




A COMMISSION REPORT 

FISCAL BALANCE 
IN THE 

AMERICAN FEDERAL SYSTEM 

VOL. 2 
METROPOLITAN FISCAL DISPARITIES 

ADVISORY COMMISSION ON INTERGOVERNMENTAL RELATIONS 
WASHINGTON, D. C. 20575 
OCTOBER 1967 
A- 31 

The financing of this volume has been provided in part 

by the Department of Housing and Urban Development. 



I n  every c i t y  the people a r e  divided i n t o  
three  s o r t s ;  the  v e r y ' r i c h ,  the very poor and those 
who a r e  between them. . . . The most pe r fec t  p o l i t i -  
c a l  community must be amongst those who a r e  i n  the 
middle rank,  and those s t a t e s  a r e  bes t  i n s t i t u t e d  
wherein these a r e  a large  and more respectable  p a r t ,  
i f  poss ib le ,  than both the o ther ;  o r ,  i f  t h a t  c a n ~ o t  
be ,  a t , l e a s t  than e i t h e r  of them separa te ;  so t h a t  
being thrown i n t o  the balance i t  may prevent e i t h e r  
s c a l e  from preponderating. 

-- A r i s t o t l e ,  P o l i t i c s ,  Book I V Y  Chapter X I ,  
pp. 126-127. 
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PREFACE 

The Advisory Commission on Intergovernmental Relations was estab- 
lished by Public Law 380, passed by the first session of the 86th Congress 
and approved by the President September 24, 1959. Section 2 of the Act sets 
forth the following declaration of purpose and specific responsibilities for 
the Commission: 

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

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

(1) bring together representatives of the Federal, State and local 
governments for the consideration of canmon problems; 

(2) provide a form for discussing the administration and coordina- 
tion of Federal grant and other programs requiring intergovernmental 
cooperation; 

(3) give critical attention to the conditions and controls involved 
in the adninistration of Federal grant programs; 

(4) make available technical assistance to the executive and legisla- 
tive branches of the Federal Government in the review of proposed 
legislation to determine its overall effect on the Federal system; 

(5) encourage discussion and study at an early stage of emerging 
public problems that are likely to require intergovernmental 
cooperation; 

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

(7) recommend methods of coordinating and simplifying tax laws and 
administrative practices to achieve a more orderly and less competi- 
tive fiscal relationship between the levels of government and to 
reduce the burden of compliance for taxpayers. 

Pursuant to its statutory responsibilities, the Commission from time 
to time singles out for study and recommendation particular problems, the 
amelioration of which, in the Commission's view, would enhance cooperation 
among the different levels of government and thereby improve the effectiveness 
of the Federal system of government as established by the Constitution. One 



subject so identified by the Codmission concerns the broad question of fiscal 
balance in our Federal system. 

This report was adopted by the Commission at successive meetings 
held on July 21 and October 6-7, 1967. 

Farris Bryant 
Chairman 
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This report represents the combined efforts of the entire Commission 
staff. The major responsibility for the staff work was shared by John Shannon 
and David B. Walker, Assistant Directors, and their colleagues Jacob M. Jaffe, 
Albert J. Richter, Will S. Myers, Jr., James H. Pickford, Page L. Ingraham, 
Frank X. Tippett, L. Richard Gabler, Eugene R. Elkins, Hope Marindin and Thomas 
Hanna, all of whom relied on Sandra Osbourn for library research and reference 
service. 

Research on fiscal disparities in the 37 largest metropolitan areas and 
in-depth fiscal studies in 12 of those areas was made possible through an Urban 
Planning Research and Demonstration contract awarded by the Department of Hous- 
ing and Urban Development under the provisions of Section 701(b) of the Housing 
Act of 1954 as amended. Professor Seymour Sacks of Syracuse University con- 
ducted the fiscal disparities research and submitted the initial draft of de- 
tailed findings. 

The work on the 12 metropolitan fiscal case studies included in Volume 
2 of this report was carried out under contract with Seymour Sacks, Roy Bohl, 
James Banovetz, Morris Beck, Wendell Bedichek, George F. Break, Alexander Ganz , 
John Riew, Frederick Stocker, John A. Vieg and J. D. Wingfield. Professor Sacks 
of Syracuse University and Mr. Jaffe of the Commission staff coordinated the 
efforts of the "on-the-scene" investigators. 

Throughout this project, the staff benefited from the advice and coun- 
sel of L. L. Ecker-Racz, Assistant Director at the time the study began. 

Special thanks are due the staff of the Governments Division, Bureau of 
the Census, for the data and assistance they provided, especially in connection 
with the analysis of metropolitan fiscal disparities. 

The Commission and its staff benefited from an informal review of a 
draft of the report by a number of individuals, including John Bebout, Andrew 
Bullis, George Bell, Robert Berry, Jo Bingham, Gerard Brannon, Charles Byrley, 
William Cassella, Arnold Diamond, Daniel Elazar , Frank Fernbach, H. R. Gallagher, 
Woodrow Ginsburg, Del Goldberg, Nathaniel Goldfinger, Thomas Graves, Robert 
Harris, Peter Harkins, Patrick Healy, Manuel Helzner, Bernard Hillenbrand, Victor 
Jones, Frank Keenan, Lawrence Kegan, I. M. Labovitz, Carl Madden, Allen Manvel, 
James Maxwell, Mary McAniff, Richard Murphy, Selma Mushkin, Richard Nathan, Tom 
0' Brien, Joseph Pechman, Robert Rafuse , William Robinson, George Roniger , 
Seymour Sacks, Harry Schieber, Charles Schwan, Charles Smith, Robert Smith, Tom 
Smith, Robert Steadman, E. Winslow Turner and Anita Wells. 

The involvement of the entire professional staff in this report makes 
it fitting to separately acknowledge the vital role of those who backstopped the 
research effort with clerical and technical skills, specifically: Elizabeth 
D. Green, Frances D. Buckler, Mary R. Hamrick, Karen Haagensen, Jackie Wallace, 

xiii 



Ronald Ross, Sue A. Reynolds, Inez B. Rountree, Lavinia Clarke, Jean L. Dorsey, 
Linda Topham and Deloris Boyd. 

The Commission records its appreciation for the contribution of these 
individuals to this report. Responsibility for content and accuracy rests, of 
course, with the Commission and its staff. 

The Commission gratefully acknowledges the financial assistance from 
the Department of the Treasury for the printing of Volume 1, and from the De- 
partment of Housing and Urban Development for its financial support of the metro- 
politan fiscal disparities research and the printing of Volume 2. 

