n  t h e  
nex t  h i g h e s t  e f f e c t i v e - r a t e  c l a s s  (1.5 t o  1 .9  pe rcen t ) .  Of t h e  14 
S t a t e s  w i t h  e f f e c t i v e  r a t e s  of 1.5 pe rcen t  o r  more, s i x  a r e  t h e  New 
England S t a t e s ,  t h r e e  a r e  i n  t h e  Mideast ,  and t h r e e  a r e  i n  t h e  Great  
Lakes s e c t i o n  of t h e  country.  A t  t h e  lowest end of t h e  s c a l e  
( e f f e c t i v e  r a t e s  under 1 p e r c e n t ) ,  12 of t h e  16 S t a t e s  a r e  i n  s t r i n -  
gency Groups 111 and I V  and t e n  of them a r e  i n  t h e  Southeas t .  

The c o r r e l a t i o n  between e f f e c t i v e  p rope r ty  t a x  r a t e s  and geo- 
g r aph i c  l o c a t i o n  appears  t o  be a t  l e a s t  a s  c l o s e  a s  t h e  c o r r e l a t i o n  
between e f f e c t i v e  r a t e s  and s t r i ngency  of p rope r ty  t a x  l i m i t a t i o n s .  
The h igh  e f f e c t i v e  r a t e  S t a t e s  i nc lude  t h e  h igh ly  i n d u s t r a l i z e d  and 
u r b a n i z e d m S t a t e s  i n  New England, a s  w e l l  a s  such i n d u s t r a l i z e d  S t a t e s  
a s  New J e r s e y ,  New York, Michigan, and Wisconsin. They a r e  S t a t e s  i n  
which p e r  c a p i t a  p rope r ty  t axes  were r e l a t i v e l y  h igh  even a t  t h e  
beginning of t h e  depress ion .  The low e f f e c t i v e  r a t e  S t a t e s  a r e  p r e -  
dominantly Southern S t a t e s ,  which had extremely low pe r  c a p i t a  
p rope r ty  t a x e s  a t  t h e  beginning of t h e  depress ion .  They were mainly 
a g r i c u l t u r a l  S t a t e s  and, d e s p i t e  some improvement i n  r e c e n t  y e a r s ,  
a r e  s t i l l  a t  t h e  low end of t h e  economic s c a l e .  Per  c a p i t a  gene ra l  
expendi tu re  and p e r  c a p i t a  t o t a l  t a x  revenue a r e  s t i l l  cons iderab ly  
lower i n  t h e  S t a t e s  w i t h  low e f f e c t i v e  p rope r ty  t a x  r a t e s  than  i n  t h e  
S t a t e s  w i t h  h igh  e f f e c t i v e  r a t e s ,  a s  shown i n  t h e  fo l lowing  
frequency d i s t r i b u t i o n :  
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It is also noteworthy that the States with the highest property 
tax burdens have the strongest tradition of citizen participation in 
local government. Governmental services are provided to the greatest 
extent at the local level in these States, and responsibility for 
financing these services has remained, by and large, with the local 
governments. Stringent limitation of the property tax would have 
been folly under such circumstances. 

The States with the lowest property tax burden are largely those 
which, as has been mentioned, have traditionally spent the least on 
governmental services because of their limited taxable resources. 
These States have found it necessary to finance their governmental 
services from taxable resources available to State governments rather 
than to local governments -- hence the emphasis in these States on 
nonproperty taxes for aggregate State-local revenues. 



Factors Offsettine Pro~ertv Tax Limitations 

As has been shown in the previous section, the property tax has 
displayed an unexpected vigor in recent years, even in the States with 
the most stringent limitations. How has this come about? 

A number of methods have been used in most States to relax the 
effects of property tax limitations. The factors which tend to offset 
property tax limitations have been brought to bear for various rea- 
sons: political pressures to exclude particular classes of local 
government or particular local government activities from the basic 
limitations, or to raise maximum allowable rates above the rates that 
were enacted initially; pressures on the part of the banking fratern- 
ity and local government officials to exclude debt service from the 
limitations so as not to impair governmental credit; a desire on the 
part of legislators to provide leeway for exceeding limits, but 
subject to voter approval; and individual actions of local assessors 
to raise assessment levels, as well as action on the part of legis- 
lators and the courts to make uniform the effects of tax rate limita- 
tions by applying them to State equalized values rather than to 
locally set valuations. Some of these mitigating devices, such as 
debt service exclusion and excess-levy referenda, were built into the 
original tax limitation laws. Others were enacted subsequently. 

Some States have recognized the additional need for revenue 
arising from increased population -- particularly for municipalities -- 
by providing a sliding scale of maximum rates tied directly to popula- 
tion size. On the other hand, a number of States provide a sliding 
scale of maximum rates which bears an inverse relationship to the 
level of assessed value, apparently in an effort to avoid the windfall 
effect of drastically increasing the level of local assessments. 

Appendix A provides detail on the exclusion from property tax 
limitations of particular classes of local government and of debt 
service, as well as information concerning provisions for exceeding 
basic limitations and for special purpose levies outside the basic 
limitations. 

Exclusion of particular types or classes of local povernment. As 
indicated earlier, .seven States do not impose limitations on the pro- 
perty taxing powers of their political subdivisions, and a few more 
States exclude one or more classes of local government from such 
limitations. 

Counties are excluded in South Carolina and Tennessee; California 
imposes only certain special purpose tax limits on counties, and 
Virginia limits county taxes only for school purposes. Municipalities 



are excluded from property tax limitations in Delaware and are 
restricted only for school purposes in Virginia. More than a dozen 
States imposing limitations on municipalities also exclude home rule 
municipalities. Included in this group are California, Colorado, 
Florida, Kansas, Minnesota, Ohio, and Tennessee. Five other States, 
including Illinois, Louisiana, and Michigan, have established sepa- 
tate maximum tax rates applicable to charter municipalities. Local 
taxes for school purposes are not limited in Arizona, Arkansas, 
Delaware, North Carolina (except for certain supplemental school 
levies), and Tennessee, but the levies are subject to voter approval 
in the first three mentioned States. 

Exclusion -- of debt service. Only two of the 43 States with pro- 
perty tax limitations have no provision for excluding debt service - 

from the basic limitations -- Hawaii and Idaho. The remaining 
property tax limit States either exclude all debt service from their 
limitations (29 States); or exclude debt service from the limitations 
applicable to at least some types of local governments (8 States); or 
exclude debt service applicable to particular kinds of debt, e.g., 
debt issued prior to enactment of the property tax limitation (4 
States). The 29 States that exclude all debt service from their pro- 
perty tax limitations comprise the two States with overall statutory 
limitations, four of the seven States with overall constitutional 
limitations, nine of the 14 States with specific constitutional limi- 
tations (on one or all classes of local government) and 14 of the 20 
States using specific statutory tax limitations. 

The widespread exclusion of debt service from property tax limita- 
tions is probably the most significant of the factors that have tended 
to offset their restrictive effect. More than any other factor, it 
has afforded opportunity for abuse over the years. Particularly in 
the early history of property tax limitations, the exception of debt 
service levies made it possible to evade general purpose limitations 
by deficit financing. In the long run, of course, this device has 
resulted in added interest costs. 

Provisions for excess levy referenda. Ten States give unqualified 
authorization to all classes of local governments for voter approval 
of tax rate increases above the limitations. Only two of the States 
imposing overall constitutional limitations (Washington and West 
Virginia) are in this group. Five more States grant unqualified 
authorization for such levies to at least one class of local taxing 
units, commonly school districts. On a qualified basis anoth r six 
States permit all classes of local governments to submit tax 7 
increases to voters for approval. In these States the authorization 
typically restricts the rate, purpose, or term of the additional levy. 
Ohio and Oklahoma are in this last group: the former spells out in 



great detail the purposes of the additional levies and the machinery 
for obtaining voter approval; the latter specifies the purposes and 
the rates. Similar qualified authorizations for voter-approved 
increases are granted to at least one class of local governments in 
eight additional States. 

Provision of specific levies outside the ~eneral limitations. To 
some extent approximately a dozen States authorize all or nearly all 
of their local governments to levy additional taxes for certain speci- 
fied purposes outside the limitations for general operating expense. 
Sometimes this authorization may be without rate limitation, but 
typically maximum rate limits are provided for each specific levy. 
For some States (e.g., Illinois, Iowa, Minnesota, and North Dakota) 
extensive use of this practice, as mentioned earlier, has become tan- 
tamount to State budgeting for local governments because of its ear- 
marking effect. Over a dozen more States authorize additional 
(specific purpose) taxes for at least one class of local government. 
States in the latter group include Idaho, Kansas, and Montana. On the 
other hand, at least 12 more States make no provision for special pur- 
pose levies outside the authorized limitations. Six of these latter 
States have overall property tax limitations. 

Legislative easin~ of rate limitations. In an effort to meet 
emerging problems facing their local governments, some States have - - -  

tended to increase the rate limit ceilings or to provide additional 
authorizations for special purpose levies. Among the States which 
make moderate to heavy use of legislation are Alabama (through numer- 
ous constitutional amendments for specific localities), California, 
Idaho, Illinois, Kansas, Minnesota, Montana, Nebraska, South Dakota, 
Texas, Utah, and Wyoming. States which have made few if any legisla- 
tive changes in tax rate limitations or related provisions are Arizona, 
Delaware, Florida, Kentucky, Michigan, New York, South Carolina, and 
West Virginia. By and large the States with statutory restrictions 
have found it most feasible to amend their property tax limit laws. 

Increase of local assessment levels. Except in Hawaii, where the 
property tax is administered directly by the State Department of 
Taxation, the base against which property taxes are levied has tra- 
ditionally been under the control of the local governing bodies (albeit 
subject to definitions and standards laid down by State law and State 
tax agencies). The taxable value of each piece of property is deter- 
mined by a locally elected or appointed official -- usually the 
assessor -- who is responsible in varying degrees to the local governing 



body. In most States property assessment is the responsibility of the 
county. 191 

The assessed value of taxable property in a particular jurisdic- 
tion is first of all increased as a result of new construction and 
major additions to established properties. Beyond that the increases 
in the tax base are at the discretion of the local governing body or 
the assessor. Thus, the local assessor has it within his power to 
increase property tax revenue without raising the tax rate, simply by 
raising the assessment level of property under his jurisdiction. By 
the same token, an elected assessor with little or no responsibility 
to the governing body, can thwart the budget-making authorities by 
refusing to raise assessments to provide needed funds. If a community 
has reached its property tax limit, the assessor is then in the policy- 
making position of setting its level of governmental spending. 

The State of California adopted an interesting variant on the 
procedure for raising the assessment level by amendment of its munici- 
pal tax limit law, effective September 1, 1961. Its municipalities 
have the option of assessing their own property or availing themselves 
of the county's facilities. Since a city may assess property at a 
higher ratio of assessed to market value than the county, an adjust- 
ment is permitted in the city tax rate to allow for any such differ- 
ence in assessment level when the city turns the assessment function 
over to the county. The California law reads as follows: 

For the fiscal year in which a. city avails itself of the 
general laws relative to the assessment and collection of 
city taxes by county officials, and for each succeeding 
fiscal year, the city council may levy a rate of tax for 
any purpose for which a maximum rate is specified by law up 
to an amount that exceeds such maximum rate in the propor- 
tion that the total assessed valuation on the entire city 
roll used in the fiscal year immediately preceding the year 
for which the city availed itself of the county tax assessing 
and collecting services exceeded the total assessed valua- 
tion of the property within the city on the entire county 
roll for the same year. 201 

19/ Exceptions to this are found in the New England States, New York, - 
New Jersey, Wisconsin, and a few other States where assessment is 
a city and town function. 

20/ California Government Code, Section 43072. - 



County assessments in California are at a rather low level -- on 
the average about 19 percent of market value for real property, 
according to the 1957 Census of Governments. 1/ Under the law quoted 
above a city could take back the assessing function from the county 
for one year and assess property within its confines at double the 
county level. When the assessing function is returned to the county 
the following year, the city general levy against county assessed 
values can then be 20 mills and still be within the 10 mill general 
purpose limitation. +This process could presumably be continued ad 
infinitum. 

Practically all State laws, including those of California, stipu- 
late that property is to be assessed for tax purposes at "market 
value," "fuj.1 value," "true value" or some similar value which is 
su,pposed to approximate its full value. In a few States the assess- 
ment is required to be at some specified percentage of full value 
(e.g., 60 percent in Iowa). However, the requirement that assessed 
values approximate "full" or "market" value is almost universally 
ignored by assessors. The Bureau of the Census estimated that, for 
the nation as a whole, the average ratio of assessed value to sales 
price in 1956 was about 30 percent for real estate. For individual 
States the average ratio for single family houses varied from about 7 
percent in South Carolina to 66 percent in Rhode Island. 221 Local 
assessors thus have substantial leeway to raise the property tax base. 
The extent to which assessors have exercised this prerogative has 
varied considerably, a fact that has undoubtedly contributed to the 
significant lack of uniformity in assessment levels even among juris- 
dictions in the same State. 

The inter-area differences in each of the States for single family 
houses were measured far 1956 in the Census of Governments report on 
property values. g/ The coefficient of inter-area dispersion ranged 

211 U. S. Bureau of the Census, Taxable Property Values & the United - 
states ,'(~ol. V, 1957 Census of Governments), p. 35. According to 
the California State Board of Equalization, the assessment ratio 
for both real and personal property is currently 23 percent. 

221 Ibid., p. 81. - 
231 Ibid., p. 87. 
7 



from 10 percent in Oklahoma (indicating a relatively high degree of 
inter-area conformity) to 46 percent in Montana. 4 1  

Since rate limitations usually apply against assessed valuations, 
they have differing effects upon two jurisdictions in the same State 
with different assessment ratios. In Michigan, for example, where the 
coefficient of inter-area dispersion was reported by the Bureau of the 
Census to be 26 percent, the assessment ratio of the median area. 
(among 56 selected areas) was 26.8 percent; five of the areas had 
assessment ratios of 10 to 15 percent, and seven areas had ratios of 
between 40 and 50 percent. Taking the two extremes, it would be pos- 
sible to have two areas with a 5 to 1 difference between assessment 
ratios and therefore a tax bill under the 15-mill limit in Michigan of 
five times as much in the high-ratio area as in the low-ratio area.g/ 

Use of State-equalized values. A number of States try to avoid -- 
this problem by applying the tax rate limit to a State-equalized 
assessed value, rather than to the locally assessed valuation. 
According to the U. S. Office of Education, 14 of the States with 
property tax rate limitations apply them against State-equalized 
values. 261 In some instances, as in Illinois and New York, provision 
for use of State-equalized values is spelled out in the law; in other 
instances (e.g., Michigan) State-equalized values are used as a result 
of judicial interpretation of the constitutional or statutory language 
concerning the relationship between the property tax limit and the tax 
base. 

24/ For an interpretation of the significance of the - Census findings, - 
see Frederick L. Bird, The General Property Tax: Findings of the .- 
1957 Census of Governments (Public Administration Service: 1960), - 
pp. 63 to 65. 

25/ As indicated below, however, Michigan applies rate limits to - 
equalized values. 

26/ U. S. Department of Health, Education, and Welfare, Office of - 
Education, Public School Finance Programs of the U. S., 1957 - --- 
1958 (Wash., D. C. : 1960), p. 57. The States listez are those - 
in which school tax rate limits apply to State-equalized valua- 
tion, but many of these States apply all their rate limits to 
State equalized values. The States are: Colorado, Hawaii, 
Illinois, Indiana, Kansas, Michigan, Mississippi, Missouri, 
Montana, New York, North Dakota, Oklahoma, Utah, and Wisconsin. 
Although Kansas is included in the list, State-equalized values 
are used there only as a basis for distributing certain school 
aid. 



In some States equalized values are used in connection with some 
rate limits and not for others. Thus, in Wisconsin tax limitations on 
school districts and on counties are generally applied to "full1' value 
as equalized by the State Department of Taxation, and limitations on 
municipalities are applied against local assessments. In Oklahoma use 
of equalized assessed values is restricted to school district 
limitations. 

The term "State equalized value" does not necessarily mean "full 
value" or "market value." Only one State -- New York -- is required 
by law to apply tax rate limits to valuations which are equalized by 
the State at full value. 271 Actually, New York is required to use a 
five-year moving average of assessed valuations equalized to full 
value. The use of full value has eased the pressure of the tax rate 
limits in New York, and very few jurisdictions subject to the consti- 
tutional limit have reached that limit. However, there are no indica- 
tions that the rise in local government costs -- particularly school 
costs -- will be stemmed in the forseeable future, so that eventually 
the New York local governments will begin to exert pressures for 
further easing of the limitations. 

Usually where State-equalized values are used, these are set at 
some percentage of full value which is above the average assessment 
ratio in the State. In Illinois, the State-equalized value is 
actually applied to the individual properties on each assessment roll. 
This is done uniformly for each county by means of a "multiplier1' that 
is promulgated by the State Department of Revenue. The size of the 
"multiplier" is determined by means of sales-ratio studies. Thus, in 
Illinois State-equalized values apply to all the uses to which assessed 
valuations may be put. When this rigid form of equalization was first 
established in Illinois in 1945, it was anticipated that the assessed 
valuations to which tax limitations were to be applied would double. 
Therefore, to avoid the possibility of doubling the dollar amounts 
that could be raised under the then-existing rate limitations, those 
limits were cut in half. As a result, while assessed valuations rose 
by almost 450 percent between 1940 and 1956, general property tax 
collections increased by less than 200 percent between 1941 and 1957, 

271 In Wisconsin statutes require county and school property tax - - 
limitations to be applied to assessed valuations as equalized by 
the State Department of Taxation. Since that agency equalizes at 
full value, the situation in Wisconsin, so far as school and county 
levies are concerned, is similar to that in New York. As mentioned 
above, municipal tax limitations, however, apply in Wisconsin to 
local, unequalized assessed values. 



and the average nominal rate for the State fell from 6 percent to 3.1 
percent of assessed valuation. %/ 

Assessed values are used for a number of purposes, including: g/ 

1. As a base for the levy of taxes by overlapping govern- 
ments (variously county, special district, and State). 

2. As a base for determining power to tax, when such power 
is restricted by constitutional or statutory tax rate 
limits. 

3. As a base for determining power to borrow, when such 
power is restricted by constitution or statute to a 
percentage of the local assessed valuation. 

4. As a base that measures the value of veterans' home- 
stead, and other partial tax exemptions that are stated 
in dollar amounts of assessed valuation. 

5. As a base, or factor in the base, on which State 
assistance to local governments is apportioned. 

State equalization programs usually cover some of the purposes 
enumerated by Bird, but not all of them simultaneously. The use of 
State-equalized values as a base for applying tax rate limitations 
(and not, for example, school equalization aid) could well result in 
greater inequality of inter-area local assessment rather than more 
uniformity. Since, in this instance, the level of local assessments 
does not matter in determining whether a taxing unit has reached its 
rate limit, it is conceivable that assessing jurisdictions vie with 
one another in reducing assessments in order to make it possible to 
obtain additional school aid. On the other hand, they may be faced 
with a dilemma if, at the same time, they have a debt limit that is 
related to the locally assessed value rather than to the equalized 
value. The low assessment level may bring in more school aid to pay 
teachers, but at the same time will reduce school districts' capacity 
to borrow funds for school buildings. 

281 See Appendix B. - 
291 Frederick L. Bird, x. cit., p. 63. - 



Nonproperty taxes and State aid. As has been demonstrated, the 
property tax has shown unexpected strength in recent years as a 
revenue producer for local governments. Although property tax reve- 
nue lost ground relative to other sources of State and local govern- 
ment revenue before 1950, this occurred almost entirely because new 
demands for local government services were met largely from new State 
revenue sources which in turn were used to nurture State aid programs. 
Nevertheless, the property tax remains the workhorse of local finance 
and will undoubtedly remain so for many years to come. 

Even in the South, where the States have most actively assisted 
the financing of local government services, particularly in the 
fields of education and highways, property tax revenue has increased 
significantly in the past two decades. Thus, in Alabama where pro- 
perty taxes fell drastically relative to other sources of State-local 
tax revenue (from three-fifths of total tax revenue in 1932 to one- 
fifth in 1961), their actual dollar contribution still increased 
almost one and one-third times between 1941 and 1957 and continued to 
rise substantially between 1957 and 1960. Similar situations can be 
noted in States as Arkansas, Georgia, Louisiana, New Mexico, North 
Carolina, South Carolina, and West Virginia. s/ 

Almost without exception State consumer taxes, as well as income 
taxes, have provided the fiscal means whereby States were able to 
help local governments meet the demands for better educational pro- 
grams and expansion of other local services required by a rapidly 
growing population which has tended to concentrate more and more in 
urban centers. All of the State general sales taxes in existence 
today have been enacted since 1932, and, as has been pointed out, some 
were initiated coincident to the imposition of stringent property tax 
restrictions to meet emergency situations that arose from the depres- 
sion of the 1930's. After World War 11, pent-up demands for expanded 
governmental services and facilities that had to be postponed during 
the War resulted in additional State sales tax enactments. 

The post-World War I1 development of local nonproperty taxes is 
detailed in chapter V. What seemed the beginning of a significant 
trend soon after the War has thus far not materialized, except for a 
few outstanding developments, principally in cities, in a small number 
of States. As will be seen, the broadest authority for local nonpro- 
perty taxation was provided by Pennsylvania when it enacted the so- 
called "tax anything1' law (Act 481) in 1947. Under it a wide variety 
of taxes has been levied by several thousand cities, boroughs, 

30/ See Table 3 and Appendix B. - 
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townships, and school districts, each administering its own set of 
taxes. Five States now provide for local supplementation of State 
sales taxes, and local income taxes are now being used by some of the 
larger municipalities in a few States in addition to Pennsylvania. 
With relatively few exceptions, however, the local revenue picture 
continues to be dominated by the property tax. 

Current Effects of Property Tax Limitations 

Through an inquiry sent to State agencies concerned with property 
taxation an attempt was made to obtain information on the effects of 
property tax limitations on local governments today. The seven States 
without property tax limitations were excluded from the survey, as was 
Delaware in which no State agency is concerned directly with the 
property tax. 

All but two of the 42 States canvassed replied to the inquiry 
which dealt with three subjects: 

1. One question relating to the number of jurisdictions that 
are at their legal tax levy limit; 

2. Three questions, applicable only in those States in which 
excess levy propositions may be submitted to the elector- 
ate; and 

3 .  An opinion question in which officials were asked whether 
the rate limitations materially affect the ability of 
local governments to finance public services. 

Number of jurisdictions at the legal limit. Almost two-thirds of 
the States that replied were able to give some indication of the 
number of jurisdictions that had reached their legal property tax 
limit. Ten of these States indicated that most or all of their local 
jurisdictions are at their legal limit. Of the other 16 States that 
were able to reply to this question only Alaska and Hawaii indicated 
that no local governments were at their tax limit; in the other 14 
States the number ranged from a few to 40 or 50 percent of the 
localities. 

Many of the States were unable to estimate the number of local 
governments at their property tax limit because there is no central 
source of information. In States with numerous special-purpose limi- 
tations it was reported to be well-nigh impossible to provide a 
meaningful estimate. One State (Kansas) is now in the midst of a 
detailed study of this and other matters relating to its complex 
system of property tax limitations. 



Excess-levy referenda. As was discussed in a previous section, 
the fact that "excess-levy" propositions can be submitted to the 
voters in a number of States is one of the significant factors off- 
setting the basic limitations. The answer to the question "about how 
many excess-levy propositions were submitted to the voters last year?" 
was spotty, mainly because information was not centrally available. 
In general, this device was used successfully to obtain additional 
levies for school purposes -- apparently few school levy propositions 
are rejected by the voters. Municipalities and counties usually find 
it more difficult to obtain approval of excess levies at the polls. 
Nevertheless, in some States (e.g., Ohio) voting for levies in excess 
of the rate limitation has become a way of life. In fact, local 
governments in Ohio -- particularly school districts -- could not 
operate effectively without recourse to excess-levy referenda. 

By and large, where excess-levy referenda are authorized, a 
simple majority vote is required for approval. Three States (North 
Dakota, Washington, and West Virginia) reported that three-fifths of 
those voting must approve an excess-levy proposition. Nebraska 
requires 55 percent; and Idaho and Kentucky require two-thirds for 
certain kinds of excess levies, but a simple majority for others. 

In six States basic limitations can be exceeded by appeal to 
State agencies: the State Tax Commission in Colorado; the State 
Board of Commissioners in Indiana; the State Comptroller in Iowa; the 
Board of Tax Appeals in Kansas; the State Tax Commission in New Mexico; 
and the State Director of Administration in Rhode Island. Some States, 
including Kansas, provide for approval of increased school levies by 
school meetings, rather than through general elections. 

Effect on ability of local governments to finance public services. 
Thirty-two of the States answered the question relating to the effect 
of property tax limitations on local ability to finance public 
services. Respondents from twenty States indicated that either all 
their local jurisdictions or particular classes (mainly counties and 
municipalities) are hampered by property tax limitations. The other 
12 stated that their local governments are not hampered, but some of 
them indicated the availability of nonproperty taxes, excess-levy 
voting, ability to obtain increases from State agencies, and frequent 
statutory revision of the limitations among the reasons that enabled 
local governments "to live with property tax limitations1'. 

Several State officials pointed out the administrative problems 
created by some of the complex property tax limiting provisions in the 
State constitutions and statutes --  the fact, for example, that many 
State and local officials and agencies must be thoroughly familiar 
with the statutes and the detailed administrative procedures related 



to them. To the extent that the limitations are enforced -- and it is 
difficult to see how some of the more complex and numerous limitations 
could be effectively policed -- considerable extra expense is incurred 
(including that involved in holding excess-levy elections). Further- 
more, much litigation has been directed at the tax limit laws -- 
mainly in the form of taxpayer suits against local officials who pur- 
portedly exceeded legal limits. These suits entail additional costs 
to the taxpayer, indirectly through increased governmental costs.and 
directly in legal fees to the taxpayer bringing suit. The difficulties 
experienced by many State officials in attempting to answer a few 
seemingly simple questions relate4 to property tax limitations attest 
to the complexity that has been built into the various State systems. 



Table 7. - State and Local Tax Revenue, by Major Source and by Level of Government: 
Selected Years 1902 - 1961 

I Amount in millions I As percent of total taxes 
I I I I Nonproperty taxes Nonproperty taxes 

STATE 

STATE AND LOCAL 

LOCAL 

- - - - 
$ 162 

153 
548 

1,844 
2,738 
3,643 
3,879 

Note. - Due to rounding detail will not necessarily add to totals. Data for 1960 and 1961 include Alaska and Hawaii. 

Source: U. S. Bureau of the Census, Historical Summary of Governmental Finances in the U.S. (Vol. IVY No. 3 of the 1957 Census of Governments), 
Governmental Finances in 1960, and Governmental Finances in 1961. 

$ 126 
21 9 
7 25 
772 

1,092 
2,471 
3,748 
4,220 
4,518 

82.1 
82.8 
77.7 
72.8 
53.2 
44.8 
44.6 
45.4 
46.3 

17.9 
17.2 
22.3 
27.2 
46.8 
55.2 
55.4 
54.6 
53.7 

3.3 
3.6 
7.7 
12.2 
27.6 
32.9 
32.9 
32.8 
32.1 

- - 
- - 
2.7 
2.5 
6.4 
9.5 
9.5 
10.1 
10 .O 



Chap t e r  5 

RESTRICTIONS ON LOCAL NONPROPERTY TAXING POWERS 

Local tax ing  powers have been confined t r a d i t i o n a l l y  t o  t h e  
proper ty  t a x  and, under the  genera l  p o l i c e  powers, t o  va r ious  types 
of  bus iness  and nonbusiness regula tory  l i c e n s e  taxes .  Local govern- 
ments can impose nonproperty t axes  a s  revenue measures only t o  t h e  
ex ten t  au thor ized  by t h e  S t a t e .  This chapter  examines t h e  prohi -  
b i t i o n s ,  au tho r i za t ions ,  and l i m i t a t i o n s  on l o c a l  nonproperty taxes  
i n  t h e  seve ra l  S t a t e s .  The a n a l y s i s  dea l s  w i th  t h e  seven more 
important  nonproperty t axes  t h a t  have come i n t o  l o c a l  use  during t h e  
p a s t  q u a r t e r  century -- genera l  s a l e s  t axes ,  income taxes ,  and t h e  
s e l e c t i v e  s a l e s  and g ross  r e c e i p t s  t axes  on motor f u e l ,  a l c o h o l i c  
beverages, tobacco products ,  admissions, and u t i l i t y  s e r v i c e s d  

I /  
Development of Nonproperty Taxes - 

Local governments i n  t h e  United S t a t e s  were c o l l e c t i n g  no 
revenue from income o r  consumer taxes  a t  t h e  t u r n  of  t h e  century 
(Table 7). The only nonproperty t a x  revenue rece ived  by l o c a l i t i e s  
during t h a t  per iod  came from bus iness  l i c e n s e s  (mainly of a 
r egu la to ry  na tu re ) ,  p o l l  taxes ,  and miscellaneous l e s s e r  taxes .  I n  
t h e  aggregate  they con t r ibu ted  $80 m i l l i o n  i n  1902, o r  11.4 percent  
of  t h e  $704 m i l l i o n  t o t a l  l o c a l  t a x  revenue. By 1932, l o c a l  t a x  
revenue had r i s e n  t o  $4.3 b i l l i o n ,  but  only $115 m i l l i o n  came from 
nonproperty taxes .  Of  t h i s ,  $89 m i l l i o n  represented  l i c e n s e s ,  p o l l  
taxes ,  and o t h e r  miscellaneous taxes.  The remaining $26 m i l l i o n  
were from new t a x  sources -- gross  r e c e i p t s  taxes  on var ious  
bus inesses ,  c h i e f l y  pub l i c  u t i l i t i e s .  

At t h e  depth of  t he  depression,  nonproperty taxes  c o n s t i t u t e d  
an  i n s i g n i f i c a n t  source of l o c a l  t a x  revenue. They had a c t u a l l y  l o s t  
ground s i n c e  1902. The f i v e - f o l d  inc rease  i n  t o t a l  l o c a l  t a x  revenue 
during t h e  f i r s t  3 decades of  t h i s  century r e s u l t e d  almost e n t i r e l y  
from increased  proper ty  taxes .  At t h e  S t a t e  l e v e l ,  however, proper ty  
t axes  had decreased r e l a t i v e  t o  o t h e r  taxes ,  from 52.6 percent  i n  
1902 t o  17.4 percent  i n  1932, during a pe r iod  when t o t a l  S t a t e  t a x  

1/ Addi t ional  information i s  contained i n  t h e  Commission's r e p o r t ,  - 
Tax Over lapping& t h e  United S t a t e s ,  1961 (Government P r i n t i n g  - - 
Off i c e ,  September 1961) . 



collections had risen eleven-fold, from $156 million to $1.9 billion. 

The depression of the 1930's witnessed the beginning of attempts 
to broaden local taxing powers. New York State, in recognition of 
the acute local unemployment relief problem, granted to New York City 
'broad taxing authority in 1933, permitting it to impose for six 
months any tax the State could levy, The authority was extended 
indefinitely the following year. Included in the city's taxing powers 
were authorizations for a business gross receipts tax, a tax on the 
gross incomes of public utilities, and a retail sales and use tax. 
Pennsylvania, for similar reasons, enacted the Sterling Act in 1932, 
which gave Philadelphia wide discretion to levy nonproperty taxes. 
Under it Philadelphia enacted an amusement tax and other minor taxes 
in 1937 and a sales tax in 1938, which a year later was replaced by 
an earned income tax. New Orleans levied a 1 percent sales tax in 
1936, Apart from these isolated attempts in the large population 
centers, local revenue needs in the 1930's were met by property taxes 
and State grants-in-aid. 

During World War I1 material and manpower shortages held local 
spending to essentials. Efforts to obtain new tax sources were few, 
and these were limited to large cities. 

Immediately after the War, the pent-up demand for government 
services and the large backlog of needed public facilities once 
again placed local governments in a financial bind. In some States, 
notably California and Ohio, cities utilized home rule provisions or 
general licensing powers to levy broad-based taxes. Over fifty 
California cities imposed general sales taxes and a number of the 
larger cities in Ohio levied income taxes. New York and Pennsylvania 
passed enabling legislation in 1947, granting to local governments 
taxing powers roughly equivalent to those already possessed by 
New York City and Philadelphia. In the same year additional California 
cities enacted local sales tax ordinances. In subsequent years more 
local governments, predominantly municipalities, but in a few States 
other local governments as well, moved into the nonproperty tax field. 
The 1947 "tax anything" law (Act 481) in Pennsylvania made available 
a variety of nonproperty taxes, including local income taxes, to 
thousands of cities, boroughs, townships, and school districts. 

A new dimension was added to local sales taxation in 1950 when 
Mississippi authorized municipal supplements to its State sales tax. 
California, Illinois, and New Mexico provided for local supplements to 
State sales taxes in.1955 (applicable to counties as well as to 
municipalities in California), and Utah enacted similar legislation, 



appl icable  t o  counties and municipal i t ies ,  i n  1959. I l l i n o i s  ex- 
tended t h i s  author i ty  t o  counties i n  1959. 

The rash of postwar enactments seemed t o  portend a s i gn i f i c an t  
increase i n  loca l  government re l i ance  on nonproperty taxes.  The 
expectations have not been real ized.  Although t o t a l  loca l  nonproperty 
t ax  revenue had r i s en  t o  $2.4 b i l l i o n  by 1961, i t s  share of t o t a l  
loca l  tax  co l lec t ions  was l i t t l e  more than a t  the  tu rn  of the century -- 
12.3 percent i n  1961 compared with 11.4 percent i n  1902. A t  the S t a t e  
l eve l ,  however, the share of nonproperty taxes had r i s e n  t o  approxi- 
mately 97 percent of t o t a l  tax  col lec t ions  by 1961, compared wi th  
47.4 percent i n  1902. 

The Present  S i tua t ion  - 
The most remunerative of the  loca l  nonproperty taxes today i s  

the general s a l e s  tax. It provided $921 mil l ion i n  1961, almost two- 
f i f t h s  of t o t a l  nonproperty tax  revenue, Select ive  s a l e s  taxes 
produced an addi t ional  $510 mil l ion,  of which $298 mil l ion came from 
publ ic  u t i l i t y  gross rece ip t s  and small amounts from c iga r e t t e s ,  
gasoline and admissions. Of the  balance of 1961 coll ,ect ions,  $258 
mil l ion came from income taxes and $745 mil l ion from miscellaneous 
business l i cense  and other  taxes.  21 Except f o r  the  l i cense  taxes 
and taxes on public u t i l i t i e s ,  nonproperty taxes present  a spot ty  
pa t t e rn  on a State-by-State basis:  two-thirds of a l l  loca l  nonproperty 
tax  revenue i s  col lec ted i n  s i x  S ta tes  (California,  I l l i n o i s ,  New 
Jersey,  New York, Ohio, and Pennsylvania). 

A s  of mid-1962, approximately 2,000 loca l  governments i n  12 
S ta tes ,  but  concentrated i n  Cal i fornia ,  I l l i n o i s ,  Mississippi ,  and 
Utah, were imposing general s a l e s  taxes.  Income taxes a r e  levied by 
about 1,300 loca l  un i t s  i n  s i x  S ta tes ,  ch ie f ly  i n  Ohio and Pennsylvania. 
Gasoline taxes a r e  imposed by almost 300 l o c a l i t i e s  i n  s i x  S ta tes ,  
especia l ly  i n  Alabama and t o  a l e s s e r  degree i n  New Mexico. Admissions 
taxes a r e  found i n  a dozen S ta tes  (pa r t i cu la r ly  Ohio, Pennsylvania, and 
Washington), c i ga r e t t e  taxes i n  nine,  and excise taxes on a lcohol ic  
beverages i n  f i v e  o r  s i x .  Gross rece ip t s  taxat ion of public u t i l i t i e s  
by municipal i t ies  i s  widespread; well over hal f  the  S ta tes  permit i t .  
State-by-State d e t a i l  on revenue from the  d i f f e r en t  kinds of nonproperty 
taxes i s  shown i n  Table 8 fo r  1957, the  most recent  date  f o r  which t h i s  
information i s  avai lable .  Table 9 provides current  information on the  

2/ U. So  Bureau of the Census, Governmental Finances in 1961. - 





State  

Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 

South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 

I 

.J Vermont 

.J Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 

Total 

Table 8. - Local Nonproperty Tax Revenue, by Type of Tax, by State: 1957 (Concluded) 
(Dollar amounts i n  thousands) 

Total General 

Sales and gross receipts  

Total Public 
u t i l i t i e s  

N.A. - Indicates that  data a r e  not avai lable .  

A/ Includes Alaska, Hawaii, and D i s t r i c t  of Columbia. 

11 Enacted a f t e r  1957. 

3/ Authorization fo r  local  c iga re t t e  taxes repealed i n  1961. 

S e 
Pobacco 
?roducts 

- - - - 
- - - - - - 
- - 
- - 

$538 - - 
- - 
- - 
881 - - 
- - 
- - - - 

Alcoholic 
beverage2 

License 
& other  

$ 25,098 
3,241 
5,108 

103,590 
1,993 

5,544 
5,171 

10,115 
38,711 
2,241 

1,135 
26,552 
13,091 

7,820 
10,492 
1,434 

Nonproperty 
taxes a s  

percent of 
t o t a l  l oca l  
taxes,l961 -- 

Source: U. S. Bureau of the  Census, Compendium.of.Government Finances (Vol. 111, No. 5 of the 1957 Census of Governments), and Governmentat Finances 
i n  1961. - 



Table 9. - Number of Municipalities and Counties Levying Major Nonproperty Taxes, by State: Mid-1962 

State 

Total 

Alabama 
Alaska 
Arizona 
California 
Colorado 

Florida 
Hawaii 
Illinois 
Kentucky 
Louisiana 

Michigan 
Mississippi 
Missouri 
Nevada 
New Jersey 

New Mexico 
New York 
Ohio 
Pennsylvania 
Tennessee 

Utah 
Virginia 
Wyoming 

I Munici- Counties 
palities 

- 

Income taxes - 
Munici- 
~alities 11 

Cigarette taxes 1 Motor fuel taxes 

Munici- 
~alities 

Counties Munici- 
~alities 

Counties 

11 In addition, one county in Kentucky, and approximately 80 townships and 850 school districts in Pennsylvania levy income - 
taxes. 

21 There is no county government in Alaska; four school districts levy sales taxes. - 
31 Including the city-county of San Francisco and of Denver, which are counted here as cities. - 
41 As of June 30, 1961, according to the Annual Report of the State Comptroller of Florida. - 
51 Detroit; Hamtramck adopted a similar local income tax, effective October 1, 1962. - 
61 Prior to a 1961 constitutional amendment which requires two-thirds voter approval for local gasoline taxes, over 100 - 

municipalities were imposing such taxes. 

71 All 17 counties in Nevada receive one cent of the State gasoline tax. The county governing bodies have the option of - 
rejecting this tax, but none has done so. This is more in the nature of a shared tax than a locally-imposed tax. 

81 In addition, one school district levies a sales tax. - 

Source: Advisory Commission on Intergovernmental Relations, Tax Overlapping in the United States, 1961 (September 1961), 
updated to mid-1962 by reference to Commerce Clearing House, State Tax Reporter. 



number of l o c a l  governments i n  each S t a t e  imposing the  four  major 
nonproperty t axes ,  

With few exceptions,  use  of four  of t h e  important nonproperty 
t axes  i s  confined l a r g e l y  t o  mun ic ipa l i t i e s .  I n  f a c t ,  over  h a l f  of 
t h e  $2.4 b i l l i o n  l o c a l  nonproperty t a x  revenue i n  1961 was c o l l e c t e d  
by t h e  51 l a r g e s t  c i t i e s .  C i t i e s  a s  a group accounted f o r  $2.0 
b i l l i o n  o r  about f o u r - f i f t h s  of a l l  l o c a l  nonproperty taxes .  2/ A l l  
57 count ies  and t h e  ci ty-county of San Francisco i n  Ca l i fo rn ia ,  and 
65 of t h e  102 count ies  i n  I l l i n o i s  now levy  genera l  s a l e s  taxes ;  
otherwise county use of nonproperty taxes  i s  sparse .  I n  Pennsylvania,  
about 850 school d i s t r i c t s  and 80 townships impose income taxes .  I n  
o t h e r  S t a t e s  a few school d i s t r i c t s  use  nonproperty taxes .  