William G. Golman 
Executive Director 



WORKING PROCEDURES O F  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 evaluating 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 interlocal relations. 
The Co.mission's approach to this broad area of responsibility is to select 
specific, discrete intergovernmental problems for analysis and policy recom- 
mendation. In some cases, matters proposed for study are introduced by indi- 
vidual members of the Commission; in other cases, public officials, profes- 
sional organizations 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 recom- 
mendations which the Commission might wish to consider. This is all developed 
and set forth in a preliminary 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 search- 
ing review and criticism. In assembling these reviewers, care is taken to 
provide (a) expert knowledge, and (b) a diversity of substantive and philoso- 
phical viewpoints. Additionally, representatives of the National League of 
Cities, 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 
"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. Criticisms 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 examination of conclusions and possible 
recomnendations. Differences of opinion are aired, suggested revisions dis- 
cussed, amendments considered 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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SCOPEOFTHEREPORT 

The Commission's study of Fiscal Balance in the American Federal System 
is contained in two volumes. In Volume 1, the Commission analyzes the basic 
structure of fiscal federalism, isolates the major shortcomings of the present sys- 
tem, identifies the fiscal sources of tension, and prescribes policies designed to 
strengthen the fiscal foundation of our intergovernmental system. In Volume 2, 
the Commission concentrates on the critically urgent problems caused by the growth 
of fiscal disparities among jurisdictions within metropolitan areas. Specifically, 
the Commission probes in depth the "fiscal facts of life" in the 37 largest metro- 
politan areas, draws on special case studies in 12 of these areas, and sets forth 
a series of recommendations designed to bring metropolitan needs and resources 
into greater alignment. The Commission was aided in its urban fiscal research by 
a grant from the Department of Housing and Urban Development. 

RECOMMENDATIONS 

Volume 1. Basic Structure of Fiscal Federalism 

A .  Broadened Fiscal Mix and Greater Fiscal Flexibility 
in Federal Aid to States and Localities 

1. The Commission concludes that to meet the needs of twentieth cen- 
tury America with its critical urban problems, the existing in- 
tergovernmental fiscal system needs to be significantly improved. 
Specifically, the Commission recommends that the Federal Govern- 
ment, recognizing the need for flexibility in the type of support 
it provides, authorize a combination of Federal categorical 
grants-in-aid, general functional block grants, and per capita 
general support payments. Each of these mechanisms is designed 
to, and should be used to, meet specific needs: the categorical 
grant-in-aid to stimulate and support programs in specific areas 
of national interest and promote experimentation and demonstra- 
tion in such areas; block grants, through the consolidation of 
existing specific grants-in-aid, to give States and localities 
greater flexibility in meeting needs in broad functional areas; 
and general support payments on a per capita basis, adjusted for 
variations in tax effort, to allow States and localities to de- 
vise their own programs and set their own priorities to help 
solve their unique and most crucial problems. Such general sup- 
port payments could be made to either State or major local units 
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of government if provision is made for insuring that the pur- 
poses for which they are spent are not in conflict with any 
existing comprehensive State plan. * ,* ,** 

2. The Commission recommends enactment of legislation by the Con- 
gress authorizing the President to submit grant consolidation 
plans, such consolidations to be transmitted to the Congress 
and to become effective unless rejected by either House within 
a period of 90 days. 

3. The Commission recommends that Congress and the President 
strive toward a drastic decrease in the numerous separate auth- 
orizations for Federal grants--adopting as a general goal a re- 
duction by at least half the number; specifically the Commis- 
sion recommends as a modest beginning, the following major con- 
solidations: (a) elimination of all categorization and ear- 
marking from the vocational education program to provide in ef- 
fect a single vocational education grant to be usable in speci- 
fied fields but within the State allotment in such amounts 
among the fields as determined by the State; and (b) consoli- 
dation of the existing grants for water and sewer line construc- 
tion into a single authorization to be administered by a single 
agency. 

4. The Commission recommends enactment by the Congress of legisla- 
tion proposed by the Administration to authorize single applica- 
tions by State and local governments for interrelated projects 
and for joint funding of projects containing components deriv- 
ing funds from several Federal sources, in order to encourage 
,tates and localities to interrelate various functional pro- 
grams and to facilitate effective program administration at the 
national level. It is further recommended that States enact 
similar legislation where necessary. 

5. The Commission recommends to the President that the Bureau of 
the Budget initiate an aggressive program to simplify and sys- 
temize the varied matching and apportionment formulas for 
existing Federal grant-in-aid programs. 

B. Strengthening State and Local Fiscal and Tax Systems 

6. The Commission concludes that the development of a more equit- 
able, diversified, and productive State-local tax system is 
prerequisite to avoiding excessive local property tax burdens, 
proliferation of local nonproperty taxes, interlocal fiscal 
disparities and dependence on Federal aid. The Commission 
therefore recommends that the States (1) require and enforce 
effective local use of the property tax including, in some 
States, a more intensive use of this revenue source, (2) 

Jr Chairman Bryant dissented. 
*+; Secretary Fowler entered a reservation and dissented in part. 
YcJrYc Mayor Naftalin did not concur in the portion of the last sentence which 

deals with comprehensive State plans. 
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equip themselves with a productive and broad-based tax sys- 
tem capable of underwriting a major portion of the State-local 
expanding expenditure requirements, and (3) shield basic family 
income from any undue burdens imposed by sales and property 
taxes. 

In order to strengthen the productivity of the sales tax, the 
Commission recommends action by the States to protect low in- 
come families from undue tax burdens on food and drugs under 
general sales taxes. 

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

The Commission recommends that the States which have not done 
so, give serious consideration to providing more flexibility in 
their constitutions for long-range State financing programs. 

C. Improved Federal Coordination and Management 

10. The Commission recommends an elevation of attention on the part 
of the President and the Congress to the more general need bf 
insuring the conduct and coordination of Federal grant and 
other programs in such a way as to improve the overall capa- 
bility of State and local government and consequently strengthen 
the American federal system. Its importance warrants assign- 
ment by the President of major responsibility in this area to 
an appointee having status equivalent to that of a member of 
the Cabinet. This official should be responsible for general 
liaison with State and local governments and be accessible to 
them regarding problems encountered in the administration of 
Federal grants-in-aid. Also this official should report at ap- 
propriate intervals to the President, Congress and the public 
on the extent to which grant-in-aid programs are achieving 
their objectives and the extent to which State and local gov- 
ernment is being strengthened in the process. 

The Commission further recommends the strengthening of the 
Bureau of the Budget's capability to sustain a vigorous pro- 
gram of interagency coordination of Federal grants-in-aid. 

The Commission recommends the enunciation by the President of 
a policy of decentralization of Federal decision-making in the 
administration of grant programs; among other actions, the Com- 
mission recommends decentralization to directors of Federal 
regional offices of most of the decisions connected with the 
review and approval of State or local plans developed as a 
condition of Federal formula-type grants and of amendments 
to such plans proposed by State and local governments. The 
Commission further recommends Presidential action to effect 
a major reduction in the wide variations in the regional bound- 
aries and headquarters sites of Federal field offices. 



The Commission believes the establishment of a field staff of 
the Bureau of the Budget should serve many of the purposes of 
field offices, appropriations for which have been sought 
repeatedly by the Budget Director and the President within the 
last few years. In addition to increased coordinative activity 
in the field by the Bureau, the Commission recommends the 
strengthening of existing Federal Executive Boards by (a) trans- 
fer of supervision of the Boards to the Bureau, and (b) pro- 
vision of at least one full-time staff member for each of the 
major Boards. 

The Commission recommends that the President establish within 
an appropriate agency of the Executive Branch a computerized 
system for storage and retrieval of information essential for 
the administration of grants-in-aid, formulation of Federal- 
State-local fiscal policies and other policy and management 
purposes. The Commission further recommends that the Congress 
establish a similar system to provide information for review 
of grant-in-aid programs and for other legislative purposes. 
The Commission recommends that tapes and other data resulting 
from these systems be made available to State and local gov- 
ernments. 