S t a t e  revenue from each of the  nonproperty t axes  he re  d iscussed  
i s  shared wi th  l o c a l  governments i n  some S t a t e s .  Most S t a t e s  sha re  
t h e i r  motor f u e l  taxes  wi th  l o c a l  governments; a t  l e a s t  15 S t a t e s  
sha re  a l c o h o l i c  beverage taxes ,  e i g h t  sha re  c i g a r e t t e  t axes ,  s i x  sha re  
genera l  s a l e s  taxes ,  s i x  ind iv idua l  income taxes ,  and seve ra l  S t a t e s  
sha re  admissions and u t i l i t i e s  taxes  w i t h  t h e i r  l o c a l  governments, 
I n  a l l ,  probably 15  percent  of t h e  $10 b i l l i o n  f i s c a l  a i d  pa id  by t h e  
S t a t e s  t o  t h e i r  l o c a l  governments r ep resen t s  shared taxes .  Although 
these  c o l l e c t i o n s  a r e  o f t e n  d i s t r i b u t e d  on a formula b a s i s  t o  r e f l e c t  
need -- populat ion,  road mileage, school enrol lment ,  and t h e  l i k e  -- 
a s u b s t a n t i a l  po r t ion  i s  d i s t r i b u t e d  i n  propor t ion  t o  c o l l e c t i o n s  i n  
each j u r i s d i c t i o n .  Where Itorigin" i s  used a s  a b a s i s  f o r  t a x  shar ing ,  
t h e  r e s u l t  i s  not  appreciably d i f f e r e n t  from a l o c a l  supplement t o  
t h e  S t a t e  t a x ,  a s  i s  t h e  case  of t h e  Miss i s s ipp i  o r  New Mexico l o c a l  
s a l e s  tax .  While a d e t a i l e d  d i scuss ion  of shared t axes  i s  no t  w i th in  
t h e  purview of t h i s  s tudy,  t h e  device i s  mentioned he re  a s  a p o s s i b l e  
s u b s t i t u t e  f o r  s ta te -wide  l o c a l  nonproperty taxes .  41 

R e s t r i c t i o n s  on Local Nonproperty Taxing P ~ w e r s  

I n  c o n t r a s t  t o  t h e  un ive r sa l  use of proper ty  t axa t ion  by l o c a l  
governments, t h e  a v a i l a b i l i t y  of nonproperty t axes  t o  l o c a l  govern- 
ments i s  severe ly  l imi t ed .  With t h e  exception of  t h e  genera l  power o f  
m u n i c i p a l i t i e s  i n  most S t a t e s  t o  levy l i c e n s e  taxes ,  inc luding  i n  some 

31 U. S. Bureau of t h e  Census, Compendium of City  Government Finances - 
i n  1961. -- 

4 /  The advantages and disadvantages of t a x  shar ing  a r e  d iscussed  i n  - 
t he  Commission's r e p o r t ,  Tax Overlapping i n  t h e  United S t a t e s ,  
1961, pp. 134-135. - 



i n s t ances  t h e  a q t h o r i t y  t o  base these  taxes on gross  r e c e i p t s  of  
businesses,  l o c a l  governments do not  commonly have the  power t o  levy 
a  v a r i e t y  of  nonproperty taxes .  Local governments i n  some S t a t e s  
have achieved a  measure of home r u l e  under c o n s t i t u t i o n a l ,  s t a t u t o r y ,  
and c h a r t e r  provis ions ,  bu t  c o n s t i t u t i o n s  gene ra l ly  leave  i t  t o  
l e g i s l a t u r e s  t o  determine l o c a l  nonproperty tax ing  powers. 

R e s t r i c t i o n s  on l o c a l  nonproperty taxing powers take  t h r e e  b a s i c  
forms: 

The f i r s t  kind of r e s t r i c t i o n  involves p roh ib i t ion ,  e i t h e r  con- 
s t i t u t i o n a l  o r  s t a t u t o r y ,  a g a i n s t  l o c a l  imposi t ion of p a r t i c u l a r  
nonproperty taxes .  For example, t h e  Colorado s t a t u t e s  provide t h a t  
t h e  S t a t e  motor f u e l  t a x  " s h a l l  be  i n  l i e u  of a l l  o t h e r  taxes  imposed 
upon motof f u e l  by t h i s  S t a t e  o r  any p o l i t i c a l  subdiv is ion  thereof ."  5/ - 
I n  i t s  c o n s t i t u t i o n  F lo r ida  s p e c i f i c a l l y  denies  t o  the  S t a t e  and i t s  
l o c a l  governments t h e  power t o  levy  an income tax .  Sometimes these  
p roh ib i t ions  a r e  not  expressed wi th  re ference  t o  a  p a r t i c u l a r  l o c a l  
nonproperty t ax .  They safeguard t h e  s t a t e ' s  r i g h t  i n  genera l  t o  pre-  
empt f o r  i t s  exclus ive  use  c e r t a i n  taxes .  The Pennsylvania law, i n  
giving widespread nonproperty tax ing  powers t o  nea r ly  a l l  l o c a l  
governments, s t a t e s :  

It i s  t h e  i n t e n t i o n  of t h i s  s ec t ion  t o  confer  
upon such p o l i t i c a l  subdiv is ion  t h e  power t o  
levy ,  assess ,and c o l l e c t  taxes  upon any and a l l  
s u b j e c t s  of t axa t ion  -- which t h e  Commonwealth 
has power t o  t a x  but  which i t  does not  t a x  o r  
l i c e n s e ,  sub jec t  only t o  the  foregoing provis ion  
t h a t  any ( loca l )  t a x  upon a  sub jec t  which t h e  
Commonwealth does h e r e a f t e r  t a x  o r  l i c e n s e  s h a l l  
au tomat ica l ly  te rminate  a t  t h e  end of t h e  

7/ cur ren t  f i s c a l  year  of t h e  p o l i t i c a l  subdiv is ion .  - 

Sect ion  3,  A r t i c l e  X V I I I ,  of t h e  Ohio c o n s t i t u t i o n ,  which g r a n t s  
home r u l e  powers t o  mun ic ipa l i t i e s ,  contains a  q u a l i f i c a t i o n  s t a t i n g  
t h a t  t h e  power s h a l l  ''not be i n  c o n f l i c t  wi th  genera l  laws." This  
has been i n t e r p r e t e d  by t h e  cour t s  i n  t h a t  S t a t e  t o  mean preemption -- 

5 /  Colorado Revised S t a t u t e s ,  Sec, 138-3-14. - 
6 /  Flo r ida  Cons t i tu t ion ,  A r t .  I X ,  Sec. 11. - 
7 /  General Enabling Act of June 25, 1947 (Act 481), Sec. 1 B .  - 



t h a t  any t a x  upon a sub jec t  by t h e  S t a t e  precludes a s i m i l a r  l o c a l  
tax .  - 8/ 

A second form of l o c a l  nonproperty t a x  r e s t r i c t i o n  stems from 
lrDil lon 's  rule ,Ir  which denies  any inherent  r i g h t  of  l o c a l  s e l f  
government. 9-/ Thus, t h e  cour t s  and a t t o r n e y s  genera l  have commonly 
he ld  t h a t  i n  t h e  absence of e x p l i c i t  a u t h o r i z a t i o n  o r  of reasonable 
impl ica t ion ,  p o l i t i c a l  subdiv is ions  of t h e  S t a t e  do not  possess '  t h e  
power t o  t ax .  Typical  of t h i s  form of  r e s t r i c t i o n  i s  t h e  Apr i l  28, 
1953 r u l i n g  of  t h e  Attorney General of Alaska, denying m u n i c i p a l i t i e s  
t h e  power t o  levy  gaso l ine  t axes ,  He s t a t e d ,  "Where t h e r e  i s  doubt 
a s  t o  whether o r  no t  a munic ipa l i ty  has been granted  a power which i t  
claims,  such doubt i s  t o  be  reso lved  a g a i n s t  t h e  use  of such power 
by t h e  municipal i ty ."  The following i l l u s t r a t e s  t h e  cour t  opin ion  on 
t h e  ques t i on r  

The a u t h o r i t y  t o  t a x  i s  not  only a delegated 
a u t h o r i t y  conferred by t h e  S t a t e ,  but  i t  i s  
assumed t h a t  t h e  S t a t e  has given a l l  i t  i n -  
tended should be  exerc ised ,  and t h e  g r a n t ,  l i k e  
t h a t  of a l l  s p e c i a l  and l i m i t e d  g r a n t s ,  is  t o  
be  s t r i c t l y  construed.  Where municipal 
a u t h o r i t y  t o  t a x  i s  doubt fu l ,  t h e  doubt i s  t o  
b e  reso lved  a g a i n s t  t h e  t a x  and i n  favor of t h e  
taxpayer.  lo-/ 

The t h i r d  type of  l o c a l  nonproperty t a x  r e s t r i c t i o n  involves 
those in s t ances  where au thor i za t ion  of c e r t a i n  l o c a l  nonproperty t axes  

l i m i t a t i o n s ,  a s  f o r  example, maximum t a x  r a t e s ,  i s  accompanied by 

8/ See, S t a t e  v.  - 
and Tel .  g., -- 

Car re l ,  99 O.S. 220; C i ty  of Cinc inna t i  v .  Am. Te l .  -- - 
112 O.S. 493: and C i tv  of Cinc innat i  e t  a l .  v .  

C- -- 
Cincinnat i  --- O i l  Works Co. ( 'SO), 123 O.S. 448, 175 N.E. 699: 

9/ This r u l e  was formulated by Judge John F. D i l lon ,  a noted a u t h o r i t y  - 
on municipal corpora t ions ,  i n  h i s  Municipal Corporat ions,  Sec. 55, 
f i r s t  ed., 1872. "It i s  t h e  genera l  and undisputed p ropos i t ion  of  
law t h a t  a municipal corpora t ion  possess ,  and can exe rc i se ,  t h e  
fol lowing powers, and no others:  F i r s t ,  those granted  i n  expreds 
w o r d s  second, those necessa r i ly  o r  f a i r l y  implied i n ,  o r  i nc idqn t  
-9 

t o ,  t h e  powers express ly  granted;  t h i r d ,  those e s s e n t i a l  t o  t h e  
dec lared  o b j e c t s  and purposes of t h e  corpora t ion  -- no t  simply 
convenient,  but  indispensable." (Underlining i s  by Dil lon.)  

10/ Eugene Theatre  &. v_. Eugene ( '52) ,  194 O r .  603, 243 P. 2d 1060. 



a p p l i c a b i l i t y  t o  only c e r t a i n  l o c a l i t i e s ,  and s p e c i f i c a t i o n s  a s  t o  
t h e  t a x  base.  

P roh ib i t ions .  S p e c i f i c  p roh ib i t ions  aga ins t  l o c a l  nonproperty 
taxes  appear mainly i n  t h e  s t a t u t e s .  The few ins t ances  of  e x p l i c i t  
c o n s t i t u t i o n a l  p roh ib i t ions  occur i n  some southern S t a t e s .  The 
Louisiana c o n s t i t u t i o n  p r o h i b i t s  l o c a l  motor f u e l  and severance 
taxes.  11/ A 1953 amendment t o  t h e  Tennessee c o n s t i t u t i o n  f o r b i d s  t h e  
General Assembly t o  au thor i ze  any munic ipa l i ty  t o  t a x  incomes and 
e s t a t e s .  121 F l o r i d a ' s  c o n s t i t u t i o n a l  p r o h i b i t i o n  of income t a x a t i o n  
has a l r eady  been mentioned. 12/ C i t i e s  wi th in  Walker County, Alabama, 
under a  1957 c o n s t i t u t i o n a l  amendment, a r e  no longer  permit ted t o  
levy  payro l l  taxes  on wages and s a l a r i e s .  Outside the  South, t h e  
only c o n s t i t u t i o n a l  p r o h i b i t i o n s  on l o c a l  nonproperty taxes a r e  found 
i n  Ohio and Oregon, where l o c a l  p o l l  taxes  a r e  forbidden. 

The Virg in ia  c o n s t i t u t i o n  provides f o r  s epa ra t ion  of t a x  sources 
between t h e  S t a t e  and t h e  l o c a l  governments. 1&/ It s p e c i f i c a l l y  
g ives  t h e  General Assembly t h e  r i g h t  t o  t a x  income, 15/ and t h e  l e g i s -  
l a t u r e  i n t e r p r e t e d  t h i s  t o  mean t h a t  t h e  income t a x  i s  reserved t o  
t h e  S t a t e  and denied t o  t h e  l o c a l i t i e s .  The s t a t u t o r y  p rov i s ion  
reads  r 

"Incomes having been segregated f o r  S t a t e  
t a x a t i o n  only,  no county, c i t y ,  town o r  o t h e r  
p o l i t i c a l  subdiv is ion  of t h i s  S t a t e  s h a l l  
impose any t a x  o r  levy upon incomes ." 161 

Real e s t a t e  t axa t ion  i s  denied t h e  S t a t e  by the  Vi rg in i a  c o n s t i t u t i o n ,  
and i s  l e f t  t o  t h e  l o c a l  governments. 17/ The c o n s t i t u t i o n  s t i p u l a t e s  
a  S t a t e  p o l l  t a x  of  up t o  $1.50 and provides t h a t  t h e  General Assembly 
may au thor i ze  a  l o c a l  p o l l  t a x  of up t o  $1.00. 181 Although t h e  
Colorado c o n s t i t u t i o n  does not  s p e c i f i c a l l y  proh?bit l o c a l  income taxes ,  
i t s  Supreme Court he ld  t h a t  t h e  c o n s t i t u t i o n  r e se rves  f o r  t h e  S t a t e  t h e  
r i g h t  t o  impose an  income t ax ,  and not  even t h e  General Assembly has t h e  
power t o  de lega te  such taxing a u t h o r i t y  t o  any p o l i t i c a l  subdiv is ion .  l2/ 

Louisiana Cons t i tu t ion ,  A r t .  X, Sec. 21 and A r t .  X I V ,  Sec. 24.1. 
Tennessee Cons t i tu t ion ,  A r t .  X I ,  Sec. 9, a s  amended. 
F lo r ida  c o n s t i t u t i o n ,  Ar t .  I X ,  Sec. 11. 
Virg in ia  Cons t i tu t ion ,  A r t .  X I I I ,  Sec. 168. 
I b i d  Ar t .  X I I I ,  Sec. 170. 
Virg in ia  Code, Sec. 58-80. 
Virg in ia  Cons t i tu t ion ,  A r t .  X I I I ,  Sec. 171. 
Ib id . ,  A r t .  X I I I ,  Sec. 173. 
C i ty  and County of Denver v. S t r e e t  g; Cola. Sup. C t . ,  Aug. 30, 
1958. 



There a r e  s t a t u t o r y  prohibi t ions  on one o r  more of the  major 
nonproperty taxes i n  over hal f  the  S t a t e s .  The extent  of such pro- 
h i b i t i o n s  v a r i e s  wi th  the  kind of tax.  More S t a t e s  (14) forbid  
l o c a l  gasol ine  taxes than any of the  o the r  imposts. Local use of 
c i g a r e t t e  taxes i s  prohibi ted  by the  s t a t u t e s  i n  10 S ta tes ;  a l coho l ic  
beverage taxes i n  nine; and income taxes i n  s i x .  So f a r  a s  could be 
determined, the re  a r e  very few s p e c i f i c  prohibi t ions  of loca l  
admissions taxes. 

Usually prohibi t ions  a r e  intended t o  pre-empt cee ta in  f i e l d s  f o r  
exclusive S t a t e  taxat ion.  Pre-emption i s  g e n s a l l y  accomplished by 
the  s t a t u t o r y  s t i p u l a t i o n  t h a t  the  S t a t e  t ax  i s  " in  l i e u  of" any 
o the r  (similar)  tax by i t s  p o l i t i c a l  subdivisions.  Sometimes o the r  
language i s  used. I n  Washington, f o r  example, the  s t a t u t e s  p roh ib i t  
l o c a l  s a l e s  and use taxes by expressly reserving such taxes t o  the  
State:  

The S t a t e  pre-empts the  f i e l d  of imposing taxes 
upon r e t a i l  s a l e s  of tangible  personal property,  
the  use of tangible  personal property, .. . and 
no county, town, o r  o the r  municipal subdivision 
s h a l l  have the  r i g h t  t o  impose taxes of t h a t  
na ture .  201 

Washington a l s o  p roh ib i t s  loca l  motor f u e l  taxes on the  ground t h a t  
the  S t a t e  tax  . . . 

i s  i n  l i e u  of any excise,  p r iv i l ege ,  o r  occu- 
pat ion tax  upon the  business of manufacturing, 
s e l l i n g ,  o r  d i s t r i b u t i n g  motor vehic le  f u e l ,  
and no c i t y ,  town, county, township,or o ther  
subdivision o r  municipal corporat ion of the  
S t a t e  s h a l l  levy o r  c o l l e c t  any excise  t ax  
upon o r  measured by the  s a l e ,  r e c e i p t ,  d i s t r i -  
bution,  o r  use of motor veh ic le  f u e l .  21/ 

There a r e  o ther  va r ia t ions  i n  s t a t u t o r y  prohibi t ions  aga ins t  
loca l  nonproperty t ax  l e v i e s .  Occasionally s t a t u t o r y  provisions 
r e l a t i n g  t o  a p a r t i c u l a r  S t a t e  t ax  a r e  accompanied by a statement 
t h a t  nothing i n  the  law s h a l l  be construed a s  authorizing a s imi la r  
l o c a l  tax .  Thus, the  Mississippi  s t a t u t e  imposing the S t a t e ' s  

20/ Washington Revised Code, Sec. 82 .02.020. 
2r/ Ib id . ,  Sec. 82i36.440. 



privilege tax on tobacco products provides that "... nothing in this 
Section shall be construed to permit the taxation by municipalities 
or (county) boards of supervisors of the privilege taxed by this 
Act .I1 2 2 /  Commonly prohibitions against local nonproperty tax levies 
are resiricted to only excise taxes; local license taxes are permitted. 
Thus, although the Georgia law forbids local motor fuel excise taxes, "... the levying by municipalities of reasonable flat license fees or 
taxes upon the business of selling motor fuel ..." is permitted. 22/ 

Authorizations and related limitations. Most State constitu- - 
tions and the statutes of 11 States contain no specific provisions 
relating to local power to levy the major nonproperty taxes discussed 
here -- neither prohibitions nor authorizations, 24/ In six more 
States the statutes deal only with the prohibitionof local gasoline 
taxes; 2 5 1  and the South Dakota statutes contain only an income tax 
prohibityon. As in the case of prohibitions, specific constitutional 
authorization of nonproperty taxes occurs in a very few States. Thus, 
the authorizations that do occur are primarily statutory. 25/ 

The fact that so many State constitutions and statutes are 
virtually silent on the matter of local nonproperty taxation as a 
revenue measure explains the spotty use of such taxes. As has been 
seen, the application of   ill on's rule to local taxing powers almost 
necessitates specific legislative or constitutional authorization for 
local imposition of nonproperty taxes. The States in which local 
governments have availed themselves of nonproperty taxes are those 
which have provided either specific or implied authorization for them, 
Details concerning the nature of the authorization and their related 
limitations will be discussed subsequently under each type of tax, 

Once a local nonproperty tax is authorized, it usually carries 
with it certain limitations. These limitations may apply to the rate, 

Mississippi Code, Sec. 10178. 
Georgia Code, Sec. 9Z-l403(G) . 
Arizona, Connecticut, Delaware, Maine, Massachusetts, Montana, 
Nebraska, New Hampshire, North Dakota, South Carolina, and 
Vermont. 
Arkansas, Colorado, Georgia, Kentucky, Michigan, and Minnesota. 
Aside from the constitutional authorization of a gasoline tax 
in Missouri, the only other specific constitutional authoriza- 
tions identified apply to poll taxes in Kentucky, Mississippi, 
North Carolina, South Carolina, Tennessee, Virginia, and 
Wyoming. 



t o  t h e  scope o r  degree of genera l  a p p l i c a b i l i t y  t o  l o c a l  kovernments, 
t o  t h e  purpose f o r  which the  revenues may be  used, t o  the l requi rement  
of l o c a l  v o t e r  approval ,  and t o  t h e  coverage o r  base  of t h e  t a x .  
Maximum r a t e  l i m i t a t i o n s  gene ra l ly  accompany s p e c i f i c  au thor i za t ions  
t o  levy  l o c a l  nonproperty t axes ,  but  a r e  commonly omit ted when l o c a l  
a u t h o r i t y  t o  levy  such taxes  stems from home r u l e  powers. 

Local nonproperty tax ing  a u t h o r i t y  i s  most commonly given t o  
m u n i c i p a l i t i e s ,  but  i n  a  few ins t ances  t h e  a u t h o r i t y  a p p l i e s  t o  o t h e r  
c l a s s e s  of l o c a l  government. Sometimes i t  i s  confined t o  only one o r  
a  few l o c a l  governments and r e s u l t s  from spec ia l  a c t s  of t he  l e g i s -  
l a t u r e .  Typical of t h i s  l a t t e r  phenomenon a r e  r ecen t  s p e c i a l  
l e g i s l a t i v e  a c t s  i n  Alabama and Louisiana g ran t ing  c e r t a i n  l o c a l i t i e s  
a u t h o r i t y  t o  levy s e l e c t e d  taxes ,  o f t e n  a t  prescr ibed  maximum t a x  
r a t e s .  I n  Virg in ia  s i m i l a r  a u t h o r i t y  i s  granted t o  ind iv idua l  
mun ic ipa l i t i e s  when t h e  l e g i s l a t u r e  approves c h a r t e r  r e v i s i o n s ,  The 
S t ,  Louis income t a x  and t h e  New Orleans c i g a r e t t e  t a x  a r e  examples 
of s p e c i a l  l e g i s l a t i v e  a u t h o r i t y  app l i cab le  t o  only one c i t y  wi th in  
a  S t a t e .  

Voter approval i s  requi red  i n  only a  few of t h e  in s t ances  where 
l o c a l  nonproperty taxes  a r e  au thor ized ,  but  i s  more common f o r  l o c a l  
s a l e s  taxes  than f o r  o t h e r  nonproperty taxes .  Sometimes t h e  a u t h o r i t y  
i s  contingent  upon l o c a l  v o t e r  approval only a f t e r  p e t i t i o n  by a  
s p e c i f i e d  propor t ion  of t h e  v o t e r s .  For example, t h e  I -percent  
municipal g ross  r e c e i p t s  t axes  i n  New Mexico a r e  sub jec t  t o  v o t e r  
approval i f  t en .pe rcen t  of t h e  l o c a l  v o t e r s  p e t i t i o n  f o r  a  referendum, 
I n  c o n t r a s t ,  i n  one of t h e  very few ins t ances  of c o n s t i t u t i o n a l  non- 
proper ty  t a x  au thor i za t ion ,  Missouri r e q u i r e s  t h e  approval of two-thirds 
of t he  v o t e r s  a t  a  referendum be fo re  mun ic ipa l i t i e s  may levy  gaso l ine  
t axes .  

Author iza t ions  f o r  l o c a l  nonproperty taxes  a r e  gene ra l ly  not  
accompanied by r e s t r i c t i o n s  on the  uses  of t h e  t a x  proceeds, a l though 
t h e r e  a r e  a  few i s o l a t e d  in s t ances ,  Usually l o c a l  gaso l ine  taxes  must 
be used f o r  s t r e e t  o r  highway purposes. 

The coverage o r  base  of a  p a r t i c u l a r  l o c a l  t a x  i s  a l s o  r e s t r i c t e d  
i n  a  few ins t ances ,  For example, only about h a l f  t h e  S t a t e s  au thor i z ing  
l o c a l  genera l  s a l e s  taxes  permit t h e  l o c a l i t y  a l s o  t o  levy t h e  companion 
use t a x .  Local income t axes ,  i n  those few S t a t e s  pe rmi t t i ng  them, a r e  
sometimes r e s t r i c t e d  t o  earned income, a s  i n  Pennsylvania.  

I n  t h e  fol lowing sec t ions  t h e  var ious  s p e c i f i c  p r o h i b i t i o n s  and 
au thor i za t ions  f o r  s e l e c t e d  loca1,nonproperty taxes  a r e  discussed i n  
d e t a i l .  To t h e  ex ten t  t h a t  home r u l e  powers inc lude  implied au thor i za t ion  



f o r  l o c a l  nonproperty t axes ,  t hese  w i l l  a l s o  be discussed.  The 
taxes  covered a r e  those which have come i n t o  some l o c a l  use  i n  
recent  years  a s  s i g n i f i c a n t  producers of nonproperty t a x  revenue. 
These a r e  taxes  on income, genera l  s a l e s  and gross  r e c e i p t s ,  and 
exc i se  taxes  on admissions, a l c o h o l i c  beverages, c i g a r e t t e s ,  
gasol ine ,  and t h e  gross  r e c e i p t s  of p u b l i c  u t i l i t i e s .  Mention w i l l  
a l s o  be made of motor v e h i c l e  l i c e n s e s  and r e a l  e s t a t e  t r a n s f e r  
taxes .  

Income Taxes 

The imposi t ion of l o c a l  income taxes i s  s p e c i f i c a l l y  p roh ib i t ed  
i n  t h e  c o n s t i t u t i o n s  of  F lo r ida  and Tennessee, and i n  the  s t a t u t e s  of 
s i x  S t a t e s  (Alaska, Kansas, North Carol ina,  South Dakota, V i rg in i a ,  
and Wiscorisin). Only two S t a t e s  provide s p e c i f i c  a u t h o r i t y  f o r  l o c a l  
t axa t ion  of incomes --  Pennsylvania and Missouri -- but  the  l a t t e r  
has given t h i s  power only t o  S t .  Louis.  27/  I n  Alabama and Kentucky 
a number of l o c a l i t i e s  a r e  using income taxes under t h e i r  a u t h o r i t y  
t o  levy  l i c e n s e  taxes on bus inesses ,  occupations, p ro fes s ions ,  and 
t r ades .  A number of mun ic ipa l i t i e s  i n  Ohio, and t h e  c i t i e s  of  D e t r o i t  
and Hamtramck, Michigan, impose l o c a l  income taxes under t h e i r  genera l  
home r u l e  powers. 

I n  a  few S t a t e s ,  such a s  Arizona, Ca l i fo rn ia ,  Minnesota, Nebraska, 
and Oregon, mun ic ipa l i t i e s  may a l s o  have t h e  power t o  levy income taxes ,  
bu t  al though some have t r i e d ,  none has succeeded i n  doing so. 28/ - The 
Kansas c o n s t i t u t i o n  au thor i zes  c i t i e s :  

... t o  determine t h e i r  l o c a l  a f f a i r s  and govern- 
ment including t h e  levying of taxes ,  exc i ses ,  f e e s ,  
charges,  and o t h e r  exac t ions  except when and a s  t h e  
levying of any t ax ,  exc i se ,  f e e ,  charge, o r  o t h e r  
exac t ion  i s  l i m i t e d  o r  p roh ib i t ed  by enactment of 
t h e  l e g i s l a t u r e  app l i cab le  uniformly t o  a l l  c i t i e s  
of t he  same c l a s s .  29/ 

2 7 1  - New York Ci ty  was author ized  t o  impose a  l i m i t e d  payro l l  t a x  
i n  1953 (Chap. 202, laws 1953), but  has not  exerc ised  t h i s  
a u t h o r i t y .  However, under a  j o i n t  compact between New York 
and New Jersey ,  a  t ax  based on gross  pay ro l l s ,  i s  l ev ied  by 
t h e  New York--New Jersey  Waterfront  Commission on employers 
of water f ront  workers. 

28/ - Robert A .  Sigafoos, The Municipal Income - Tax: - I ts  His tory  and 
Problems (Public Administrat ion Service,  1955), p ,  5  f f .  

29/ Kansas Cons t i tu t ion ,  A r t .  X I I I ,  Sec. 5 (b ) .  



However, t h e  Kansas l e g i s l a t u r e  has s p e c i f i c a l l y  p roh ib i t ed  l o c a l  
p o l i t i c a l  subdiv is ions  from levying a l l  of t h e  major nonproperty 
taxes .  C i t i e s  i n  C a l i f o r n i a  and Arizona have used t h e i r  home r u l e  
powers t o  levy s a l e s  taxes ,  bu t  none has at tempted t o  use  income 
taxes .  An opin ion  has been voiced i n  C a l i f o r n i a  t o  t h e  e f f e c t  t h a t  
t h e  t a x  a u t h o r i t y  language i n  t h e  c h a r t e r s  of some c i t i e s  i s  broad 
enough t o  permit t h e  levying of an  income t ax .  30/ The Nebraska 
cour t s ,  i n  a t  l e a s t  two cases ,  have he ld  t h a t  t h e  home r u l e  c i t i e s  
of  Grand I s l and ,  Lincoln,  and Omaha have broad l o c a l  tax ing  powers 
under t h e i r  c h a r t e r s ,  bu t  thus  f a r  none of t hese  c i t i e s  has u t i l i z e d  
these  powers. 31/ 

Pennsylvania has provided t h e  broades t  a u t h o r i t y  f o r  l o c a l  
nonproperty t axa t ion  i n  t h e  country. Under t h e  so -ca l l ed  " tax  
anything" law most l o c a l  governments, except count ies ,  can choose 
from among a l a r g e  v a r i e t y  of  taxes: income, amusement, p e r  c a p i t a ,  
mercant i le ,  mechanical devices,  occupation, and r e a l  proper ty  t r a n s f e r  
taxes .  321 The l a w  s p e c i f i c a l l y  p r o h i b i t s  l o c a l  taxes  on u t i l i t y  
g ross  r e c e i p t s ,  c e r t a i n  kinds of admissions taxes ,  a s  we l l  a s  severance 
and personal  proper ty  taxes .  It a l s o  p r o h i b i t s  school d i s t r i c t s  from 
taxing  t h e  incomes of  nonres idents .  There a r e  a number of r a t e  
l imi t a t ions :  income t ax ,  1 percent ;  pe r  c a p i t a  t ax ,  $10; mercan t i l e  
taxes ,  1 m i l l  on wholesalers  and 2 m i l l s  on r e t a i l e r s ;  admissions, 
10 percent ;  and r e a l  e s t a t e  t r a n s f e r ?  1 percent .  I n  add i t ion ,  t h e r e  

Robert A. Sigafoos,  OJ. c i t . ,  p. 8. fn .  - 
"The purpose of t he  c o n s t i t u t i o n a l  provis ion  (as  t o  home r u l e  
cha r t e r s )  i s  t o  render  c i t i e s  independent of s t a t e  l e g i s l a t i o n  
a s  t o  a l l  s u b j e c t s  which a r e  of s t r i c t l y  municipal concern; 
t he re fo re ,  a s  t o  such ma t t e r s  genera l  laws app l i cab le  t o  c i t i e s  
y i e l d  t o  t h e  charter ."  Consumers Coal E. x. Ci ty  of Lincoln, - 
109 Neb. 51, 189 N.W. 643. 

"The l i m i t a t i o n  of $365,000 taxes ,  t o  be  l e v i e d  i n  c i t i e s  of 
t he  populat ion of Lincoln,  provided f o r  by t h e  l e g i s l a t u r e  i n  t h e  
genera l  c h a r t e r ,  d i d  not  bind t h e  c i t y  a f t e r  i t  adopted a home 
r u l e  c h a r t e r  a s  t o  t axes  f o r  pure ly  municipal purposes." Eppley 
Hotels  E. v. Ci ty  of Lincoln ( '37) ,  133 Neb. 550,276 N o  W e  196. 
General Enabling Act of June 25, 1947 (Act 481). Phi lade lphia  
does not  come under t h i s  a c t ,  having been given s i m i l a r  tax ing  
powers i n  1932 (S te r l ing  Act,  Law 45) . The " t ax  anything" 
des ignat ion  stems from a s e c t i o n  of Act 481, which au thor i zes  
l o c a l  governments t o  t a x  anything t h e  Commonwealth has t h e  power 
t o  t a x  but  which i t  does not  t a x ,  



i s  an o v e r a l l  l i m i t  on t h e  amount of revenue a  j u r i s d i c t i o n  may r a i s e  
from t axes  l e v i e d  under Act 481:: t h e  equiva lent  of a  12-mill  l evy  
on t h e  market va lue  of r ea1 ,p rope r ty .  

Thousands of i nd iv idua l ly  administered nonproperty taxes  have 
been imposed by a l l  kinds of  Pennsylvania l o c a l  governments under 
Act 481. There a r e  we l l  over 2500 pe r  c a p i t a  taxes ,  numerous r e a l  
e s t a t e  t r a n s f e r  and admissions taxes ,  and more than 1200 income t axes ,  
Income taxes  a r e  p resen t ly  l e v i e d  by about 300 mun ic ipa l i t i e s  ( c i t i e s  
and boroughs), 850 school d i s t r i c t s ,  and 80 townships i n  Pennsylvania,  
As mentioned above, t h e  maximum al lowable r a t e  i s  1 percent ;  a c t u a l  
r a t e s  range from % percent  t o  the  maximum. Only earned income of 
ind iv idua l s  ( s a l a r i e s ,  wages, and n e t  income from profess ions  and 
unincorporated businesses)  can be  taxed by l o c a l  governments, and 
school d i s t r i c t s  a r e  confined t o  tax ing  t h e  incomes of r e s i d e n t s  only ,  
Where overlapping j u r i s d i c t i o n s  each levy an  income t ax ,  t h e  t o t a l  
cannot exceed 1 percent ,  and t h e  r a t e  must be  shared equal ly  between 
t h e  j u r i s d i c t i o n s  un le s s  they agree  t o  a  d i f f e r e n t  d i s t r i b u t i o n .  The 
law does not  provide f o r  S t a t e  coordinat ion of any of the  taxes  l ev ied  
under i t s  a u t h o r i t y ,  but  i t  au thor i zes  l o c a l  governments t o  e n t e r  i n t o  
agreements f o r  j o i n t  c o l l e c t i o n  of  such taxes .  A number of school 
d i s t r i c t s  and mun ic ipa l i t i e s  have made such agreements a s  t o  income 
and r e a l  e s t a t e  t r a n s f e r  taxes .  

Over 60 c i t i e s  and v i l l a g e s  i n  Ohio have enacted l o c a l  income t a x  
laws under a  c o n s t i t u t i o n a l  home r u l e  provis ion .  33/ The cour t s  and a  
S t a t e  Attorney General have he ld  t h a t  s i n c e  the  ~ t z t e  has not  pre-  
empted t h e  income t ax ,  mun ic ipa l i t i e s  were f r e e  t o  levy i t .  34/ I n  
1957, the  S t a t e  l e g i s l a t u r e  enacted a  law l i m i t i n g  t h e  l o c a l  income t a x  
r a t e  t o  1 pe rcen t ,  except upon approval of  55 percent  of t h e  v o t e r s  a t  
a  genera l  e l e c t i o n  and 60 percent  of t h e  v o t e r s  a t  a  s p e c i a l  o r  primary 
e l e c t i o n ,  351 Thus f a r ,  no r a t e s  have exceeded 1 percent ,  The 1957 
law a l s o  f o r  c e r t a i n  exemptions and f o r  s tandard a l l o c a t i o n  of  
business  income i n s i d e  and o u t s i d e  mun ic ipa l i t i e s  w i th  l o c a l  income 
t axes ,  The Ohio income taxes  a r e  administered l o c a l l y ,  and t h e r e  i s  no 
provis ion  f o r  j o i n t  adminis t ra t ion .  Ind iv idua l s ,  unincorporated 
bus inesses ,  and corpora t ions  may be sub jec t  t o  t h e  t a x ,  depending upon 
t h e  provis ions  of t h e  p a r t i c u l a r  l o c a l  ordinance. 

I n  Kentucky 9 c i t i e s  and J e f f e r s o n  County levy income taxes  a s  
' toccupational l i c e n s e  taxes." The S t a t e  c o n s t i t u t i o n  l ays  t h e  ground- 
work f o r  t hese  taxes  by au thor i z ing  t h e  General Assembly t o  empower 

32/ Ohio Gonst i tu t ion ,  A r t .  X V I I I ,  Secs. 3  and 13. 
3&/ Angel1 1. Toledo, 153 OS 179, 91 NE(2d) 250; 1941 OAG 3712. 
35/ Ohio Revised Code, T i t l e  VII, Chap. 718. 



l o c a l  governments t o  impose l i c e n s e  taxes  on t h e  "various t r ades ,  
occupat ions,  and professions."  35/ J e f f e r s o n  County was given t h i s  
a u t h o r i t y  by s t a t u t e ,  and both  L o u i s v i l l e  and J e f f e r s o n  County a r e  
l i m i t e d  t o  a r a t e  of 1% percent .  37/ The J e f f e r s o n  County and 
L o u i s v i l l e  school d i s t r i c t s  were a l s o  au thor ized  t o  impose a s i m i l a r  
l i c e n s e  t ax ,  sub jec t  t o  a percent  l i m i t  and major i ty  approval of  
' t he  e l e c t o r a t e .  38-/ Other mun ic ipa l i t i e s  a r e  not  l i m i t e d  a s  t o  r a t e ,  
and t h e  r a t e s  imposed range from 1 t o  2 percent .  

Only one c i t y  i n  Alabama -- Gadsden -- has used i t s  l i c e n s i n g  
power, s i m i l a r  t o  t h a t  d iscussed  f o r  Kentucky, t o  enac t  an  income 
t ax .  As w i l l  be  seen,  however, a number of Alabama m u n i c i p a l i t i e s  
have l e v i e d  genera l  s a l e s  and exc i se  taxes  under t h i s  a u t h o r i t y ,  

Missouri  provides s p e c i f i c  a u t h o r i t y  t o  t h e  c i t y  of S t .  Louis 
only f o r  t h e  imposi t ion of a l o c a l  income t ax ,  l i m i t e d  t o  1 percent .  321 
S t .  Louis f i r s t  enacted a n  income t a x  ordinance under i t s  genera l  
home r u l e  powers, bu t  t h a t  ordinance was ru l ed  uncons t i tu t iona l  by t h e  
S t a t e  Supreme Court. 40/ Subsequently t h e  l e g i s l a t u r e  granted  S t .  Louis 
t h e  requi red  authority,  

D e t r o i t ,  a c t i n g  under a u t h o r i t y  of t h e  s t a t u t o r y  p rov i s ion  which 
g r a n t s  t o  c h a r t e r  c i t i e s  t h e  power t o  levy  " ren t s ,  t o l l s ,  and excises , t r  
enacted a 1 percent  income t ax ,  e f f e c t i v e  J u l y  1, 1962, app l i cab le  t o  
t h e  g ross  incomes of a l l  i nd iv idua l s  and t h e  n e t  p r o f i t s  of a l l  
bus inesses ,  both  r e s i d e n t s  and nonres idents ,  earning income i n  t h a t  
c i t y .  An i n i t i a l  cour t  t e s t  of t h e  c i t y  ordinance has upheld t h e  
c i t y ' s  a u t h o r i t y  on t h e  ground t h a t  an  income t a x  i s  i n  f a c t  an  exc i se  
tax ,  and t h e r e f o r e  wi th in  t h e  scope of t h e  c i t y ' s  tax ing  powers. 4&/ 
Hamtramck, Michigan, adopted a s i m i l a r  income tax ,  e f f e c t i v e  October 1, 
1962. 

General Sa le s  Taxes 

Local genera l  s a l e s  taxes  a r e  p roh ib i t ed  by s t a t u t e  i n  Indiana,  
Kansas, Missouri ,  North Carol ina ,  Washington, and Wyoming. There a r e  
no s p e c i f i c  c o n s t i t u t i o n a l  p roh ib i t ions .  I n  Ohio and Pennsylvania 

3&/ ~ k n t u c k ~  Const i tu t ion ,  Sec . 181. 
37/ Kentucky Revised S t a t u t e s ,  Secs. 68.180 and 91.200. 
38-/ Kentucky Revised S t a t u t e s ,  Secs. 160.531 - 160.534. 
39/  Missouri Revised S t a t u t e s ,  Secs. 92.110 - 92.200, 
40/ Car t e r  Carburetor  Co. 1. St. Louis,  356 Mo. 646 (1947); 203 S.W. - 

2nd 483. 
411 - Poindexter  - e t .  - a l .  v. Cavanagh s. &.; Dooley c. &. v .  C i ty  

of  D e t r o i t ,  C i r c u i t  Court of  Wayne County, J u l y  2, 1962: - 



Table 10. - Statutory Provisions Governing Imposition of General Sales Taxes by Local Governments: 1962 

State and type of local government 

Alabama 
Municipalities 
Counties 

Alaska 
Municipalities 
School districts 21 

Arizona 
Municipalities 61 

California 
Municipalities 
Counties 

Colorado 
Municipalities 61 

Illinois 
I Municipalities 

\O Counties 

' Louisiana 
Municipalities 
Parishes 

Mississippi 
Municipalities 

New Mexico 
Municipalities 

New York 
Municipalities 
Counties 
School districts 1q 

Oklahoma 
Municipalities '51 

Oregon 
Municipalities 16' 

Utah 
Municipalities 
Counties 

Virginia 
Municipalities '5' 

See footnotes on next page. 