D. Simplification of Administrative Controls 
Under Federal Grants 

14. The Commission recommends the enactment of general legislation 
by the Congress applicable to Federal grants-in-aid to State 
governments, whereby the Comptroller General of the United 
States would study and review the accounting and auditing sys- 
tems of State governments which receive Federal grants-in-aid 
and ascertain the general adequacy and integrity of such State 
auditing and accounting systems; the Commission further recom- 
mends that for those States certified by the Comptroller Gen- 
eral as meeting standards of adequacy and integrity, the re- 
sults of State audits of expenditures of Federal grant funds 
be accepted by the administering Federal agency in lieu of 
fiscal audits by agency personnel, such acceptance to cease 
when and if the Comptroller General finds that the accounting 
and auditing system of the particular State no longer meets 
the prescribed standards. Finally, the Commission recommends 
that this authorization be extended at the discretion of the 
Comptroller General to units of local government receiving 
sizeable grants directly from Federal agencies. 

15. The Commission recommends the enactment of legislation pend- 
ing in the Congress to authorize the modification, at the re- 
quest of a State and with approval by the head of the Federal 
department or agency, of the single State agency requirement 
associated with Federal grants-in-aid to State governments. 

16. The Cormnission recommends the enactment of general legisla- 
tion by the Congress, consolidating insofar as possible into 
a single Congressional enactment a set of planning require- 
ments:-both functional and comprehensive--to be applicable 



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

17. The Commission recommends that Congress enact legislation which 
would effect an overall rather than piecemeal revision of Sec- 
tion 701 of the Housing Act of 1954. Specifically, such legis- 
lation should employ Federal planning assistance to strengthen 
comprehensive planning as an arm of elected chief executives, 
at State, areawide and local levels; require a closer inter- 
linking of planning, programming and coordination at those 
levels; and relate all federally aided functional planning to 
comprehensive planning at the State, areawide and local levels. 
The Commission further recommends that provision be made for 
State planning agencies, especially in those States with on- 
going comprehensive State planning programs receiving Federal 
financial assistance under Section 701, to review and comment 
upon all local and areawide applications for urban planning 
assistance. The Commission takes no position as to the most 
desirable location of responsibility in the Federal Executive 
Branch for administering assistance to State and local compre- 
hensive planning activities. 

E. Strengthening the State Executive and Legislative Branches 
as Effective Partners in the Federal System 

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

19. The Commission recommends that where needed, State constitu- 
tions be amended to permit the Governor to succeed himself. 

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

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

22. The Commission recommends that State constitutions be amended, 
where needed, to authorize the Governor to reorganize the 
administrative structure of State government and to shift 



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

23. In order to improve the fiscal and program coordination of 
Federal categorical grants going to State government the 
Commission recommends that the States themselves provide 
adequate funds and staff for this purpose; the Commission 
opposes the use of Federal grant funds to provide staff or 
facilities for the immediate office of the Governor. 

24. In order to help strengthen the position of State govern- 
ment generally and to afford adequate time for legislative 
consideration of State financial participation in Federal 
grant- in-aid programs , the Commission recommends State 
constitutional or other appropriate action, where necessary, 
to remove such restrictions on the length and frequency of 
sessions of the State legislature as may interfere with the 
most effective performance of its functions. Specifically 
the Commission recommends that the holding of annual sessions 
be given serious consideration in those States now holding 
biennial sessions. Further, in order that legislative 
compensation not deter the holding of annual sessions, the 
Commission recommends that legislators be paid on an annual 
basis jn an amount commensurate with demands upon their * time . 

25. In order that the legislature may keep abreast on a policy 
basis with Federal and State actions on cooperative programs, 
the Commission recommends that the States provide for year- 
round professional staffing of major committees of their 
State legislatures. 

26. In order that the State legislative voice may be heard in 
the formulation, financing and operation of Federal grant 
programs and other intergovernmental matters, the Commission 
recommends that State legislatures consider seriously the 
desirability of charging--by resolution or other appropriate 
means--elective presiding officers and/or chairmen and rank- 
ing members of those committees having jurisdiction in fields 
involving Federal-State relations with (1) following the 
development of proposed legislation in the Federal Executive 
Branch and the Congress, and (2) after appropriate consultation 
with State executive officials, presenting the views of legis- 
lators to congressional committees considering new or modified 
grant programs coming within the concern of State legislatures. 
The Commission further recommends that State legislatures 
provide adequate funding for this activity. 

* Governor Dempsey dissented. 
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Volume 2. Metropolitan Fiscal Disparities 

A .  Greater Involvement of Private Enterprise 
in Urban Programs 

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

B. Strengthening Local Government Organization 
and Neighborhood Initiative 

2. The Commission recommends the enactment of State legislation 
empowering a State agency--or a local agency formation com- 
mission--to (a) order the dissolution or consolidation of 
local units of government within metropolitan areas, and 
(b) enjoin the use of an interlocal contract within the 
metropolitan area when it is found to promote fractional- 
ization of the tax base without overriding compensating 
advantages; these actions should be taken pursuant to spe- 
cific statutory standards, with adequate ublic notice and 
hearings, and subject to judicial review. $ 

The Commission further recommends the amendment of formulas 
providing State aid to local governments so as to eliminate 
or reduce aid allotments to small units of local government 
not meeting statutory standards of economic, geographic and 
political viability .* 

3. The Commission recommends the enactment of State legislation 
authorizing large cities and county governments in metro- 
politan areas to establish neighborhood subunits of govern- 
ment with limited powers of taxation and of local self- 
government with respect to specified and restricted functions 
including the administration of specified portions of Federal, 
State and local programs. Such subunits would be dissoluble 
by the city or county governing body at any time.* 

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

-- - 

* Governors Rockefeller and Rhodes dissented. 
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5. The Commission recommends that Congress amend Title IX of 
P. L. 89-754 to remove the population ceiling on local govern- 
ments served by State information centers. 

6. The Commission recommends the enactment of State enabling 
legislation where necessary and action by city governments 
to establish and finance neighborhood information centers 
and referral services to orient residents and migrants to 
the demands and responsibilities of an urban society and to 
assist them in meeting immediate social and economic needs. 
The-Commission also recommends the inclusion in State enabling 
legislation of fiscal support for such centers. The Commission 
further recommends that Federal agencies providing assistance 
in city rebuilding and in combating poverty encourage the use 
of grant funds for establishing and manning these centers. 
Congress should provide incentives to States and communities 
to encourage them to do this, not through separate new pro- 
grams, but by amending pertinent existing grants to permit 
Federal grant funds to be used in this manner. 

C. Reducing Disparities in Educational Financing 

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

The Commission recommends the enactment of State legislation, 
preceded by constitutional amendment where necessary, estab- 
lishing or authorizing an appropriate State agency to mandate 
the establishment of county or regional school property taxing 
districts; this is suggested for those States where school 
financing has not already been placed on a countywide or 
regional basis.* 

The Commission recommends the enactment of State legislation, 
preceded by constitutional amendment where necessary, authoriz- 
ing the establishment by the State educational agency of 
educational facilities designed to make available on a multi- 
district basis a specialized educational capability, including 
special personnel, to the children of the districts involved. 
The Commission further recommends that State governments pro- 
vide appropriate financial incentives for the creation of such 
multi-district facilities. 

The Commission recommends the amendment of the Elementary and 
Secondary Education Act of 1965 to authorize Federal incentive 

* Governor Rockefeller dissented. 



grants to State and metropolitan educational agencies for 
the establishment of (a) county or regional school taxing 
districts, (b) specialized multi-district facilities as 
recommended herein, or (c) other areawide educational 
arrangements to assist iqequalizing fiscal resources with 
educational needs throughout the area." 