Statutory 
authority 

Bus. & Occup'l Lic. 
Specific 31 

Specific 
Specific 

Home rule 

Specific If 
Specific 

Home rule 

Specific 
Specific 

Specific 
Specific 

Specific 

Specific 

Specific 
Specific 
Specific 

Specific 

Specific 

Specific 
Specific 

Specific '8' 

Number 
using 

24 
25 

3 2 
4 

8 

3;; 1 
4 

lal:: l 
I:] 

135 

18 

I 

;: ] 
1 

Scope 

Sales & Use 
Sales & Use 

Sales 
Sales 

Sales 

Sales & Use 

Sales & Use 

Sales 

Sales & Use 

Sales 

Sales 

Sales & Use 

Sales 

Sales 

Sales & Use 

Sales & Use 

Rate limits 

None 
1% 11 

39. 61 
2 

None 

7 I 146 - 

None 

0.5% 

1% 

0.5% or 1% 

1% 

2% 121 

1% 

None 

0.5% 

3% 

Apportionment 
of proceeds 

NO overlapping 11 
No overlapping 11 

No overlapping 
No overlapping 

Not applicable 

Shared 81 

Not applicable 

No overlapping 

No overlapping 

Not applicable 

Not applicable 

Shared '3' 

Not applicable 

Not applicable 

Not applicable 

Iter approval 

No 
Yes 31 

Yes 
Yes 

NO 

No 

No 

No 

Yes 

Yes 91 

No 101 

No 
No 
yes12/ 

Yes 

No 

NO 

No 

Administration 

Local 21 
State E/  

Local 
Local 

Local 

State 11 

Local 

State 

Local 

State 

State 

~ocallS1 
~ocal Q' 
Local 

Local 

Local 

State 

Local 



� able 10. - Sta tu tory  Provis ions  Governing Imposition of General Sa les  Taxes by Local Governments (Concluded) 

County r a t e s  s p e c i f i e d  i n  l e g i s l a t i v e  enactments take  account of  any c i t y  s a l e s  taxes ,  
The s t a t u t e s  app l i cab le  t o  indiv idual  count ies  usua l ly  r e q u i r e  S t a t e  adminis t ra t ion ,  but  not  
always. I n  some ins tances ,  c i t y  s a l e s  taxes  a r e  requi red  by s p e c i a l  l e g i s l a t i o n  t o  be 
co l lec ted  by t h e  S t a t e  Department of Revenue, 
Speci f ic  s t a t u t o r y  a u t h o r i t y  i s  given t o  ind iv idua l  count ies .  Voter approval i s  requi red  i n  
some cases,  
F i r s t  c l a s s  c i t i e s ,  f i r s t  and second c l a s s  boroughs; otherwise 2X0 
Applies only t o  t e r r i t o r y  o u t s i d e  c i t i e s .  
Home r u l e  c i t i e s  only ,  
C i t i e s  a l s o  have t h e  a u t h o r i t y ,  under t h e i r  home r u l e  o r  genera l  l i cens ing  powers, t o  impose 
local ly-administered s a l e s  taxes ,  See page 9 3 ,  
A c i t y  tax  may be a t  any r a t e  up t o  1% and must be c r e d i t e d  a g a i n s t  t h e  countywide 1% tax.  
Required f o r  t h e  1% r a t e ,  bu t  n o t  f o r  t h e  0.5% r a t e  un le s s  twenty percent  of v o t e r s  so p e t i t i o n .  
Not required unless  a  s p e c i f i e d  percentage o f  v o t e r s  p e t i t i o n ,  
Jo in t  county-city adminis t ra t ion  i s  author ized .  
Three percent  i n  Monroe County. 
Shared equally: 1 percent  each t o  c i t i e s  and count ies ,  un less  school d i s t r i c t s  a r e  a l s o  levying 
t h e  tax ,  i n  which case  each tax ing  u n i t  rece ives  one- th i rd  of t h e  maximum r a t e .  
School d i s t r i c t s  t h a t  a r e  coterminous wi th  o r  p a r t l y  wi th in  c i t i e s  of l e s s  than 125,000 
population, 
Only those c i t i e s  proclaimed by t h e  Governor t o  be su f fe r ing  from a d i s a s t e r  (e,g., tornado),  
and f o r  a  maximum per iod  of 30 months. No Oklahoma c i t y  has  l e v i e d  s a l e s  taxes  under t h i s  
au thor i ty ,  
C i t i e s  with populat ions of 9,000 - 10,500 only,  but  none i s  p resen t ly  using t h i s  au thor i ty .  
The c i t y  tax (0.5%) must be c r e d i t e d  a g a i n s t  t h e  county t ax .  
The c i t y  of B r i s t o l  only,  under s p e c i a l  l e g i s l a t i v e  au thor i za t ion .  



l o c a l  genera l  s a l e s  taxes  a r e  apparent ly  p roh ib i t ed  because t h e  S t a t e  
has preempted t h e  f i e l d .  

Twelve S t a t e s  provide s p e c i f i c  s t a t u t o r y  au thor i za t ion  f o r  
l o c a l  s a l e s  t axa t ion ,  and another  two (Arizona and Colorado) have 
c o n s t i t u t i o n a l  home r u l e  provis ions  which have been i n t e r p r e t e d  t o  
imply au thor i za t ion  f o r  s a l e s  taxes i n  c e r t a i n  c i t i e s  (Table 10) .  

Rate l i m i t a t i o n s  vary from 0.5 percent  f o r  I l l i n o i s  and Utah 
c i t i e s  and counties  t o  3 percent  f o r  c e r t a i n  c i t i e s  i n  Alaska and f o r  
B r i s t o l ,  Vi rg in ia ,  Although t h e r e  i s  l i m i t e d  au thor i za t ion  f o r  
mun ic ipa l i t i e s  i n  Oklahoma and Oregon t o  impose genera l  s a l e s  taxes ,  
none has done so. I n  Alabama a number of c i t i e s  have l ev ied  genera l  
s a l e s  taxes  a t  r a t e s  ranging from 0.5 percent  t o  2 percent  under t h e i r  
genera l  power t o  levy business  and occupation l i c e n s e  taxes .  There 
i s  no State-imposed r a t e  l i m i t .  Nor do t h e  home r u l e  powers under 
which some munic ipa l i t i e s  i n  Arizona and Colorado have imposed genera l  
s a l e s  taxes  ca r ry  any r a t e  l i m i t a t i o n .  

Virg in ia  au thor ized  B r i s t o l  t o  levy  a genera l  s a l e s  t a x  because 
of i t s  p e c u l i a r  geographic pos i t i on .  That c i t y  i s  divided by t h e  
Virginia-Tennessee boundary, so  t h a t  t h e r e  a r e  two contiguous c i t i e s  
of B r i s t o l  -- one i n  each S t a t e ,  each wi th  about ha l f  t h e  t o t a l  
populat ion.  Since B r i s t o l ,  Tennessee, i s  sub jec t  t o  t h e  S t a t e  s a l e s  
t ax ,  t he  Virg in ia  l e g i s l a t u r e  au thor ized  a c i t y  t a x  a t  an equiva lent  
r a t e  f o r  B r i s t o l ,  Vi rg in ia .  

Voter approval i s  mandatory f o r  l o c a l  s a l e s  taxes  i n  Alaska, 
Louisiana,  Miss i s s ipp i ,  and Oklahoma. I n  Miss i s s ipp i  vo te r  approval 
i s  mandatory f o r  t h e  1 percent  s a l e s  tax ,  bu t  i s  only requi red  f o r  
t he  0.5 percent  r a t e  i f  twenty percent  of t h e  e l i g i b l e  v o t e r s  p e t i t i o n .  
Voter approval i n  New Mexico c i t i e s  i s  requi red  i f  t e n  percent  of t h e  
e l i g i b l e  v o t e r s  p e t i t i o n .  Ce r t a in  Alabama count ies  have received 
s p e c i a l  l e g i s l a t i v e  a u t h o r i t y  t o  levy genera l  s a l e s  taxes ,  sub jec t  i n  
some ins tances  t o  e l e c t o r a l  approval ,  Independent and incorporated 
school d i s t r i c t s  i n  Alaska and c e r t a i n  school d i s t r i c t s  i n  New York a r e  
a l s o  au thor ized  t o  levy a s a l e s  t ax ,  sub jec t  t o  vo te r  approval.  

F ive  S t a t e s  (Cal i forn ia ,  I l l i n o i s ;  Miss i s s ipp i ,  New Mexico, and 
Utah) provide genera l  au tho r i za t ion  t o  mun ic ipa l i t i e s ,  count ies ,  o r  
both t o  enact  l o c a l  supplements t o  t h e  S t a t e  genera l  s a l e s  t ax .  I n  
a l l  i n s t ances  these  l o c a l  supplements a r e  State-administered.  Alabama, 
by s p e c i a l  l e g i s l a t i o n ,  has au thor ized  c e r t a i n  count ies  t o  levy  a 
genera l  s a l e s  t ax ,  u sua l ly  t o  be administered by the  S t a t e  Department 
of  Revenue . 



The a u t h o r i t y  f o r  S t a t e  supplements a p p l i e s  i n  Miss i s s ipp i  and 
New Mexico t o  mun ic ipa l i t i e s  only.  C a l i f o r n i a  and Utah permit both  
count ies  and c i t i e s  t o  supplement t h e i r  S t a t e  s a l e s  taxes under 
somewhat s i m i l a r  laws. Both S t a t e s  a l low count ies  and c i t i e s  t o  
p a r t i c i p a t e  provided they con t rac t  w i th  t h e  S t a t e  f o r  admin i s t r a t ion  
of t h e  t ax ,  and a l s o  provided t h e  l o c a l  ordinance conforms t o  t h e  
S t a t e  s a l e s  t a x  a s  t o  base,  exemptions, and t h e  l i k e ,  

I n  Utah a county must have enacted a s a l e s  t a x  ordinance be fo re  
any of i t s  c i t i e s  can do so. Then i f  a c i t y  adopts  a s a l e s  t a x  
ordinance,  i t  must be a t  t h e  same r a t e  (0,5 percent)  a s  t h e  county 
t ax ,  and f u l l  c r e d i t  i s  allowed a g a i n s t  t h e  county tax .  

I n  Ca l i fo rn ia ,  a s  i n  Utah, a county must enact  a countywide 1 
percent  s a l e s  t a x  be fo re  any of i t s  c i t i e s  can impose a s i m i l a r  tax ,  
up t o  1 percent ,  administered by t h e  S t a t e .  The c i t y  t a x  i n  t h i s  
case  i s  c r e d i t e d  a g a i n s t  t h e  county t ax ,  so  t h a t  t h e  combined c i t y  
and county r a t e  i n s i d e  t h e  c i t y  cannot exceed 1 percent .  However, 
i n  enac t ing  t h e  l o c a l  supplement t o  t h e  S t a t e  genera l  s a l e s  t a x ,  
C a l i f o r n i a  d id  not  t ake  away from c i t i e s  t h e  a u t h o r i t y  t o  impose 
l o c a l l y  administered s a l e s  taxes under t h e i r  home r u l e  o r  genera l  
l i c e n s i n g  powers. A c i t y  could, t he re fo re ,  impose an  independent 
s a l e s  t a x  not  l i m i t e d  a s  t o  r a t e ,  bu t  i f  i t  d i d  so  t h e  c i t y  t a x  would 
no t  be  c r e d i t e d  a g a i n s t  t h e  county t ax .  Furthermore, i f  t h e  c i t y  t a x  
exceeded 1 percent ,  i t  could no t  be administered by the  S t a t e .  A t  
p re sen t ,  no C a l i f o r n i a  c i t y  has an independent genera l  s a l e s  tax .  

I l l i n o i s  a l s o  permits  count ies  and m u n i c i p a l i t i e s  t o  supplement 
t h e  S t a t e  s a l e s  t ax ,  but  t h e  county t a x  a p p l i e s  only t o  t h e  a rea  
o u t s i d e  mun ic ipa l i t i e s .  Thus, t h e r e  i s  no overlapping of l o c a l  s a l e s  
taxes  i n  t h a t  S t a t e ,  A s  i n  t h e  case  of Ca l i fo rn ia  and Utah, t h e  l o c a l  
s a l e s  taxes  must conform t o  the  S t a t e  t ax ,  and they a r e  State-adminis-  
t e r e d o  

New Fork i n  1947 provided broad a u t h o r i t y  t o  count ies ,  c i t i e s ,  
and c e r t a i n  school d i s t r i c t s  t o  impose a v a r i e t y  of l o c a l  nonproperty 
taxes ,  inc luding  l o c a l  s a l e s  taxes .  421 The taxes covered and t h e  
s p e c i f i e d  r a t e  l i m i t a t i o n s  are: genera l  s a l e s  and use  t a x ,  2 percent ;  
r e s t a u r a n t  meals, 3 percent ;  u t i l i t y  s e r v i c e s ,  3 percent ;  l i q u o r  
l i c e n s e s ,  up t o  25 percent  of S t a t e  l i c e n s e ;  admissions t axes ,  5 

42/ - Chapter 278, Laws of 1947. New York C i ty  i s  not  included i n  t h i s  
genera l  a u t h o r i t y ,  but  has wide nonproperty tax ing  powers under 
s p e c i a l  l e g i s l a t i o n .  



percent; coin operated amusement devices, $25 license fee per device; 
motor vehicle licenses, $5 on passenger vehicles 3,500 lbs. or less, 
and $10 on commercial vehicles and on passenger vehicles over 3,500 
lbs.; and hotel rooms, 5 percent. 

These nonproperty taxes in New York are locally administered, 
but the law provides for voluntary joint county-city administration. 
The law also provides for the issuance by the State Department of 
Taxation of model local ordinances and regulations pertaining to the 
nonproperty taxes covered by the general enabling act. A number of 
these have been issued. There is'also a system of priorities as to 
the kinds of taxes that can be used by counties and by cities. 
Furthermore, counties may share the proceeds of their taxes with 
school districts and cities. Neither Rochester nor Buffalo levy 
their own general sales taxes; they participate in the general sales 
taxes levied by their respective counties. In all, 5 counties, 7 
cities, and one school district in New York State have levied general 
sales taxes. 

In a number of States, municipalities are able, under general 
powers regulating business, to levy business and occupation taxes 
based on gross receipts. Rates are usually low and sometimes vary 
according to the kind of business; sometimes they are annual flat- 
rate fees varying with the amount of gross receipts. This kind of 
tax -- utilized by municipalities in such States as California, 
Kentucky, Missouri, New Mexico, North Carolina, Pennsylvania, Virginia, 
and West Virginia -- is more like a business license than like a gen- 
eral sales tax. Where gross receipts of retail establishments are 
taxed at a uniform rate and that rate is more than nominal, it 
resembles a retail sales tax, except that it cannot be billed to the 
purchaser. 

Gasoline Taxes 

In addition to the constitutional prohibition against motor fuel 
taxes in Louisiana, specific statutory provisions forbidding local 
gasoline taxes exist in Arkansas, Colorado, Florida, Georgia, Indiana, 
Kansas, Kentucky, Michigan, Minnesota, Nevada, North Carolina, Oklahoma, 
Texas, Washington, and Wisconsin -- a total of 16 States. g/ 

43/ The Florida statutory provision prohibiting local gasoline taxes, - 
permits cities that had gasoline taxes at the date of its enact- 
ment to retain them. Apparently only two cities are still 
imposing them. 



The cons t i tu t ion  of only one S t a t e ,  Missouri, s p e c i f i c a l l y  
author izes  l o c a l  gasol ine  taxes.  This author iza t ion,  a  recent ly  
enacted amendment, requires  approval by two-thirds of the  voters .  
To date ,  no c i t y  has requested su& app-reas previously 
over 100 munic ipal i t ies  i n  t h a t  S t a t e  were levying gasol ine  excise  
taxes.  The Alabama cons t i tu t ion ,  while not containing a general  
author iza t ion f o r  l o c a l  gasol ine  taxes,  authorizes Marshall County 
t o  impose a 3 cents  per gal lon motor f u e l  t ax  with approval of t h e  
e lec to ra te .  A provision i n  the  Wyoming cons t i tu t ion  might be con- 
s t rued t o  open t h e  door t o  loca l  motor f u e l  taxes: 

No moneys derived from fees ,  excises ,  o r  l i c e n s e  
taxes levied  by the  S t a t e  and exclusive of r eg i s -  
t r a t i o n  fees  and l i censes  excise  taxes imposed 

a county o rbmunic ipa l i ty ,  r e l a t i n g  t o  reg i s -  
t r a t i o n ,  operat ion o r  use of vehic les  on publ ic  
highways, s t r e e t s  o r  a l l e y s ,  o r  t o  f u e l s  used f o r  
propel l ing  such vehic les ,  s h a l l  be expended f o r  
o ther  than ... ( fo r  roads, s t r ee t s , and  t r a f f i c  
sa fe ty ) .  45/ 

A number of Wyoming munic ipal i t ies  levy gasoline taxes.  

Local gasol ine  taxes a r e  authorized by the  s t a t u t e s  of four 
S ta tes .  Alabama c i t i e s  a r e  permitted t o  levy a t ax  on gasol ine  under 
t h e i r  business and occupation l i cens ing  powers, Certain counties i n  
t h a t  S t a t e  a l s o  have spec ia l  l e g i s l a t i v e  au thor i ty  t o  levy gasol ine  
excise taxes a t  r a t e s  from 1 t o  2 cents  per gal lon,  The four Hawaii 
counties a r e  levying gasol ine  taxes under s t a t u t o r y  au thor i ty  t h a t  
permits them t o  determine t h e i r  own r a t e s ,  but  the  proceeds must be 
used f o r  highway purposes, Certain counties i n  Miss iss ippi  may 
impose a t ax  on gasol ine  up t o  3 cents  per  gal lon f o r  the  purpose of 
providing seawall p ro tec t ion  f o r  roads,  New Mexico c i t i e s ,  towns, 
and v i l l a g e s  a r e  authorized by s t a t u t e  t o  impose a I cent  per  gal lon 
t a x  on gasol ine ,  f o r  general  municipal purposes, 

While prohibi t ing  loca l  motor f u e l  taxes,  the  Nevada s t a t u t e s  
impose a Statewide 1 cent per  gal lon tax,  i n  addi t ion  t o  the  regular  
5 cent  tax ,  which i s  re turnable  to  the  county i n  which i t  i s  col lec ted ,  
t o  be used f o r  county and municipal road and s t r e e t  purposes. 45/ 

4&/ Wyoming Const i tu t ion,  A r t .  XV, Sec. 16. Underlining i s  ours.  
451 Nevada Revised S t a t u t e s ,  Sec. 365.190. 



The governing body of any county may decline to accept the additional 
1 cent tax, in which case only the regular 5 cent tax would apply, but 
none of the 17 counties has done so. Since there is no provision for 
actual enactment by the local governing body of the "optionalw 1 cent 
gasoline tax, this is more nearly a State-imposed locally shared tax 
than a local gasoline tax. State gasoline taxes are, of course, 
shared with local governments (mainly counties) in most States. 

Cigarette Taxes 

Local cigarette taxes are explicitly prohibited in none of the 
State constitutions, but the statutes of ten States -; California, 
Iowa, Kansas, Maryland, Mississippi, Nevada, New Mexiko, Washington, 
West Virginia, and Wyoming -- prohibit them. 

Statutory authorization for local cigarette taxes',\,,exists to 
some degree in nine States. In five the authorization'\,is restricted 
to one or to only a few local units. Cities of the fo4th class in 
New Jersey (seashore resort cities) have legislative authority to 
impose cigarette excises. In New York only New York City has this 
authority. New Mexico in 1955 repealed the authority for local 
cigarette taxes, except that cities which had issued bonds to be paid 
from cigarette tax revenues were permitted to retain them. Only 
Santa Fe qualifies under this provision. Memphis and Shelby county, 
within which the city is located, have special authority to impose a 
1 cent tax per package of cigarettes. A few Virginia cities have 
similar authority. 

The other four States provide more widespread local authority to 
impose cigarette excise taxes, but in one (Illinois) the municipal 
power to levy the tax is contingent on the city's not imposing the 
retailer's occupation (sales) tax on cigarettes. At present, apparently 
no Illinois municipality has a cigarette excise tax. Of the remaining 
three States, Alabama has granted specific legislative authority to 
certain counties to levy 2- and 3-cent cigarette taxes. Alabama cities 
(almost 100 of them) are using their business and occupation licensing 
powers to impose cigarette taxes. Florida municipalities may impose 
excise taxes on cigarettes equivalent to the state's 5-cent rate. 
This local tax, which is used by almost all Florida cities, is adminis- 
tered by the State, and local retailers are permitted to credit the 
city tax against the State tax. These are, in a sense, State imposed 
locally shared taxes. Cities in Missouri are authorized to levy 
business and occupation taxes of an excise nature on certain explicitly 
stated objects, including cigarettes. 

In addition to the nine States that have authorized local cigarette 
taxes either through explicit statutory authority or as business and 



occupation taxes ,  o the r  S t a t e s '  munic ipal i t ies  may be a b l e  t o  levy 
c i g a r e t t e  taxes under home r u l e  char te r s .  However, only Colorado 
c i t i e s  have used these  powers. 

Alcoholic Beverage Excise Taxes 

Local a l coho l ic  beverage excise taxes a r e  s p e c i f i c a l l y  prohibi ted  
by s t a t u t e  i n  9  S ta tes .  These S t a t e s  a r e  Alaska, Cal i fornia ,  F lor ida ,  
Indiana, Kansas, Maryland (except f o r  s p e c i f i c  au thor i ty  f o r  a  beer 
tax  i n  Gar re t t  County), Tennessee, Texas, and Washington, 

Four S t a t e s  have supplied l o c a l  governments with e x p l i c i t  s t a t u t o r y  
au thor i ty ,  l imi ted  i n  scope, t o  impose excise  taxes on a lcoho l ic  
beverages. A few counties i n  Alabama have obtained spec ia l  author iza t ion 
from the  l e g i s l a t u r e  t o  impose excise taxes on brewed o r  malt beverages 
a t  spec i f i ed  maximum r a t e s .  Louisiana has authorized New Orleans t o  
impose excise taxes on beverages of high a lcoho l ic  content ,  subject  t o  
speci f ied  maximum r a t e  l i m i t s .  I n  addi t ion ,  parishes and munic ipal i t ies ,  
including New Orleans, a r e  permitted t o  impose a  $1.50 pe r  b a r r e l  t ax  
on beverages of low a lcoho l ic  content .  Fourth c l a s s  (seashore resor t )  
c i t i e s  i n  New Jersey a r e  given the  power t o  impose excise  taxes on 
a lcoho l ic  beverages. No r a t e  l i m i t s  a r e  spec i f i ed  by the  s t a t u t e s .  
West Virginia munic ipal i t ies  a r e  authorized t o  impose a  2 percent  excise  
t ax  on the  purchase p r i c e  of in toxicat ing l iquors .  

Although the  Tennessee s t a t u t e s  s p e c i f i c a l l y  p roh ib i t  loca l  b a r r e l  
and gallonage taxes on a lcohol ic  beverages, they author ize  counties and 
munic ipal i t ies  to-impose an excise tax  of up t o  17 percent of the  
wholesale p r i c e  of beer.  I n  Georgia the re  i s  ne i the r  s p e c i f i c  prohi- 
b i t i o n  nor author iza t ion f o r  l o c a l  a lcohol ic  beverage taxes.  However, 
the  S t a t e  s a l e s  tax law reads: "... no county o r  municipali ty s h a l l  be 
prohibi ted  from levying o r  co l l ec t ing  an excise t ax  on malt beverages 
and/or wine ." 45/ 

Admissions Taxes 

There a r e  very few s p e c i f i c  prohibi t ions  agains t  l o c a l  admissions 
taxes,  and only about a  dozen S ta tes  e x p l i c i t l y  author ize  such taxes .  
Included among the  l a t t e r  a r e  Idaho, I l l i n o i s ,  Louisiana, Maryland, 
New Jersey,  New York, Ohio, Pennsylvania, Tennessee, Virginia,  and 
Washington. widespread use of loca l  admissions taxes i s  found i n  only 

45/ Georgia Code, Sec. 92-2150.25. 



t h r e e  S t a t e s  -- Ohio, Pennsylvania,  and Washington. The a u t h o r i t y  
f o r  l o c a l  governments i n  Pennsylvania t o  impose admissions taxes -- 
up t o  10 percent  of t h e  p r i c e  of admissions -- i s  derived from 
Act 481, a l r eady  c i t e d .  Ohio and Washington repealed t h e i r  S t a t e  
admissions taxes  i n  t h e  e a r l y  post-war years ,  leaving  t h i s  f i e l d  t o  
mun ic ipa l i t i e s .  Washington l i m i t s  t h e  r a t e  of l o c a l  admissions taxes  
t o  5 percent ;  Ohio does not  l i m i t  r a t e s .  

I n  Louisiana only New Orleans may impose a  t a x  on admissions, 
up t o  a  maximum r a t e  of 5 percent ,  C i t i e s  of t h e  f o u r t h  c l a s s  i n  
New Je r sey  (seashore r e s o r t  c i t i e s )  a r e  au thor ized  t o  impose exc i se  
taxes on s e l e c t e d  sub jec t s ,  inc luding  amusements. A r a t e  l i m i t  of 
5 percent  a p p l i e s  t o  admissions taxes i n  New York c i t i e s  and count ies  
(New York Ci ty ,  whi le  not  bound by t h i s  l i m i t ,  has  a  5 percent  
admissions t a x ) ,  Tennessee c i t i e s  may impose a  2 percent  t a x  on 
t h e a t r e  admissions. I n  Virg in ia  t h e  a u t h o r i t y  t o  impose admissions 
taxes  i s  l i m i t e d  t o  c e r t a i n  c i t i e s .  

The major i ty  of t h e  S t a t e  laws apparent ly  conta in  no p rov i s ions  
r e l a t i n g  t o  l o c a l  admissions taxes .  I n  seve ra l  S t a t e s ,  however, 
l o c a l  governments t a x  admissions under t h e i r  genera l  s a l e s  and gross  
r e c e i p t s  taxes ,  sometimes a t  s p e c i a l  r a t e s .  

Publ ic  U t i l i t y  Taxes 

Very few s p e c i f i c  provis ions  can be found i n  the  s t a t u t e s  
au thor iz ing  l o c a l  t axa t ion  of pub l i c  u t i l i t y  se rv ices .  Yet,  pub l i c  
u t i l i t i e s  a r e  taxed l o c a l l y  on a s a l e s  o r  gross  r e c e i p t s  b a s i s  i n  
most S t a t e s .  Sa les  o r  gross  r e c e i p t s  taxes  on pub l i c  u t i l i t i e s  
brought $298 m i l l i o n  i n t o  l o c a l  t r e a s u r i e s  i n  1961, 47/ The 1957 
Census of Governments repor ted  some l o c a l  revenue from t h i s  source 
i n  37 S t a t e s  and the  D i s t r i c t  of Columbia. 48/ I n  genera l  pub l i c  
u t i l i t i e s  a r e  taxed by l o c a l  governments under t h e i r  regula tory  
powers, and i n  many ins t ances ,  these  f r anch i se  taxes  a r e  based on 
gross  r e c e i p t s  of t h e  u t i l i t y  corpora t ions .  

There i s  s p e c i f i c  s t a t u t o r y  a u t h o r i t y  f o r  l o c a l  t axa t ion  of t h e  
gross  r e c e i p t s  from u t i l i t y  se rv ices  i n  a t  l e a s t  e i g h t  S t a t e s .  I n  
each of those S t a t e s  t h e  a u t h o r i t y  c a r r i e s  w i t h  i t  a r a t e  l imi t a t ion :  
Alabama, 5 percent ;  F lo r ida ,  10 percent ;  I l l i n o i s ,  5 percent ;  
Miss i s s ipp i ,  2 percent ;  New York, 3 percent ;  Oklahoma, 2 percent ;  
Oregon, 5 percent ;  and Rhode I s l and ,  3 percent .  

411 U. S. Bureau of t h e  Census, Governmental Finances & 1961. 
48/ - See Table 8 ,  



Other Local Nonproperty Taxes -- 
Although not  s p e c i f i c a l l y  covered by t h i s  survey, mention should 

be made of two o t h e r  l o c a l  nonproperty taxes  t h a t  a r e  used by l o c a l  
governments a s  revenue sources -- motor v e h i c l e  l i c e n s e s  and r e a l  
e s t a t e  t r a n s f e r  taxes .  

Widespread use  of  locally-imposed motor v e h i c l e  l i c e n s e  taxes i s  
found i n  on ly  t h r e e  S t a t e s  --  I l l i n o i s ,  Missouri ,  and Virg in ia .  Fees 
vary from $2.50 t o  $12.50 i n  Missouri,  from $15.00 t o  $30.00 i n  
Chicago, and from $10 t o  $20 i n  o t h e r  I l l i n o i s  mun ic ipa l i t i e s .  V i rg in i a  
c i t i e s  and count ies  may s e t  f e e s  of any amount up t o  t h e  S t a t e  r a t e .  

Although l o c a l  motor v e h i c l e  l i c e n s e  taxes a r e  au thor ized  under 
t h e  1947 enabling a c t  i n  New York, few i f  any mun ic ipa l i t i e s  a r e  using 
them. New York Ci ty  l e v i e d  a  motor v e h i c l e  use  t ax  ($5 f o r  passenger 
veh ic l e s  and $10 f o r  commercial veh ic l e s )  i n  1952 and repea led  i t  i n  
1957. I n  1960 t h a t  c i t y  imposed a t a x  on commercial veh ic l e s  only.  
I n  a  number of S t a t e s ,  inc luding  Alabama, Miss i s s ipp i ,  Nebraska, South 
Dakota, and Texas, count ies  c o l l e c t  t h e  S t a t e  motor v e h i c l e  l i c e n s e  
taxes  and r e t a i n  a  po r t ion  f o r  t h e i r  own use.  This i s  s i m i l a r  t o  t h e  
s i t u a t i o n  i n  many o t h e r  S t a t e s  where t h e  S t a t e  c o l l e c t s  t h e  motor 
v e h i c l e  taxes  and shares  a  po r t ion  wi th  i t s  l o c a l  governments, u sua l ly  
f o r  highway purposes. 

Locally-imposed r e a l  e s t a t e  t r a n s f e r  taxes  a r e  a  f a i r l y  new 
development. Although a number of S t a t e s  have t h i s  type of t a x  a t  t h e  
S t a t e  l e v e l  -- usua l ly  a s  a  documentary recording f e e  - -  Maryland, 
Pennsylvania,  V i rg in i a ,  and Washington have provided genera l  au tho r i -  
z a t i o n  t o  t h e i r  l o c a l  governments t o  levy  s i m i l a r  taxes ,  and New York 
has empowered only New York Ci ty  t o  impose i t .  I n  Pennsylvania about 
700 l o c a l  governments, mostly school d i s t r i c t s ,  now have r e a l  proper ty  
t r a n s f e r  taxes .  Washington enabled i t s  count ies  i n  1951 t o  impose a  
r e a l  e s t a t e  exc i se  t a x  of up t o  1 percent  of t h e  s e l l i n g  p r i c e ,  t h e  
proceeds t o  be  used f o r  educat ional  purposes. A l l  count ies  i n  t h a t  
S t a t e  have l e v i e d  i t .  Maryland count ies  and the  c i t y  of Baltimore 
a r e  permi t ted  t o  supplement t h e  S t a t e  documentary recording stamp t ax ,  
and a  number of them have done so i n  r ecen t  years .  Vi rg in ia  c i t i e s  and 
count ies  were au thor ized  i n  1958 t o  impose a  recorda t ion  t a x  equal t o  
one - th i rd  of t h e  S t a t e  tax .  The New York Ci ty  r e a l  proper ty  t r a n s f e r  
t a x  was author ized  i n  1959. 
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State m d  types of 
local government 

Alabama 
Counties 
Municipalities 
School dists . 

Alaska 
Municipalities 
School dists. b1 
Pub. util. dists. b1 

Arizona 
Counties 

" Municipalities 
School dists . 

Arkansas 
Counties 
Municipalities 
School dists. 

California 
Counties 
Municipalities 
School dists . 
Special dists . 
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C-S 
C 
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S 
S 
S 

S 
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C-S 
C-S 

S 
S 
S 
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' limitation 
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Spec. 
Spec. 
Spec.. 

Spec. 
Spec. 
Spec. 

Spec. 
Spec. 

Spec. 
Spec. - 

Spec. 
Spec. 
Spec. 
Spec. 

Rate 
Rate 
Rate 

Rate 
Rate 
Rate 

~a t 
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NO-1 imi 

Rate 
Rate 
No limi 

Rate 
Rate 
Rate 
Rate 

Rate 

go. 0% 

d l l d  

21 
3-*I 

30 
20 
10 

2@/ 
b / 

:ions (1 

5 
5 

tions (1 

a/ 
10 
3 - 2&' 
21 

. imi t 

coverag& 

A1 1 
~ 1 1 5 ~  
All 

~1151 
A1 1 
A1 1 

General 
General 
: voters ro~ 

All 
A1 1 

: all taxes 

a/ 
~eneral 
General 

$1 

Provision 

)ebt semi 
exclusion51 

~artiael partiad1 

None 

A1 1 
All 

approve bud 

~artialal 
Partial?' 

lbject to vc 

a / 
~ i 1  
All 
21 

for exceeding 

pecified pu 
ose levied' 

None 
None 
None 

None 
None 
None 

Few 
Few 

t) 

Noae 
None 

r approval) 

a/ 
several 
Few 
21 

imi t 

Approved 
increasedl 

None 
None 
None 

None 
None 
None 

Voted 
Voted 

vo te+i 
Voted- 

a / 
voted 
Voted 
21 

Remarks 

;/ Up to 2.5 mills for debt service, 
plus another 2.5 mills for debt t 
incurred prior to 1875. 

11 But, numerous municipalities have 
been authorized higher limits by con- 
stitutional amendments. 

3 1  Excluding schools. z/ An additional 10 mills for servicing 
debt incurred prior to 1875. 

e /  Subject to voter approval. 

:/ Includes city and borough schools. 
!/ For a transitory period only. In the 

next two or three years, these taxing 
units will be incorporated into 
municipalities or boroughs (an area- 
type form of government authorized by 
the new Alaska Constitution). 

!/ But, with some exception, the current 
tax levy may not exceed the previous 
year's levy by more than 10%. Collnties 
with m r e  than $200 million assessed 
valuation are excluded fros this 
limitation. 

11 Tax levies are limited to an increase 
of 10% over the previous year's amount, 
except for certain purposes. 

11 Another 5 and 3 mills may be levied 
for servicing debt incurred prior to 
adoption of the tax limitation and 
its amendaents. 1st and 2nd class 
cities may also levy another 5 mills 
for servicing debt incurred for 
sped fied purposes. 

3/ At specified maximum rates and for 
specified purposes. 

There is no general limitation on 
counties, but county levies authorized 
for a few specified purposes are sub- 
ject to rate limitations. There are 
no limitations on county debt service 
levies. 

See end of table for numbered footnotes. 



State and types of 
local government 

California (Cont ' d) 

Colorado 
Counties 
Municipalities 
School dists . 
Special dists. 

' Connecticut 
F 

Delaware 
Counties 
Municipalities 
School dists. 

Florida 
Counties 
Municipalities 
School dists. 

Georgia 
Counties 
Municipalities b1 
School dists. d 

Hawaii 
Counties 
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Spec. 
Spec. 
Spec. 
Spec. 

Spec. 

Spec. 
Spec. 
Spec. 

Spec. 
Spec. 
Spec. 

Spec. 

Rate 
b / 

yT 21 
bl 

C 

No limi 

Rate 
No limil 
No limi, 

Rate 
Rate 
Rate 

Rate 
Rate 
Rate 

Rate 

Ratt 

a/t 
5-12- - 
b 1 

k., 51 
a/ 

tions 

5 
:ions E' 
:ions (1: 

8 
10 
10 

5 
5 
20 

16-l@ 

imi t 

coverag2/ 

General 
All 
All 
A1 1 

All 

all tax 1 

General 
A1 1 
A1 1 

General 
General 
A1 1 

A, la/ 

Provisioo 

)ebt servi e 
exclusioJ~ 

A1 1 
All 
A1 1 
A1 1 

ies are subj 

All 
A1 1 
All 

None 
A1 1 
A1 1 

None 

Few 
None 
None 
None 

IS 

; 

None 

t to voter ay 

for exceeding 

-poBe Specified levied7* pu 

ecl 

- 

Several 
None 
None 

Several 
Few 
None 

imi t 

Approved 
increaeesl 

Voted 
Voted 
Voted 
Voted 

Voted 

oval) 

a/ 
a/ 
21 

vote&/ 
vote&/ 
vo t e&/ 

None 

Remarks 

/ For any one school district, the rate 
limitation is the sum of the individual 
rates applicable to the specific grades 
taught. 

/ Tax levies, including maximum rates in 
sose cases, are authorized by legisla- 
tive acts under both general and special 
laws. 

/ The greater the assessed valuation, the 
lower the limit. 

/ The total rate for all purposes shall 
not exceed 5% more than the aggregate 
for the previous yeat, unless the State 
Tax Commission approves an additional 
increase. 

/ No specific rate limit, except a 10 - 
mill limit for union and county high 
schools. 

/ No general rate limitation, but cities 
are subject to charter limitations. 

/ Although there are no provisions for 
excess-levy referenda, the statutes 
permit the levy of "reasonable taxes 
for such other purposes as are specifi- 
cally authorized by law." 

/ An additional 2.5-mill tax can be 
levied, subject to certain conditions. 

/ Excluding home-rule charter cities and 
numerous specified cities and towns. 

/ Excluding independent (city) schdl 
districts in existence prior to 1946. 

/ 16 mills for the county (and city) of 
Honolulu and 18 mills for the other 
counties, contingent on assessments at 
70% of fair market value. (The mill 
rate is adjusted to the extent that 
assessments differ from 70%). 

See end of table for numbered footnotes 
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State and types of 
local government 

Indiana (Cont ' d) 

Iowa 
Counties 
Municipalities 
School dists. 

Kansas 
Counties" 
~unici~alitiesd 
School dists. 51 
Townships 21 
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-- 

Type I 

citatiodl 

- 
limital - 
kOPe2/ 

ipec. 
ipec. 
ipec . 

;pet. 
:pet. 
ipec. 
ipec. 

Rate 
Rate 
Rate 

Rate 
Rate 
Rate , 
Rate 

coveragel/ 

General 
General 
General 

General 
Genera) 
A1 l- 

General 

Provision 

A1 1 
A1 1 
None 

A1 1 
A1 1 
All 
All 

for exceeding 
~ecified pu 
m e  levied- 

Numerous 
Numerous 
Numerous 

Numerous 
Numerous 
Numerous 
Numerous 

imi t 

Approved 
increase&/ 

None 
None 

9/ 

Voted, or 
State Bd. 
of Tax 
~ppealg' 

Remarks 

e/ Excluding a 10-mill limit for the 
school building fund. 

a/ The greater the assessed valuation, 
the lower the limit. 

b/ But, a maximum of 30 mills for all 
purposes. 

c/ $140 to $200 (plus cost of high school 
tuition) per pupil, depending upon 
district enumerations. 

</ School districts may apply to the State 
Comptroller for increased levies. 

a/ Each taxing jurisdiction is required 
to reduce its property tax levy or 
levies by the amount it receives from 
the State as its share of the "sales 
tax residue." The tax rates, within 
the statutory limitations, are com- 
puted on the basis of the reduced 
levies. 

b/ Based upon assessed valuation: Less 
than $30 million, 3.75 mills; $30-140 
million, 3 mills; over $130 million, 
4.25; but the total for all (except 
certain) purposes shall be 5.3-6 mills, 
based upon assessed valuation with 
modifications for population size. 

c/ Based upon class of city (with modifi- 
cations for population sipe in the case 
of 1st class cities). For all purposes 
(except debt service and certain other 
purposes) the limits range from 11 to 
33.5 mills. 

d/ Based on class of district (roughly 
corresponding to city classification). 

e/ Up to 25% above the statutory limits. 
Provisions for obtaining excess levies 
through general or special election 
or by application to the State Board 
of Tax Appeals do not apply to common 
school districts or rural high school 
districts, which can, however, vote 
excess levies at their annual school 
meeting. 

f/ Four mills for urban class townships. 

See end of table for numbered footnotes. 



State and types of 
local government 

Kentucky 
Counties 
Municipalities 
School dists. 
Special dists. 

Louisiana 
Parishes (counties) 
Municipalities 
School dists . 