D. Improved Statistics for Metropolitan Areas 

The Commission recommends the establishment of a national 
system for the collection, analysis, and dissemination of 
social statistics, with full participation by Federal, State, 
and local governments, with special emphasis upon the develop- 
ment of such data for sub-state geographic areas (major cities, 
counties, and SMSA's) as well as State and national aggregates. 

The Commission recommends that the Internal Revenue Service 
expand its reporting of income statistics for Standard Metro- 
politan Statistical Areas to provide data for the units of 
general local government within such areas. 

The Commission recommends that Federal, State, and local 
officials work toward the establishment of data facilities 
for measuring for major urban functions the comparative per- 
formance levels of individual local units of government. 
This effort should be undertaken preferably by existing or 
new nongovernmental organizations and should look toward 
the establishment of optimal standards, the collection and 
analysis of data, and periodic publication of comparative 
figures. 

* Congressman Fountain dissented. 
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Chapter I 

INTRODUCTION 

The American federa l  system--in which the  primary r e s p o n s i b i l i t y  f o r  
providing domestic governmental se rv ices  is consigned t o  50 sovereign S t a t e s ,  
where "keeping government c lose  to  the  people" is a watchword and " loca l  home 
rule" i s  a precept- - fos ters  d i v e r s i t y  i n  the  philosophical ,  p o l i t i c a l  and organi- 
z a t i o n a l  character  of S t a t e  and loca l  government across the land. Liber ty  and 
freedom of ac t ion  a r e  a t  the  very roo t s  of our governmental philosophy, and under 
such a philosophy no two S ta te - loca l  governmental s t r u c t u r e s ,  t ax  systems o r  gov- 
ernmental s e r v i c e  "mixes" w i l l  be a l i k e .  Few, i f  any, r e s t r i c t i o n s  a r e  placed 
upon S t a t e  l e g i s l a t o r s  i n  shaping the  s t r u c t u r e s  and functions of t h e i r  S ta te -  
loca l  governmental systems, i n  developing t h e i r  S t a t e  economies o r  i n  tapping 
t h e i r  economic resources t o  carry  ou t  the  publ ic  w i l l .  

This fos te r ing  of d i v e r s i t y  poses a dilemma: When does d i v e r s i t y  be- 
come d i s p a r i t y ?  Are some kinds of d i v e r s i t y  "good" and do other  kinds begin t o  
take  on the earmarks of i n j u s t i c e ?  

We have noted e a r l i e r  the  considerable i n t e r s t a t e  and i n t e r r e g i o n a l v a r i -  
a t ions  i n  socio-economic c h a r a c t e r i s t i c s ,  i n  governmental s t r u c t u r e ,  and i n  the  
l eve l  of governmental services.>k Some of these d i f ferences  a r e  a matter  of pref-  
erence; o thers  r e f l e c t  indigenous human and geographic a t t r i b u t e s .  The metro- 
p o l i t a n  areas  i n  d i f f e r e n t  p a r t s  of the country vary j u s t  as  d i s t i n c t i v e l y  as  do 
the  S ta tes  and the  regions,  i n  many respects  taking on the  s o c i a l ,  economic and 
governmental c h a r a c t e r i s t i c s  of the S ta tes  i n  which they a r e  located.  And when 
we look a t  t h e  individual  components comprising a metropoli tan area--the c e n t r a l  
c i t y  on the  one hand and i t s  surrounding urban and r u r a l  communities ("outside 
c e n t r a l  cityw)--we f i n d  s i m i l a r  v a r i e t y .  

Divers i ty  between the  c e n t r a l  c i t y  and i t s  neighboring communities i n  a 
metropoli tan a rea  is not necessa r i ly  undesirable per  s e .  Indeed, some kinds of 
intercommunity d i f ferences  a r e  des i rab le .  Among them a r e  the  d i v e r s i t i e s  a r i s i n g  
from var ia t ions  i n  t a s t e s  and preferences of the l o c a l  inhabi tants :  Not a l l  com- 
munities p re fe r  modern a rch i t ec tu re ;  not a l l  l i k e  un ive r s i ty  environments; some 
l i k e  parks while o thers  p re fe r  t o  replace  them with buildings;  not  a l l  want mu- 
seums and o the r  c u l t u r a l  i n s t i t u t i o n s .  

Other kinds of d i v e r s i t y ,  however, a r e  genera l ly  considered t o  be unde- 
s i r a b l e :  the  c lus te r ing  of low income famil ies  i n  c e n t r a l  c i t y  (or  r u r a l )  slums 
i n  such a manner a s  t o  deprive them of the  p o s s i b i l i t y  of breaking ou t  of a pov- 
e r t y  environment; the  r e s u l t a n t  "building up" of c e r t a i n  cos t s  and deficiencies 

- - 

* Volumel ,  Chap te rk .  



o r  gaps i n  the  provision of services  which impinge on l o c a l  governments; and the  
uneven d i s t r i b u t i o n  of taxable resources and tax  burdens which f u r t h e r  compoung 
the  governmental problem. When these "undesirableq' d i f ferences  a r e  c r i t i c a l ,  
with d i f f e r e n t i a l  e f f e c t s  upon the  a b i l i t y  of neighboring c o m u n i t i e s  to  f inance 
governmental services, ,  they become " f i s c a l  d i s p a r i t i e s  ." 

A d i s p a r i t y  must always be viewed i n  terms of the  r e l a t i v e  advantage of 
one community over another. This can be i l l u s t r a t e d  by c lass i fy ing  c o m u n i t i e s  
wi th in  a metropoli tan area on the  bas is  of the  manner i n  which they bridge the  
gap between revenue resources and expenditure requirements. Using t h i s  response 
t e s t ,  a l l  c o m u n i t i e s  can be placed i n  one of f i v e  ca tegor ies :  

Highly disadvantaged--A community t h a t  f a l l s  f a r  s h o r t  on 
the  public se rv ice  s i d e  even though i t  makes an ext raordi -  
nary t a x  e f f o r t .  

Disadvantaged--A community t h a t  must make an extraordinary 
t ax  e f f o r t  t o  break even o r  provide an average l e v e l  of 
public se rv ice .  

Balanced--A community t h a t  can bridge the  gap between re-  
sources and needs by providing an average o r  adequate lev- 
e l  of se rv ice  with an average t ax  r a t e  e f f o r t .  

Advantaged--A comuni ty  tha t  can provide a super ior  l e v e l  
of se rv ice  with an average t ax  burden. 

Highly advantaged--A community t h a t  can provide a super ior  
l e v e l  of se rv ice  with a minimal t ax  e f f o r t .  

most o r  a l l  of the  communities wi th in  metropoli tan areas  f e l l  i n  the  
"balanced" category the re  would be no cause f o r  concern o r  need f o r  S t a t e  or  
National Government remedial o r  equal iza t ion ac t ion .  

However, the analyses conducted by the  Commission during 1966-67, in-  
cluding in-depth case s t u d i e s  of 12 metropoli tan a reas ,  underscore the  f a c t  % 
the re  a r e  indeed f i s c a l  d i s p a r i t i e s  as  between the  c e n t r a l  c i t y  and i ts  suburban 
communities, tha t  many of the  l a r p e s t  c e n t r a l  c i t i e s  a r e  i n  the  "highly disad- 
vantaped" category, and t h a t  the  extent  of some of these d i s p a r i t i e s  is growing. 
I n  general  we f ind:  

Eluch g rea te r  population growth i n  the  suburbs than i n  the  
c e n t r a l  c i t i e s  

Many instances of ac tua l  decl ine  i n  c e n t r a l  c i t y  popula- 
t ion 

Increasing concentrat ion of "high f i s c a l  cost" c i t i z e n s  i n  
the  c e n t r a l  c i t i e s ,  r e f l ec t ing :  

0 lower incomes i n  the  c e n t r a l  c i t y  r e l a t i v e  t o  suburbs 

poor housing i n  the  c e n t r a l  c i t y  r e l a t i v e  t o  suburbs 

higher unemployment i n  the  c e n t r a l  c i t y  r e l a t i v e  t o  
suburbs 



A lower level of educational expenditure and a higher level 
of noneducational expenditure in the central city--i,e,, the 
"municipal overburden" 

Much larger growth of per capita taxable resources in the 
suburbs than in the central cities 

Indeed, many instances of absolute decline in taxable re- 
sources in the central cities 

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

Looking to the future, the prospect in at least 10 of the 12 large 
metropolitan centers subjected to intensive analysis is for central city expendi- 
ture demands to exceed yields from existing revenue sources. As this develops, 
continued steep increases in the local property tax and more intensive utilization 
of nonproperty taxes will be required, aggravating the exodus of capital and upper 
income residents from the central city to the suburbs. Safeguarding the tradi- 
tional role of the city as the cultural and commercial center of urban America 
poses a formidable challenge at all levels of government. Only a forthright and 
imaginative response by both public and private enterprise can meet this chal- 
lenge. 



Chapter 2 

T O W A R D  CITY-SUBURBAN PARITY-FINDINGS 

A N D  RECOMMENDATIONS 

Uppermost i n  t h e  mind and conscience o f  America today i s  t h e  poverty and 
s o c i a l  u n r e s t  i n  t h e  l a r g e  c i t i e s .  The " c r i s i s  i n  the  c i t i e s "  i s  t h e  most import- 
a n t  domestic i s s u e  of  ou r  time. It i s  being d iscussed  t h e  l eng th  and breadth  of  
o u r  Nation--at  t h e  g r a s s  r o o t s  and i n  t h e  h a l l s  of Congress, Proposed s o l u t i o n s  
a r e  coming from a l l  d i r e c t i o n s ;  from p r i v a t e  i ndus t ry ,  from c i t i z e n s '  groups and 
from governmental t a sk  fo rces .  

This  s tudy t akes  an  a n a l y t i c  look a t  one a spec t  of  t h e  urban problem-- 
t h e  f i s c a l  d i s p a r i t i e s  between c e n t r a l  c i t i e s  and t h e i r  surrounding suburban com- 
muni t ies  i n  t h e  met ropol i tan  a r e a s .  It has  involved a d e t a i l e d  a n a l y s i s  of t h e  
f i nances  of  t h e  c e n t r a l  c i t y  government and t h e  o t h e r  l o c a l  governments t h a t  s e rve  
i t  i n  each  of  the  37 l a r g e s t  Standard Metropol i tan  S t a t i s t i c a l  Areas (SMSA's). 
These c e n t r a l  c i t y  l o c a l  f i nance  aggrega tes  were compared wi th  t h e i r  c o u n t e r p a r t s  
i n  t h e  remainder of t h e  SMSA. More d e t a i l e d  a n a l y s i s  was app l i ed  i n  a  dozen se- 
l e c t e d  met ropol i tan  a r e a s  i n  which l o c a l  i n v e s t i g a t o r s  conducted in-depth 
s tud i e s .*  

I n  t he  two decades s i n c e  the  end of  World War 11, we have wi tnessed  a  
t ransformat ion  i n  our  urban way o f  l i f e .  I n  place of economically and s o c i a l l y  
balanced c i t i e s ,  we now f i n d  i n  many o f  o u r  met ropol i tan  a r e a s  a  s e t  of lopsided 
communities. These c o n s i s t  o f  one o r  more " c e n t r a l  c i t i e s "  t o  which have migrated 
an i n o r d i n a t e  number of h igh  c o s t  c i t i z e n s ,  surrounded by h igh ,  medium and low 
income bedroom communities, p l u s  i n d u s t r i a l  and commercia 1 enclaves  a l l  w i t h  t a x  
bases  t h a t  cannot be used e f f e c t i v e l y  by t h e  me t ropo l i t an  community. P a r t i c u l a r -  
l y  i n  t h e  o l d e r  met ropol i tan  a r e a s  of  t h e  i n d u s t r i a l  Nor theas t  and Midwest, we 
a r e  confronted  w i t h  a  f i s c a l  c r i s i s  not  on ly  i n  t he  major c e n t r a l  c i t y ,  b u t  a l s o  
i n  some o f  i t s  sma l l e r  neighboring communities. The suburbs of  25 y e a r s  ago a r e  
now becoming s a t e l l i t e  co re  c i t i e s  w i th  t h e  c h a r a c t e r i s t i c s  of t h e  l a rge  c e n t r a l  
c i t y .  Suburbia cont inues  t o  grow, leaving  behind i t  a whole s e t  of new problems 
i n  d e t e r i o r a t i n g  groups of " c e n t r a l  c i t i e s . "  

The aggrava t ion  of f i s c a l  d i s p a r i t i e s  among l o c a l  governmental j u r i s d i c -  
t i o n s  i n  me t ropo l i t an  a r e a s  has  ominous imp l i ca t ions  f o r  t h e  f u t u r e  economic and 
s o c i a l  base o f  American s o c i e t y  and i t s  c i t i e s .  It i s  apparent  t o  t h e  Commission 
t h a t  many of  t h e  c u r r e n t  i l l s  o f  our  l a rge  c i t i e s  a r e  rooted  i n  t h e  i n c r e a s i n g  
economic and f i s c a l  d i s p a r i t i e s  between c e n t r a l  c i t i e s  and suburbs. The gap 
between t h e  have and have-not j u r i s d i c t i o n s  i n  t h e  me t ropo l i t an  a r e a s  i s  g r e a t  

* See Appendix B f o r  a  d e t a i l e d  d e s c r i p t i o n  of  t h e  methodology. The i n d i v i d u a l  
ca se  s t u d i e s  appear  i n  Appendix D. 



and widening r ap id ly .  Each new economic o r  s o c i a l  set-back t r i g g e r s  increased  
migra t ion  o f  h igher  income r e s i d e n t s  i n t o  more a f f l u e n t  and p ro tec t ed  a reas .  
P a y r o l l s  diminish,  bus inesses  move, t a x  r o l l s  shr ink  and proper ty  va lues  dec l ine .  
Poverty begets  poverty, and economic and s o c i a l  l o s s e s  climb. 