I 

r 

m , Maine 

Maryland 

Massachusetts 

Michigan 
All taxing units 4 
Charter municipalitie! 
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limi tai 

scopell 

Spec. 
Spec. 
Spec. . 
Spec. 

Spec. 
Spec. 
Spec. 

Overall 
Spec. 

Rate 
Rate 
Rate 
Rate 

Rate 
Rate 
Rate 

No limi 

No limi 

No limi 

Rate 
Rate 

Rat 

qo. 06 
nills-1 

b 
7.5-15- 
15 
5 

5 

t ions 

tions 

tions 

15 
LO-20=/ 

imi t 

coverag&/ 

General 
General 
A1 1 

General 

General 
General 
A1 1 

All 
A1 1 

Provision 

~ebt semi 
exclusioJ~ 

partialkl 
None 

€or exceeding 

pecified pu 
3se 1evie.J' 

Few 
Few 
None 
Few 

Pew 
Few 
None 

imi t 

Rpproved 
increase&/ 

None 
None 
Vote&/ 
None 

Vote& 
Voted 

Remarks 

11 Additional levies are permitted to 
service debt outstanding prior to 
adoption of the tax limitation, and 
debt approved by 213 of the voters. 

21 The greater the population, the higher 
the rate. 

:/ Up to 5 mills for school construction, 
or for lease payments on buildings 
financed through the issue of revenue 
bonds. 

~1 Up to 5 mills, each, for specific 
purposes, not to exceed 25 mills for 
all special purposes. 

b/ Seven mills, except 10 mills for 
charter cities and certain other cities. 

:I UP to 7 mills for school support, and 
another 5 mills for school maintenance 
and repair, for a maximum period of 
10 years. 

Note: The new Michigan Constitution, to 
be submitted to the electorate, 
changes many of the property tax 
limitation provisions. See text, 
Chapter 3. 

q/ Except "charter municipal corporations" 
(cities, villages, and in some cases 
townships and special districts that 
have been considered to be "charter 
municipalities" by jurisdictional 
decision). 

b/ For servicing debt outstanding prior 
to adoption of the limitation; for 
servicing State loans to school dis- 
tricts, and school bonds approved by 
the voters. 

11 Additional levies of 0.1-mill for 
county buildings and 5 mills for county 
roads are permitted. 

i/ Limited to 50 mills and 20 years. 

See end of table for numbered footnotes. 



State and types of 
local government 

Michigan (Cont ' d) 

Minnesota 
Counties 
Municipalities 

(3rd & 4th Class) 
Villages 
Townships 
School dists. 
Special dists . 

Mississippi 
Counties 
Municipalities 
School dists. 
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limitation 
I 
cop& - 

pet . 
pec . 
pec . 
pec . 
pec. 
pec . 

ipec. 
ipec. 
'pec. 

Rate 

Rate 
Rate 
Rate 
f/ a 

* 

Rate 
Rate 
Rate 

Lmi t 

:overag&/ 

General 

General 
General 
General 
General 
General 

General 
General 
A1 1 

Provision 

~ebt semi 
exflus i o 3  

A1 1 
A1 1 
All 

Numerous 

Numerous 
Numerous 
Numerous 
Numerous 
Numerous 

Few 
Few 
None 

Lpproved 
jncrease&/ 

None 

None 
None 
None 
None 
None 

None 
None 
Voted 

Remarks 

E/ Specified rate limits, ranging from 
10-20 mills are provided outside the 
overall limits depending upon type of 
local unit, and existence of charter. 
In some instances, additional levies 
for special purposes are permitted. 

a/ For counties with less than 100,000 
population the limit is the greater 
of (1) the amount produced by a levy 
of 15 mills, and (2) $125-160 thousand, 
according to population size. 

b/ Excluding charter cities. The maximum 
levy for all purposes (with some ex- 
clusions) is $54 per capita, including 
debt service, plus upward adjustments 
commensurate with increases in the BLS 
Consumer Price Index. 

c/ For villages with less than $500 
thousand assessed valuation, the limit 
is 30 mills plus cost-of-living in- 
creases. For all purposes, the limit 
is $54 per capita. 

dl On a specific dollar amount, according 
to population size and assessed 
valuation. For all purposes the limit 
is 17 mills (whenever it will produce 
at least $1,000 per section). 

e/ For indebtedness incurred prior to 
1927. 

f/ $315 per resident pupil; or on a per 
capita basis, varying amounts depend- 
ing upon population. 

g/ Limitations, where specified, are 
expressed in mills, dollar amounts, or 
per capita dollar amounts. 

a/ The greater the assessed valuation, - the lower the limit. 
b_/ For county school districts, the 

difference between the minimum support 
program and 25 mills or 10 mills 
whichever produces the greater amount; 
for municipal school districts, the 
difference between the minimum and 25 
mills, or 15 mills, whichever produces 
the greater amount. 

See end of table for numbered footnotes. 
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State and types of 
local government 

Missouri 
Counties 
Municipalities 
School dists . 
Townships 

I 

Montana 
Counties 

I Municipalities 
School dis ts . 

Nebraska 
Counties 
Counties 
Municipalities 
School dists. 
Townships 

Type 
(~tationl/ 

C-S 
C-s 
C-S 
S 

S 
S 
S 

C-S 
s 
s 
S 
S 

limi ta 

scopeZ/ 

Spec. 
Spec. 
Spec. 
Spec. 

Spec. 
Spec. 
Spec. 

Spec. 
Spec. 
Spec. 
Spec. 
Spec. 

- 
tic 
?- 

- 
,n 
dethogl 

Rate 
Rate 
Rate 
Rate 

Rate 
Rate 
Rate 

Rate 
Rate 
Rate 
Rate 
Rate 

General 
General 
General 
General 

General 
General 
A1 1 

A1 1 
General 
A1 1 
A1 1 
A1 1 

Debt semi 
exclusioJ9 

pecified pu 
m e  levied' 

A1 1 
All 
A1 1 
All 

A1 1 
All 
All 

Several 
Several 
Several 
Several 

Numerous Numerous 

None 

None 
Numerous 
None 
None 
None 

imi t 

Approved 
increasedl 

Vote&/ 
vote&' 
~o tee/ 
None 

vote#; 
Voted- 
Voted 

Voted 
None 
el 

voie&/ 
None 

Remarks 

a/ 3.5 mills in counties with over $300 
million assessed valuation; 5 mills 
in all other counties. 

b/ Limited to four year periods. 
C/ Constitutional limitation. The statutes 

impose a 7.5-mill limit on 4th class 
cities, and a 5-mill limit on cities 
and towns. St. Louis is permitted the 
sum of municipal and county limitations. 

$1 St. Louis school districts, 8.9 mills; 
school districts formed of cities and 
towns, 10 mills; other districts, 6.5 
mills. 

e/ Voted levies cannot exceed 3 times the 
basic rate for a l-year period (2 
years in cities of 75,000 population 
or more). 

f/ Townships are apportioned 20% of the 
permissible county tax rate, if they 
levy property taxes. 

a/ Through June 1963, another 5 mills are 
authorized. 

b/ For certain specified purposes. 
c/ Provided, that cities whose indebted- 

ness equals or exceeds the constitu- 
tional limitations, the maximum levies 
for general municipal and administrative 
purposes shall be 15 mills. 

d/ Consisting of countywide taxes of 10 
mills each for elementary and high 
schools, 5 mills for school districts, 
plus additional increases (above the 
foundation program) of 15 mills for 
elementary schools and 10 mills for 
high schools. 

a/ Except for servicing debt incurred 
prior to adoption of the constitutional 
amendment, voter approval is required. 

b/ Based upon population size. The con- 
stitutional limits are stated in terms 
of "actual value" of property, but 
the statutory limits are in terms of 
"a'ssessed value" which is defined as 
35% of 'actual' value. 

C/ Subject to voter approval. 

See end of table for numbered footnotes. 



S t a t e  and types of 
loca l  government 

Nebraska (Cont Id) 

Nevada 
Al l  taxing un i t s  
Municipali t ies  
School d i s t s .  
Unincorporated towns 

I New Hampshire 
w 

Q New Jersey 
I 

New Mexico 
All  taxing u n i t s  
Al l  taxing un i t s  
Counties 
Municipali t ies  
school d i s t s  . 

New York 
Counties 
Municipali t ies  
Certain school d i s t s  
Vil lages 
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C-S 
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Overall 
Spec, 
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Rate 
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Rate 
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Rate 
Rate 

Rate 
Rate 
Rate 
Rate 

Ratr 

NO. 0); 
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t ions  

2& 

15-2&/ 
2051 

12.5-2d 
20 

A1 1 
A1 1 
All 
All  

General 
General 
General 

)ebt se rv ic  
e x c l u s i o & ~  

None 
None 
All  

None 

A1 1 

A1 1 
A1 1 
All  

None 
None 
None 
None 

Fe&/ 

Few 
Few 
Few 

None 
None 
None 
None 

imi t 

Approved 
i n c r e a s e d l  

None 
None 
None 
None 

a /  one 
tote&/ 
None 

Remarks 

d/ Twenty m i l l s  fo r  1 s t  c l a s s  c i t i e s ,  25 
m i l l s  f o r  2nd c lass  c i t i e s .  The c i t y  
of Lincoln i s  permitted 9.75 mi l l s  and 
Omaha, 14.4 mi l l s .  

e /  Subject t o  voter  (55%) approval, the 
c i t y  of Omaha and school d i s t r i c t s  may 
levy addit ional  taxes; a 60% voter  
approval i s  required t o  levy a m i l l  
recreation fund tax.  

a /  Within the overa l l  50-mill  r a t e .  
b/  Special tax r a t e s  a r e  established by 

the l eg i s la tu re  f o r  selected c i t i e s ,  
c/  Counties may levy t h i s  tax i n  such 

towns located within sa id  counties,  
There i s  no maximum tax r a t e  f o r  a l l  
county purposes, but separate l i m i t s  
a r e  s e t  f o r  ce r ta in  county purposes. 

a /  Includes 4 mi l l s  f o r  S t a t e  purposes 
(but increased t o  54 mi l l s  by s t a t u t e ) .  

b/ When approved by the vo te rs ,  the  
l e g i s l a t u r e  may authorize taxes out- 
s ide  the  20-mill l imi t .  

C/ All increases i n  t ax  r a t e s  a r e  l imited 
t o  5% i n  excess of t h e  previous year ' s  
r a t e ,  except upon approval of t h e  
S ta te  Tax Commission. 

d/ Plus another 18 mi l l s  f o r  county school 
purposes (apparently outside the 
general cons t i tu t iona l  and s ta tu tory  
l imi ta t ions ) .  

e /  See a l s o  note (d), above. 

Note: Rate l imi ta t ions  i n  New York apply 
against  the average f u l l  value of 
r e a l  e s t a t e  for  the  preceding 5 
years. 

a /  The l i m i t  i s  15 mi l l s ,  but i t  may be - 
increased to  20 mi l l s  by resolution 
of the county board of supervisors 
approved e i ther  by 213 of voters o r  
by simple majority vote followed by a 
mandatory referendum. 

See end of t ab le  f o r  numbered footnotes.  



State and types of 
local government 

New York (Cont'd) 

I 

North Carolina 
0 Counties 

Municipalities 
Counties and 
Municipalities 

Appendix A 

State Constitutional and Statutory Restrictions on Local Power to Raise Property Tax Revenue: 1962 (Contld) 

Spec. 
Spec. 

on 
~ethod2/ 

Rate 
Rate 

Provision 

)ebt servic 
exclusio&~ 

All 
A1 1 

21 

for exceeding 

pecified pu 
ose levied- 

imi t 

Approved 
increase&/ 

Remarks 

;/ Excluding capital construction. 
:/ The limit for New York City is 25 mills 

(for combined county, city,and school 
purposes). For cities with populations 
over 125,000, the limit includes taxes 
for schools. 

?/ Excluding capital construction (but 
for New York City the amount of the 
capital improvement must be charged 
against the debt limit). 

?/ School districts that are coterminus 
with or partly within cities having 
less than 125,000 population. 

E/ The basic rate is 12.5 mills, but 
districts having higher rates prior to 
1947 are permitted to retain them, up 
to a 20-mill limit. 

51 Voters may authorize additional levies, 
at 2.5 mills per election, up to 20 
mills (exclusive of capital improve- 
ments) . 

Vote: Schools are operated by county and 
city administrative units, which 
are closely supervised by the 
State, and are also controlled to 
some extent by the counties and 
cities, which levy taxes for them. 

?/ The constitutional 2-mill limit has 
very limited application, since it ex- 
cludes "special purpose'' taxes levied 
by counties with approval by the 
General Assembly. It also excludes 
school taxes levied for maintenance of 
the 6-months term required by the 
constitution. The term "special pur- 
pose" has been interpreted broadly by 
the General Assembly, so that county 
levies for such important functions as 
public schools, public welfare, 
operation of hospitals and jails, and 
the like, are approved as "special 
purpose" levies outside the 2-mill 
limitation. Such levies are generally 
approved without reference to any 
limitation, although there is a 5 to 
6 mill limit (depending upon population 
size) on the amount of county school 
taxes that can be levied to supplement 
the constitutional 6-months school 

See end of table for numbered footnotes. 
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l imi ta  - 
;cope2/ - 

ipec. 
ipec. 
ipec . 
ipec. 
ipec. 
ipec. 

hreral l  

werall  

n 

~ e t h o d /  

Rate 
Rate 
Rate 
Rate 
Rate 
Rate 

b 

Rate 

Rate 

Rate 

lo. 06 
,ills-/ 

16b/ 
2+c/ 

9-27- 
20 
18 

10 

15" 

Lmi t 

General 
General 
General 
General 

A1 1 
A1 1 

A1 1 

A1 1 

Provision 

bebt ee rv i  
e x c l u s i o ~ ~  

A1 1 
All 
A1 1 
A1 1 
A1 1 
A1 1 

ior exceeding 

lecif ied pu 
me l e v i e d -  

Numerous 
Numerous 
Numerous 
Numerous 
Numerous 

e/ 

None 

None 

Remarks 

term. At times, the General Assembly 
requires a county-wide vote on a 
"special  purpose" levy i t  approves. 

/ Additional taxes t o  meet extraordinary 
expenses of law enforcement a r e  per-  
missible. 

/ All taxes, except those f o r  "necessary 
expenses" (broadly interpreted) , must 
be approved by voters.  

/ Up t o  50% i n  excess of l ega l  l i m i t s  f o r  
one year. 

/ Ci t ies  with populations over 5,000 may 
levy another 0.5 mil ls .  

/ For any one school d i s t r i c t ,  the r a t e  
l imi ta t ion  i s  the sum of the individual  
r a t e s  applicable t o  the spec i f ic  grades 
taught. The bas ic  l imi t  i s  19 mi l l s ,  
going up t o  27 m i l l s  f o r  d i s t r i c t s  
offering 4 years of high school. Dis- 
t r i c t s  having over 7,500 population and 
providing 4 years of high school may 
remove a l l  l imi ta t ions  with approval of 
a majority of t h e  voters.  

/ Up t o  25% i n  excess of l ega l  l i m i t s ,  
provided tha t  i f  s ix ty  percent of 
voters approve, up t o  75% i n  excess may 
be levied.  See a l so  note (c) , above. 

/ Plus another 4 mi l l s  f o r  the purchase 
of a i r p o r t  property. 

/ An addit ional  6 mi l l s .  

/ Excluding c i t i e s  with char te r s  per- 
mit t ing r a t e s  i n  excess of t h e i r  share 
of the overa l l  r a t e .  

/ For servicing debt authorized by the 
voters.  Taxes levied t o  service debt 
not authorized by e lec t ion  must be 
approved by the voters.  

/ Subject t o  provisions regarding pur- 
poses of l ev ies  and the machinery f o r  
obtaining voter  approval. 

/ School d i s t r i c t s  a r e  assigned 5 mi l l s  
of t h i s  t o t a l ;  and, i n  addit ion,  
counties may levy 4 mi l l s  outside the 
l imi ta t ion  f o r  school purposes, and 

See end of t ab le  fo r  numbered footnotes. 
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Type of l imi ta t ion  
I 

C-S 

S 
S 
S 
S 
S 

Spec. 

Spec. 
Spec. 
Spec. 
Spec. 
Spec. 

a/ 

Rate 
Rate 
Rate 
Rate 
Rate 

imi t 

coverageS/ 

a/ 

 ene era la' 
General 

d l  
~ e n e r a l  
General 

Provision 

Iebt s e m i  
exclusioni? 

f o r  exceeding 

pecif ied pu 
ose l e v i e s 8  

a/ 

Few 
Few 
41 

Few 
Few 

Approved 
i n c r e a s e d l  

Voted 

None 
~ o n & l  
None 

Remarks 

school d i s t r i c t s ,  upon c e r t i f i c a t i o n  of 
need by the Board of Education, may 
levy another 15 mi l l s  outside the over- 
a l l  l imi t s .  

,/ Subject t o  provisions regarding pur- 
poses of l ev ies  and maximum increases 
i n  ra tes .  

:/ Each loca l  taxing u n i t ' s  l ev ies  s h a l l  
not exceed 106% of the do l la r  amount 
levied i n  the highest  of the preceding 
3 years,  exclusive of l ev ies  spec i f i -  
ca l ly  authorized by the l e g i s l a t u r e  o r  
approved by the voters.  The s t a t u t e s  
a l s o  ptovide general and spec i f ic  r a t e  
l imi ta t ions  f o r  designated taxing u n i t s  
(e.g., county f a i r s ,  l i b r a r i e s ,  
hosp i ta l s ,  roads and port  d i s t r i c t s ) .  

11 Including lev ies  f o r  i n s t i t u t i o n  d i s -  
t r i c t  purposes (care of the indigent) 
which comprise 10 mi l l s  of the 20-mill 
t o t a l  f o r  3rd, 7th and 8 t h  c lass  
counties. 

11 Applicable t o  c i t i e s  of the t h i r d  c lass .  
C i t i e s  of the f i r s t  c lass  (Philadelphia), 
second c lass  (Pittsburgh), and second 
c lass  A (Scranton) may levy property 
taxes a t  the necessary r a t e .  

:I Ci t i es  of the t h i r d  c l a s s  and townships 
may p e t i t i o n  t o  the  court of quarter  
sessions f o r  an addit ional  general l w y  
up t o  5 mi l l s .  
The permissible r a t e  var ies  with the  
c l a s s  of school d i s t r i c t s ,  ranging 
from 11.75 mi l l s ,  with specif ied 
addit ional  r a t e s ,  fo r  1 s t  c lass  and 
c l a s s  A d i s t r i c t s ;  to  20-25 mi l l s  f o r  
c lass  2-4 d i s t r i c t s ,  with authorizat ion 
f o r  addit ional  l ev ies  a t  necessary 
r a t e s  f o r  ce r ta in  specif ied purposes 
(including debt servicing);  t o  75 mi l l s  
(for  a l l  purposes) f o r  "independent 
d i s t r i c t s" .  

e l  Restr icted a s  t o  purpose and r a t e .  
E/ F i f t een  mi l l s  fo r  1 s t  c lass ,  9 m i l l s  

f o r  2nd c lass  townships. 

See end of t ab le  f o r  numbered footnotes. 
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Type 
~itatio& 

Overall 

Spec. 
Spec. 

Spec. 
Spec. 
Spec. 
Spec. 

Spec. 
Spec. 

Rate limit 

Rate 

No limi 
Rate 
Rate 

4 

Rate 
Rate 
Rate 
Rate 

No limi 
Rate 
Rate 

UO. 06 

Pill&/ 

35 

t ions 
1-50=1 
1 4  

5-I& 
15 

,-4&/ 
5 

a 
tions - 
7.5-15h 

15 

Provision 

~ebt semi 
exclusion57 

~1121 
All 

All 
None 

None 

None 
None 

None 
None 
None 
None 

None 
None 

idt 

Approved 
increase&/ 

State 
Director 
of Ad- 
ministra- 
tion b/ 

None 
Voted 

None 
None 

Remarks 

a/ There are no organized counties, and 
the State has not levied a property tax 
for some years. School taxes are in- 
cluded with city and town taxes. 

bl The city or town council may petition 
the State Director of Administration 
for permission to levy taxes in excess 
of limits. 

a/ Towns under 1,000 population are limited 
to 40 mills. Numerous municipalities 
have lower tax limits stated in special 
legislative acts. 

b/ For towns and cities with 1,000 or more 
population. 