MAJOR FINDINGS 

The ~ormnission 's  d e t a i l e d  a n a l y s i s  of the  s o c i a l ,  economilc and f i s c a l  
d i s p a r i t i e s  between the  met ropol i tan  c e n t r a l  c i t i e s  and t h e i r  surrounding suburb- 
an  communities r e v e a l s  t h a t :  

1. Regardless of t h e  l e v e l  of the  a n a l y s i s ,  n a t i o n a l  t o t a l s  o r  i nd iv id -  
u a l  a r e a ,  t h e r e  i s  a  growing concent ra t ion  of the  "high cos t"  c i t i z e n  i n  t h e  cen- 
t r a l  c i t y .  There i s  every reason t o  be l i eve  t h i s  t r end  w i l l  continue.  The con- 
c e n t r a t i o n  of  h igh  c o s t  c i t i z e n s  i n  the  c e n t r a l  c i t y  is  d rama t i ca l ly  underscored 
by pub l i c  we l f a re  s t a t i s t i c s .  For example, 27 percent  of Maryland's populat ion 
i s  loca ted  i n  Balt imore,  y e t  71 percent  of  Maryland's AFDC case  load i s  t o  be 
found i n  t h a t  c i t y .  By the same token, Boston, w i th  14 percent  of Massachuset ts '  
popula t ion ,  accounts  f o r  38 percent  of  t h a t  S t a t e ' s  AFDC case  load. 

2 .  The paradox of  t he  poverty i n  t he  midst  of p lenty  emerges most s t r i k -  
i n g l y  i n  t he  c e n t r a l  c i t i e s  of  t h e  l a r g e  metropol i tan  areas--and e s p e c i a l l y  i n  t h e  
o l d e r  c e n t r a l  c i t i e s  of  the  i n d u s t r i a l  Northeast  and Midwest. The dec l ine  i n  ab- 
s o l u t e  poverty and inc rease  i n  abso lu t e  a f f luence  i s  overshadowed by the  economic 
d i s p a r i t i e s  between the  l a r g e  c e n t r a l  c i t i e s  and t h e i r  suburbs. 

3. The l a r g e  c e n t r a l  c i t i e s  a r e  i n  t he  th roes  o f  a  deepening f i s c a l  
c r i s i s .  On t h e  one hand, they a r e  confronted wi th  the  need t o  s a t i s f y  r a p i d l y  
growing expendi ture  requirements  t r i g g e r e d  by t h e  r i s i n g  number o f  "high cos t "  
c i t i z e n s .  On the  o t h e r  hand, t h e i r  t a x  resources  a r e  growing a t  a  decreas ing  
r a t e  (and i n  some cases  a c t u a l l y  dec l in ing ) ,  a  r e f l e c t i o n  of  t h e  exodus of  middle 
and h igh  income f a m i l i e s  and bus iness  f i rms  from the  c e n t r a l  c i t y  t o  suburbia.  

4. A c l e a r  d i s p a r i t y  i n  t a x  burden i s  ev ident  between c e n t r a l  c i t y  and 
o u t s i d e  c e n t r a l  c i t y .  Local  t axes  i n  t he  c e n t r a l  c i t i e s  average 7.6 percent  o f  
t he  personal  income of  t h e i r  r e s i d e n t s ;  ou t s ide  the  c e n t r a l  c i t i e s  they equal  only  
5.6 percent  o f  income. Higher c e n t r a l  c i t y  t axes  a r e  r e i n f o r c i n g  the  o t h e r  fac-  
t o r s  t h a t  a r e  pushing upper income f a m i l i e s  and bus iness  f i rms  o u t  of t h e  c e n t r a l  
c i t y  i n t o  suburbia.  - 

5. The c e n t r a l  c i t i e s  increased  t h e i r  r e l a t i v e  t a x  e f f o r t  during a  pe- 
r i o d  when t h e i r  proper ty  t a x  base e i t h e r  showed a  dece l e ra t ion  i n  t h e  r a t e  of  
growth, o r  an abso lu t e  dec l ine .  The observed changes r e f l e c t e d  e i t h e r  i n c r e a s e s  
i n  proper ty  t a x  r a t e s ,  i n t roduc t ion  of  l o c a l  nonproperty taxes  ( e s p e c i a l l y  i n  t h e  
case  of  municipal  governments), o r ,  most gene ra l ly ,  a  cbmbination of  t he  two. The 
c e n t r a l  c i t y  t a x  development c o n t r a s t s  sha rp ly  wi th  t r ends  on the  o u t s i d e  where 
h igh  income and a  con t inua t ion  of t h e  growth of  t he  proper ty  t a x  base mi t iga t ed  
t a x  pressures .  

6.  On t h e  educa t iona l  o r  "developmental" f r o n t ,  t h e  c e n t r a l  c i t i e s  a r e  
f r .  I n  1957 
t h e  per  p u p i l  expendi tures  i n  t h e  37 met ropol i tan  a r e a s  favored the  c e n t r a l  c i t y  



s l i g h t  ly--$312 t o  $303 f o r  the  suburban ju r i sd ic t ions .  By 1965, the suburban 
j u r i s d i c t i o n s  had forged f a r  ahead--$574 t o  $449 f o r  the  c e n t r a l  c i t i e s .  This 
growing d i s p a r i t y  between the c e n t r a l  c i t y  and suburban school d i s t r i c t s  takes on 
a more ominous character  i n  l i g h t  of the f a c t  t h a t  the c e n t r a l  c i t y  school d is-  
t r i c t s  must carry  a d ispropor t ionate ly  heavy share of the educational  burden--the 
task  of educating an increas ing number of "high cost" underprivileged chi ldren.  
Children who need education the  most a r e  receiving the l e a s t !  

7 .  To make mat ters  worse, S t a t e  a i d  t o  school d i s t r i c t s  a c t u a l l y  aggra- 
v a t e s  t h i s  s i t u a t i o n  by favoring the  r u r a l  and suburban d i s t r i c t s .  

8. On the  municipal service  o r  cus tod ia l  f r o n t ,  the presence of "high 
cost" c i t i z e n s ,  g r e a t e r  population densi ty  and the need t o  service  commuters 
force  c e n t r a l  c i t i e s  t o  spend f a r  more than most of t h e i r  suburban neighbors f o r  
pol ice  and f i r e  protect ion and s a n i t a t i o n  services .  The 37 l a rges t  c e n t r a l  c i t i e s  
had a noneducational (municipal) out lay  of $232 per cap i t a  i n  1965--$I00 g r e a t e r  
than t h e i r  suburban counterparts .  

9 .  Of growing s ignif icance  a r e  the  f i s c a l  d i s p a r i t i e s  among r i c h  and 
poor suburban communities i n  many of the  metropoli tan a reas - -d i spa r i t i e s  t h a t  of- 
t en  a r e  even more dramatic than those observed between c e n t r a l  c i t i e s  and suburbia 
i n  general .  Many of the o lde r  suburban communities a r e  taking on the  physical ,  
s o c i a l  and economic c h a r a c t e r i s t i c s  of the c e n t r a l  c i t y .  This type of community 
i s  e spec ia l ly  vulnerable t o  f i s c a l  d i s t r e s s  because i t  lacks the  d i v e r s i f i e d  t a x  
base t h a t  has enabled the  c e n t r a l  c i t y  t o  absorb some of the impact of ext raor-  
dinary expenditure demands. 

It i s  t rue ,  indeed, tha t  ~ m e r i c a ' s  g rea t  urban a reas  contain both most 
of the  country ' s  wealth and most of i t s  s o c i a l  and economic problems. The 228 
Standard Metropolitan Areas i n  the  United S t a t e s  account fo r :  

percent of the  population 

l e a s t  three-quar ters  of Federal  personal income tax  
lec  t ions  

percent of taxable assessed valuat ion 

percent of bank checking accounts 

ALSO account for :  

Most of the  Nation's  poverty! 

0 Most of the  Nation's crime and delinquency! 

0 Most of the   at ion's current  d i s s a t i s f a c t i o n ,  d i sa r ray  and 
c i v i l  disorder! 

One s e t  of j u r i s d i c t i o n s  (usual ly  the c e n t r a l  c i t y )  has the problems and 
the  o the r  s e t  of j u r i s d i c t i o n s  (usually the suburbs) has the resources. But i t  
i s  impossible i n  most a reas ,  due t o  S t a t e  laws and p o l i t i c a l  boundaries, t o  apply 
areawide resources t o  areawide problems. We a r e  challenged to  develop ways t o  
deploy resources from where they a r e  t o  where the  problems e x i s t .  



The s t u d i e s  of the tax  resources and public expenditure requirements of 
Metropolitan America jus t  f in i shed  by the Commission a l l  point  t o  the  same ines- 
capable conclusion: 

Regardless of ac t ions  taken by the public sec to r  t o  con t ro l  r i o t s ,  re-  
gardless  of ac t ions  taken by the p r iva te  sector  t o  p ro tec t  o r  increase  economic 
investment and opportunity and regardless  of e f f o r t s  by p r iva te  and public enter-  
p r i s e  together  i n  combating poverty and disease  among low income res iden t s  of 
c e n t r a l  c i t i e s  o r  depressed suburban areas ,  S t a t e ,  l o c a l  and Federal  l e g i s l a t i v e  
ac t ion  is  necessary and urgent t o  br ing f i s c a l  needs and resources of our urban - -- - 

eovernrnents i n t o  b e t t e r  b-alance. 

RECOMMENDATIONS 

One key t o  the solut ion of many of the f i s c a l  d i s p a r i t y  problems i n  the  
metropoli tan a reas  l i e s  i n  a  recognit ion and assumption of proper r e s p o n s i b i l i t y  
by the  governments of the severa l  S ta tes .  The S t a t e s  have broad taxing ju r i sd ic -  
t i o n ,  would they but use i t ,  t o  begin t o  cor rec t  the maldis t r ibut ion of f i s c a l  
resources i n  the  metropoli tan a reas  and t o  provide -for an appropriate "mix" o  f  
public se rv ices  i n  accordance wi th  the needs t h a t  a r e  generated by the s o c i a l  and 
economic d i s p a r i t i e s  between the  c e n t r a l  c i t y  and the  suburbs. Indeed, some 
S t a t e s  a r e  taking some highly courageous s t eps  i n  t h i s  d i rec t ion .  

From i t s  very incept ion,  t h i s  Commission has emphasized the indispensable 
ro le  of  S t a t e  government i n  our f e d e r a l  system a s  the balance-wheel between the  
National  Government and the l o c a l  governments i n  the provision of domestic gov- 
ernmental services .  We have emphasized t h a t  only through S t a t e  l e g i s l a t i v e  and 
c o n s t i t u t i o n a l  ac t ion  can loca l  governments be made viable .  Only the  S t a t e s  can 
provide the  necessary organizat ional  framework and the s t a t u t o r y  mandate t o  
s t rengthen the property t ax  so t h a t  i t  can be used most e f f e c t i v e l y  a s  a  produc- 
t i v e  and equi table  revenue source. Only the  S t a t e s  can author ize  the  l o c a l i t i e s  
t o  levy nonproperty taxes.  

Without question,  the  S t a t e s  recognize the statewide and the nationwide 
concern with the "metropolitan problem." Without question,  the  S t a t e s  recognize 
t h a t  t h e i r  r e spons ib i l i ty  extends f a r  beyond t h a t  of sending i n  the National  
Guard t o  q u e l l  r i o t s .  Statements by Governors, individual ly  and c o l l e c t i v e l y ,  a t -  
t e s t  t o  t h i s .  Leg i s l a t ive  debate, both i n  the S t a t e  c a p i t a l s  and i n  Congress add 
f u r t h e r  testament. But when these debates turn  t o  the question of f i s c a l  solu- 
t ions ,  they lead almost invar iably  t o  the U.S. Treasury. 

Yet, many S t a t e s  have unused t ax  po ten t i a l  they can apply toward amelio- 
r a t i n g  the metropoli tan d i s p a r i t i e s  wi th in  t h e i r  own borders. How f a r  the  S t a t e s  
can go i n  t h i s  d i rec t ion ,  and what the  National  Government can do t o  b o l s t e r  t h e i r  
e f f o r t s ,  have been examined i n  Volume 1. Here the focus of our a t t e n t i o n  is the 
metropoli tan area per se--what can be done wi th  the resources wi thin  the metro- 
po l i t a n  area borders? 

Some of the  proposals we now examine a r e  controvers ia l .  They might be 
s a i d  t o  have only modest p o l i t i c a l  f e a s i b i l i t y  under h i t h e r t o  prevai l ing circum- 
s tances  and a t t i t u d e s .  However, the time f o r  p a l l i a t i v e s  i s  f a s t  fading and the 
time f o r  r e so lu te  ac t ion  i s  here.  The United S t a t e s  simply can no longer a f fo rd  



the  economic and soc ia l  erosion now destroying the  very foundations of our  urban 
socie ty .  

0 The f i r s t  four proposals deal  with f inancing and o the r  a r -  
rangements r e l a t i n g  t o  public education i n  metropoli tan 
areas.  Commission concern with an areawide approach t o  the 
f inancing of urban education stems from the  f a c t  t h a t  con- 
t inued f i s c a l  support of t h i s  c r i t i c a l  funct ion on an in-  
dividua l i zed  ju r i sd ic t iona  1 bas i s  can only produce f u r t h e r  
de te r io ra t ion  of educational  opportunity i n  most core c i t i e s  
and some suburbs. 

0 Another f ive  proposals a r e  d i rec ted toward a  reduction of 
fragmentation of the l o c a l  and metropoli tan tax  base, the 
establishment of neighborhood governmental and s e w i c e  in-  
s t i t u t i o n s  and the  strengthening of l o c a l  government capa- 
b i l i t y  t o  deal  with Federal  and S t a t e  grant  programs. 

@ One proposal urges the removal of c o n s t i t u t i o n a l  and s t a t u -  
tory  b a r r i e r s  t h a t  prevent S ta te  and l o c a l  governments from 
joining wi th  p r iva te  en te rp r i se  i n  mounting e f f o r t s  t o  meet 
the urban economic and f i s c a l  c r i s i s .  

The f i n a l  three  recommendations deal  with ways of improving 
urban income and s o c i a l  s t a t i s t i c s  and of developing com- 
para t ive  performance standards f o r  urban governmental 
functions. 

I n  the   omm mission's view, these measures a r e  urgent and v i t a l l y  necessary 
i f  r e s t o r a t i o n  of our metropoli tan areas  t o  f i s c a l  hea l th  is  t o  begin and i f  a  
glimmer of  hope i s  t o  penetra te  the deep despai r  and discouragement a f f l i c t i n g  
the officialdom and the c i t i z e n r y  of America's great  munic ipal i t ies .  