51 Subject to voter approval. 

a/ Five mills for unorganized counties 
and 5-10 mills, varying inversely with 
the amount of assessed valuations, for 
organized counties. 

b l  All purposes except the poor relief 
fund. 

g/ Up to another 10 mills if 314 of voters 
approve. 

$/ Twenty mills each for elementary and 
high school systems, 40 mills for both. 

Note: Schools are primarily operated by 
cities and counties in Tennessee. 

a/ The county tax rate is determined by 
the quarterly county court, and in- 
cludes all purposes except roads and 
bridges, schools, debt servicing, and 
levies authorized by special legis- 
lative acts. 

b/ Based on population (the greater the 
population, the lower the limit), but 
excluding charter cities which are 
generally authorized to determine their 
own limits. 

See end of table for numbered footnotes. 
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Twe of limitation Rate limit 

C 

C 
C-S 
C-S 
S 

S 
S 
S 
S 

3 COP 2' - 
ipec. 

ipec . . 
ipec. 
ipec . 
ipec. 

spec . 
ipec. 
ipec . 
ipec . 

Rate 

Rate 
Rate 
Rate 
Rate 

Rate 
Rate 
g/ 
c/ 

No limi 

Zi& 

8 

L5-2821 
10-1& 
2.5 

16-1&/ 
18.5-35' 

g/ 
4 

tions 

All"1 

A1 1 
A1 1 
A1 1 
All 

General 
General 

c / 
~eneral 

Debt semi 
exclusio~~ 

pecified pu 
ose levied- 

b/ 
Partial- 

Partialy 
None 
None 
None 

A1 1 
All 
A1 1 
A1 1 

None 
None 
None 
None 

Several 
Severa) 
FA 

Several 

hit 

Approved 
increase&/ 

c / 
None- 

None 
None 
None 
None 

None 
None 
~o t ed' 
~o te&/ 

Remarks 

a/ All purposes, except an additional 3 
mills may be levied for farm-to- 
market roads. 

b/ For debt service of bonds for specified 
purposes including construction and im- 
provement of roads, reservoirs, dams, 
etc. 

c/ Except, if authorized by the legis- 
lature, voters may approve a 1.5-mill 
tax for roads. 

!/ Cities over 5,000 population may levy 
25 mills, unless their charters 
specify otherwise. 

e/ Ten mills for rural high school dis- 
tricts and 15 mills for comnon and 
independent school districts. Junior 
college districts are also permitted 
to levy a 2-mill tax. All school 
taxes, however, are subject to 
majority voter approval. 

a/ Counties with more than $20 million 
assessed valuation are permitted only 
sixteen mills. 

b/ The greater the population, the lower 
the limit. 

c/ School districts must levy sufficient 
taxes to support the State education 
program. Additional taxes are also 
permitted: for the cost of school 
maintenance and operation, 13% of the 
minimum support program cost, or 6 
mills, whichever is greater, for 
capital expenditures, another 10% of 
the minimum support program cost; and 
through June 1967, another 12 mills 
for capital expenditures. 

d/ An additional 20% increase in the basic 
program rate is permitted, subject to 
voter approval. 

51 A 2mill additional tax is permitted, 
subject to 2/3 voter approval. 

See end of table for numbered footnotes. 
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S 

C 
S 
s 
S 
s 
S 

C-S 
S 

S 
S 

S 

limits - 
5 COP &/ 

Spec. 

hreral l  
spec. 
Spec. 
Spec. 
Spec. 
Spec. 

k e r a l l  
Spec. 

Spec. 
Spec. 

Spec. 

Rate l i m i t  Provision 

Rate 

Rate 
Rate 
Rate 
Rate 
Rate 
Rate 

b 

Rate 
Rate 

Rate 
Rate 

Rate 

A1 1 

Al l  
A1 1 
A1 1 
A1 1 
A1 1 
f/ 

Allkl 
All 

All 
A1 1 

All  

b / 
~ o i e  

None 
A1 1 

None 

Eor exceeding 

?ec i f ied  pu 
m e  l e v i e d j -  

None 

None 
None 
None 
None 
None 

_r/ 

None 
None 

None 
None 

None 

None 

Voted 
Voted 
Voted 
Voted 
Voted 

_r/ 

Remarks 

q/ Thirty m i l l s  a r e  permitted f o r  school 
operat ion and maintenance, another 
25 mi l l s  fo r  school cap i ta l  expendi- 
tures.  

q/ Except por t  and public u t i l i t y  d i s t r i c t s ,  
;/ Including a (statutory) 2-mill S t a t e  

levy. 
:/ Including 10 mi l l s  f o r  roads. But 

counties of the 5 th  c lass  and under 
( l ess  than 1,000 population) may 
a l te rna t ive ly  levy 8-11 mi l l s  f o r  
"general" purposes and 7-10 mi l l s  f o r  
roads. 

!/ Within the  overa l l  l imi t .  
:/ Numerous spec ia l  d i s t r i c t s  may levy 

taxes within the over-al l  l imi t s .  
Note, however, the exception of port  
and public u t i l i t y  d i s t r i c t s .  

f/ Townships share on a prorated bas i s  
with o ther  junior taxing ju r i sd ic t ions ,  
i n  the  ava i lab le  "floating" mil lage 
which amounts t o  6 m i l l s  i n  unincor- 
porated areas.  

51 A separate overa l l  r a t e  l imi t  app l ies  
t o  each of four classes of property, 
and i s  apportioned by s t a t u t e  among 
the  various types of government, in-  
cluding the  State.  Thus, of the 5 
mi l l s  allowed on Class I property, 
municipali t ies  a r e  currently a l l o t t e d  
1.25 m i l l s ,  counties, 1.215 mi l l s ,  
school d i s t r i c t s  2.295 mil l s ,  and the 
S t a t e  0.025 mi l l s .  The a l loca t ion  of 
the r a t e s  allowed the  o ther  3 c lasses  
i s  i n  t h e  same proportion. See tex t ,  
Chapter 3, fo r  an explanation of the 
c lass i f i ca t ion  of property i n  West 
Virginia.  

b/ Debt service fo r  school d i s t r i c t s  i s  
excluded from the  l imi ta t ions .  

c/ School d i s t r i c t s  may increase t h e i r  
l ev ies  by 100 percent f o r  a 6-year 
period; a l l  other governments may in -  
crease t h e i r  l ev ies  by 50% f o r  a 3 -  
vear period. 

See end of t ab le  fo r  numbered footnotes.  
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m e  of limitation 

S 
S 
S 
S 
S 

C-S 
S 
C 
S 

;cop&/ - 
Spec. 
Spec. 
Spec. 
Spec. 
Spec. 

Spec. 
Spec. 
spec. 
Spec. 

Rate 
Rate 
Rate 
Rate 
Rate 

Rate 
Rate 
Rate 
Rate 

imi t 

coverag& 

General 
General 
A1 1 

General 
General 

All 
General 
A1 1 
A1 1 

Provision 

lebt servi 
exclus ioJf 

All 
A1 1 
A1 1 
All 
A1 1 

Few 
Few 
None 
Few 
Few 

None 
Several 
None 
None 

for exceeding 

pecified pu 
ose levied- 

imi t 

Approved 
increase&/ 

None 
None 
~o t e 8  
None 
~ o t  egl 

None 
Vo t e&/ 
None 
~o t e&/ 

Remarks 

a/ Except that counties containing only 
one town are allowed a 15-mill limit. 

b/ Except, a limit of only 10 mills for 
Milwaukee; municipalities, including 
Milwaukee, which operate schools are 
allowed additional rates for school 
purposes. 

c/ Providing, that if a high school is 
maintained, the limit is 25 mills. 

21 Another 8 mills for school con- 
struction. 

e/ An additional 10 mills only. 

a/ Of which 3 mills are for county schools. 
E/ The greater the assessed valuation, the 

lower the limit. 
c/ lor a year's duration, an additional 2- 

mill tax for current expenses is per- 
mitted. 

d/ For grades 1-8, 13.5 mills, and anotter 
7.5 for high schools. 

e/ Grade schools may levy an additional 
tax up to 2.5 mills, and high schools 
may levy another 1.5 mills. 

See end of table for numbered footnotes. 
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State Constitutional and Statutory Restrictions on Local Power to Raise Property Tax Revenue: 1962 (Concluded) 

Note,- This tabulation presents data pertaining to State-imposed property tax limitations on counties, 
municipalities, and school districts in effect as of July 1, 1962. In some instances the 
available data also permit the listing of property tax restrictions on other classes of local 
taxing units and special districts. 

The citation for the limitations is either the State's constitution (C), Statutes (S) or both 
(GS) 0 b 

The scope of the limitations is either 'roverall" (all taxing units) or tlspecificll (applicable 
only to a particular class of local government). 
The rate limitation method is commonly used by States. Footnotes in this column refer to other 
methods (e . g o ,  budgetary control) listed in the IIRemarks" column. 
The rate limitations listed here are shown as a number of mills per dollar of assessed valuation. 
One mill is the equivalent of $1 per $1000 or 1 0 ~  per $100 of assessed valuation. Per capita 
limitations and other forms are shown in the "Remarks1' column. 
Typically the rate limitations apply to "general purposest1 (usually signifying "current expense" 
levies, "general revenue" levies, tfcorporate" levies, and the like). The "all" designation, 
where applicable, includes all purposes except as noted in the column headed ttProvisions for ex- 
ceeding limits -- specified purpose levies". 
The exclusion of debt service from the limitations may be partial or complete (listed here as 
'tall1r) . Partial exclusions are explained in the llRemarks't column. The designation %onett in 
this column indicates that debt service is included within the limitations, 
For those taxing units with only general purpose coverage of the limitations, an entry in this 
column shows the relative degree to which additional tax levies for special purposes are pro- 
vided: ICf ewI1 , "several", and "numeroustt, .ranging from only one to many. 
Entries in this column indicate whether local jurisdictions are authorized to exceed the general 
limitations by referendum (ltvoted'l), or by some other means as noted in the "Remarks" column, 





Appendix B. - Assessed Valuations and Property Tax Collections, by State, for Sdected Yeers: 1930 - 1961 
(Dollar amounts, except &r capitas, in millions) 

roperty taxes 

I 
State and local 

Amount in mi 

3eneral property taxes 
General and 
special proper- 

Assessed value subject to 
general property taxes 

State 
General property taxes special proper- 

xes 
1961 

$98.78 

125.63 
93.95 
85.92 
148.32 
114.17. 
149.33 
92.41 

130.18 

96.26 
148.29 
122 .O1 
47.16 
77 .oo 
90.35 
119.46 
148.09 
130.46 
132.11 
130.90 
40.75 
102.19 
106.56 
65.06 
30.16 
44.54 
96.83 
53.17 
126.43 
105.56 

25.26 
37.62 
45.35 
130.51 
45.64 
43.45 
37.34 
78.35 
130.12 
124.93 
79.87 
118.05 
67.35 

104.42 
115.09 
100.33 
46.90 
100.72 
58.47 
99.77 
75.60 
43.24 
94.40 

2/ 
U.S. Total- 

GROUP I 

Connecticut 
Maine 
Maryland 
Maaaachusetts 
New Hampshire 
New Jersey 
V e m n t  

Total 

GROUP I1 

Arizona 
California 
Colorado 
Delaware 
Florida 
Idaho 
Illinois 
Kansas 
Minnesota 
Montana 
New York 
North Carolina 
North Dakota 
Oregon 
Pennsylvania 
South Carolina 
Tennessee 
Utah 
Virginia 
Wisconsin 

Total 

GROUP 111 

Alabama 
Arkansas 
Georgia 
Iowa 
Kentucky 
Louisiana 
Mississippi 
Missouri 
Nebraska 
South Dakota 
Texas 
Wyoming 

Total 

GROUP IV 

Indiana 
Michigan 
Nevada 
New Mexico 
Ohio 
Oklahoma 
Rhode Island 
Washington 
West Virginia 

Total 

See footnotes at end of table. 



Appendix B. - Assessed Valuations and Property Tax Collections, by State, fop. Selected Years: 1930 - 1961 (Cont'd) 

State 

2 1 
U.S. Total- 

GROUP I 

Connecticut 
Maine 
Maryland 
Massachusetts 
New Hampshire 
New Jersey 
Vermont 

Total 

GROW I1 

Arizona 
California 
Colorado 
Delaware 
Florida 
Idaho 
Illinois 
Kansas 
Minnesota 
Montana 
New York 
North Carolina 
North Dakota 
Oregon 
Pennsylvania 
South Carolina 
Tennessee 
Utah 
Virginia 
Wisconsin 

Total 

GROW I11 

Alabama 
Arkansas 
Georgia 
Iowa 
Kentucky 
Louisiana 
Mississippi 
Missouri 
Nebraska 
South Dakota 
Texas 
Wyoming 

Total 

GROUP IV 

Indiana 
Michigan 
Nevada 
New Mexico 
Ohio 
Oklahoma 
Rhode Island 
Washington 
West Virginia 

Total 

State and local general 
property taxes as a percent 
of assessed value subject 

a1 propert 
1941 

3.3% 

2.7 
4.3 
2.5 
3.7 
4.3 
4.7 
5 .O 
3.7 

4.2 
4.1 
3.8 
1.5 
10.3 
4.7 
6 -0 
2.7 
8.5 
8.1 
3.2 
2.1 
4.7 
4.5 
3.6 
6 -4 
3.1 
3.7 
2.3 
2.5 
3.7 

2.9 
3.8 
4.7 
3.3 
1.3 
3.2 
5.2 
2.2 
2.1 
2.3 
3.5 
2 -4 
2.8 

2.9 
2.9 
3.5 
2.2 
2.1 
3.5 
2 .o 
4.5 
1.5 
2.5 

taxes 
1957 

4.6% 

3.5 
5.7 
2.9 
6.3 
5.1 
8.6 
6.8 
5.4 

6.2 
6.7 
4.9 
1.5 
5.1 
8.3 
3.1 
5 .o 
15.4 
11.8 
5 .O 
2 .o 
8.9 
7.2 
4.8 
8.2 
3.9 
5.2 
2.8 
4.0 
4.8 

2.9 
5.0 
5.7 
5 -1 
2.9 
4.7 
6.4 
3.5 
4.7 
3.4 
5.5 
3.7 
4.5 

4.9 
4.2 
3.8 
3.2 
2.8 
5 -0 
2.9 
5.1 
1.6 
3.6 

- - 

Percent increase or de- 
crease (-) in assessed 
value sul 
era1 propc 
1930-1940 

-17 -977 

- 0.1 
- 7.8 
-17.8 
-15.1 
-11.7 
-16.0 - 1.4 
-13.0 

-47.3 
-14.3 
-29.8 
14.4 

- 9.0 
-19.9 
-37.2 
-23.3 
-31.3 
-20 .o 
-10.0 
-19.5 
-33.1 
-20.3 
-13.8 
-10.1 
-19.5 
-29.4 
- 1.5 
-25.1 
-17.6 

-19.3 
-27.3 
-29.5 
99.3 
-13.2 
-21.1 
-22.3 
-23.0 
-38.0 
-46.0 
- 1.3 
-24.5 
-14.2 

-26.2 
-25 -6 
- 4.3 
- 5.4 
-31.8 
-11.6 
4.7 

-14.1 
- 8.5 
-24.5 

!ct to gen- 
.y taxation 
1940-1956 

Percent increase or decrease (-) in 
per capita pro 

General property taxes 
rty taxes 
:enera1 and special 
property taxes 
1957-1961 

See footnotes at end of table. 



Appendix B.  - Assessed Valuat ions and Proper ty  Tax Co l l ec t ions ,  by 
S t a t e ,  foa: Se lec t ed  Years: 1930 - 1961 (Concluded) 

Note. - Published Census da ta  on assessed  va lua t ions  f o r  1930 and 
proper ty  t a x  c o l l e c t i o n s  f o r  1932 and 1941 have been ad- 
ju s t ed  t o  exclude amounts sub jec t  t o  s p e c i a l  proper ty  taxes .  

I /  - 1932 Census da ta  covered f i s c a l  yea r s  t h a t  ended between 
J u l y  1, 1931 and June 30, 1932. Therefore,  most of t h e  
l o c a l  proper ty  t a x  c o l l e c t i o n  da ta  a r e  f o r  ca lendar  1931, 
and t h e  "1932" t a x  c o l l e c t i o n  f i g u r e s  a r e  r e l a t e d  t o  1930 
assessed  va lues .  

2/ - Excludes D i s t r i c t  of Columbia, Alaska, and Hawaii. For an 
explanat ion  of  t h e  S t a t e  grouping, s e e  t e x t ,  Chapter 4. 

3 /  - Revised t o  e l imina te  dup l i ca t ion  i n  t h e  amount o r i g i n a l l y  
repor ted  f o r  South Carol ina.  See U. S.  Bureau of  t h e  
Census, Proper ty  Tax Assessments t h e  United S t a t e s  
(Preliminary Report Number 4 of t h e  1962 Census of Govern- 
ments) p. 8. 

4 /  - Includes approximately $1.3 b i l l i o n  assessed  v a l u a t i o n  of  
opera t ing  u t i l i t y  proper ty ,  which i n  1930 was no t  sub jec t  
t o  genera l  proper ty  taxes .  U t i l i t y  opera t ing  proper ty  has 
been sub jec t  t o  genera l  proper ty  t a x a t i o n  i n  C a l i f o r n i a  
s i n c e  1935. 

Source: U. S. Bureau of  t h e  Census, 4 Decade of Assessed Valuat ions 
(S ta t e  and Local Government Specia l  s=dy, No. 14,  1941) ; 
Proper ty  Taxation, 1941 (S ta t e  and Local Government Specia l  
Study, No. 22, 1942); H i s t o r i c a l  Review of S t a t e  and Local 
Finances (S ta t e  and Local Government Specia l  S tud ie s ,  No. 25, 
1948); Taxable Proper ty  Values t h e  United S t a t e s  (Vol. V 
of t h e  1957 Census of Governments); Governmental Finances 9 
1961. 



Appendix C. - Effective Property Tax Rates, Related to Stringency of Property Tax Limitations, Geographic 
Regions, Per Capita Personal Income, Per Capita State and Local Government General Expenditure, 

and Per Capita State and Local Tax Revenue, by State 

State 
(in descending order of 

effective property tax rates) 

U.S. (including D. C.) 

Maine 
Massachusetts 
New Jersey 
New York 
Vermont 

Minnesota 
New Hampshire 
Rhode Island 
Wisconsin 
Michigan 
Connecticut 
Oregon 
Illinois 
Maryland 

California 
Colorado 
Kansas 
Nebraska 
Ohio 
South Dakota 
North Dakota 
Pennsylvania 
Indiana 
Iowa 
Alaska 
Florida 
Missouri 
Montana 
Utah 
Arizona 
Idaho 
Tennessee 
Texas 
Wyoming 

Georgia 
Nevada 
Oklahoma 
Virginia 
Washington 
West Virginia 
Kentucky 
Louisiana 
North Carolina 
South Carolina 
Delaware 
Hawaii 
Mississippi 
Arkansas 
New Mexico 
Alabama 

Effective 
property tax 
rate, 1960 

Geo - 
graphi 
region2 

XX 

N.E. 
N.E. 
M.E. 
M.E. 
N.E. 

P1 
N.E. 
N.E. 
G .L. 
G.L. 
N.E. 
F.W. 
G .L. 
M.E. 

F .W. 
R.M. 
P1 
P1 
G.L. 
P1 
P1 
M.E. 
G .L. 
PI 
F .W. 
S.E. 
P 1 
R .M. 
R.M. 
S .W. 
R.M. 
S.E. 
S.W. 
R.M. 

S.E. 
F .W. 
S.W. 
S.E. 
F .W. 
S.E. 
S .E. 
S .E. 
S.E. 
S.E. 
M.E. 
F.W. 
S.E. 
S.E. 
S .W. 
S .E. 

Per capita 
personal 

income, 1961 

Per capita State 
and local govern- 
ment general ex- 
penditure, 1961 

Per capita State 
and local tax 
revenue, 1961 

1/ See text, page 54 for an explanation of the State grouping. Appendix B lists the States according to this grouping. - 
21 N.E. - New England; M.E. - Mideast; G.L. - Great Lakes; Pl. - Plains; S.E. - Southeast; S.W. - Southwest; 

R.M. - Rocky Mountain; F.W.. - Far West. 

Source: Advisory Commission on Intergovernmental Relations, Measures of State and Local Fiscal Capacity and Tax Effort, 
Tables 1 and 37; U.S. Bureau of the Census, Governmental Finances in 1961, Tables 19 and 23. 
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