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

Fragmentation of the property tax  base i n  the metropoli tan a reas  r e s u l t s  
i n  a  gross  maldis t r ibut ion of t h i s  primary source of l o c a l  government revenue. 
Our d e t a i l e d  ana lys i s  of the  metropoli tan tax  base ind ica tes  a  decelera t ion of 
growth, and i n  some ins tances  an absolute decl ine ,  of taxable values  i n  the  cen- 
t r a l  c i t y  a t  the same time t h a t  such values grow apace i n  the suburban communi- 
t i e s .  I n  some c e n t r a l  c i t i e s  tax  burdens have become in to le rab le  a s  t h e i r  gov- 
ernments s t ruggle  t o  f inance the  add i t iona l  service  needs generated by the  "high 
cos t  c i t i zenry"  they have a t t r a c t e d .  Surrounded by opulence i n  t h e i r  suburbs, 
the c e n t r a l  c i t i e s  have no way t o  t ap  these resources,  which o f t e n  l i e  fal low i n  
c o m e r c i a l  and i n d u s t r i a l  enclaves and i n  high income bedroom communities. 

Broadening the s p a t i a l  dimensions of the t ax  base makes possible an ex- 
pansion of the public service  area t o  assure  more e f f e c t i v e  u t i l i z a t i o n  of re- 
sources. This can be p a r t i c u l a r l y  e f f e c t i v e  i n  the  f i e l d  of education but i s  ap- 
p l i cab le  a s  we l l  t o  a i r  and water pol lu t ion,  mass t r a n s i t  and s i m i l a r  public needs 
with obvious areawide implications.  Previously t h i s  Commission has  recommended 



the  establishment of metropoli tan se rv ice  corporations with au thor i ty  t o  levy 
taxes and se rv ice  charges i n  order  t o  provide such areawide se rv ices .  The f o l -  
lowing recommendations go beyond t h i s  and c a l l  f o r  areawide financing of c e r t a i n  
se rv ices  t o  help  the  c e n t r a l  c i t y  meet the  extraordinary demands on i t s  de te r io -  
r a t i n g  resources.  I n  o the r  respects  the following proposals a r e  modest; they do 
not suggest areawide adminis t ra t ion-- ra ther ,  they preserve l o c a l  and neighborhood 
control  of the  operation of publ ic  se rv ices .  

Establishing an Areawide School Tax Base- 
Recommendation No. 1 

The Commission recommends the enactment of S t a t e  l e g i s l a t i o n ,  

preceded by c o n s t i t u t i o n a l  amendment where necessary, estab- 

l i s h i n g  o r  author iz ing an appropr ia te  S t a t e  agency t o  mandate 

the  establishment of county o r  regional  school property tax- 

ing d i s t r i c t s ;  t h i s  i s  suggested f o r  those S t a t e s  where school 

f inancing has not already been placed on a countywide o r  re-  

g ional  basis.* 

Overwhelming evidence i n  t h i s  repor t  points  t o  an acce le ra t ing  eros ion 
of school f inances and school f a c i l i t i e s  i n  major p a r t s  of many of our metropoli- 
tan  a reas .  The gap between per pupi l  expenditures i n  the suburbs and the  c e n t r a l  
c i t i e s  i s  widening rapidly .  Most observers of today's  urban America agree t h a t  
inadequate and de te r io ra t ing  education i s  a paramount problem i n  the c e n t r a l  c i t y  
ghetto.  To h a l t  and reverse t h i s  process we must begin f inancing our schools 
from a t ax  base broader than t h a t  of the individual  p o l i t i c a l  ju r i sd ic t ion .  S t a t e  
a i d  can and should be increased and equal iza t ion fea tu res  improved; Federal  a i d  
should and no doubt w i l l  be increased.  However, i f  the fabr ic  of the American 
f e d e r a l  system of government i s  to  be preserved, our metropoli tan communities, 
which a r e  becoming increas ingly  interdependent economically, must ad jus t  t o  more 
of an areawide approach t o  the f inancing of public se rv ices ,  e spec ia l ly  education 
which t r a i n s  much of the fu ture  manpower supply of the area a s  a whole. 

I f  the  exodus of high and middle income people from the  c e n t r a l  c i t i e s  
i s  t o  be slowed, then the schools i n  these  c i t i e s  must become places t o  be proud 
of r a t h e r  than places t o  f l e e  from. The Commission apprecia tes  the  emotional 
attachments and a t t r a c t i o n s  surrounding the  "neighborhood school ." Opinion v a r i e s  
on the  extent  t o  which ac tua l  mergers o r  consolidations of school d i s t r i c t s  o r  
physical  t r a n s f e r s  of pupi ls  should be attempted i n  order t o  secure r a c i a l  mixing. 
That i s sue  i s  not  bas ic ,  however, t o  our concern i n  t h i s  r epor t  with d r a s t i c  

* Governor Rockefeller d i s sen t s  from t h i s  recommendation and s t a t e s  tha t :  re he 
recommendation f a i l s  t o  give s u f f i c i e n t  recognit ion t o  the  f a c t  t h a t ,  i n  some 
S ta tes ,  a  S t a t e  mandate might not  be the  most p r a c t i c a l  and e f f e c t i v e  means of ac- 
complishing the  object ive  of reducing d i s p a r i t i e s  i n  educational  financing. ' '  



improvements i n  intergovernmental  f i s c a l  arrangements. While not  n e c e s s a r i l y  em- 
brac ing  a l l  t he  connotat ions t h a t  surround the  "neighborhood  school,^‘' t h e  fore-  
going recommendation can accomplish much i n  the  way of  increased  f i s c a l  support  
of  t he  schools  i n  g r e a t e s t  need whi le  keeping school  pol icy  and school  adminis- 
t r a t i o n  o r i e n t e d  t o  i nd iv idua l  u n i t s  o f  l o c a l  gene ra l  government o r  independent 
school  d i s t r i c t s .  I t s  o b j e c t i v e  is  t o  p lace  school  f inancing  on an areawide b a s i s  
by tapping  the  wealth and resources  of t h e  whole met ropol i tan  a rea  t o  enable f i -  
nanc ia l  resources  a v a i l a b l e  f o r  publ ic  schools  t o  be concent ra ted  i n  t he  a r e a s  
w i t h  the  g r e a t e s t  educat ional  needs. 

We l i m i t  t h i s  recommendation t o  the  proper ty  t a x  t o  r e t a i n  i n  gene ra l  
the  present  primary r e l i a n c e  of  l o c a l  school  f inancing  on t h i s  source. An area-  
wide proper ty  t a x  p re sen t s  fewer compliance problems than s a l e s  o r  income t axes  
and s ince  i t  would be l ev i ed  and c o l l e c t e d  by an  areawide agency--and t o  be e f -  
f e c t i v e  i t  must be based upon a S ta t e -equa l i zed  assessment--most of  t he  i n t e r l o -  
c a l  d i s p a r i t i e s  i n  assessment and r a t e s  would be neu t r a l i zed .  Furthermore, i n  
most S t a t e s  a cons iderable  po r t ion  of  school  revenues is provided by S t a t e  a i d ,  
which o r i g i n a t e s  almost e n t i r e l y  i n  nonproperty t axes .  

The o rgan iza t iona l  d e t a i l s ,  such a s  t h e  composition of  t he  board of d i -  
r e c t o r s  o r  t he  manner o f  s e l e c t i n g  board members, would have t o  be s p e l l e d  ou t  i n  
the  enabl ing  S t a t e  l e g i s l a t i o n .  I n  genera l ,  board members should be representa-  
t i v e  of t h e  areawide population. Members could be e i t h e r  appointed by t h e  indiv-  
i d u a l  school  boards o r  e l e c t e d  from d i s t r i c t s  wi th  s u b s t a n t i a l l y  equa l  popula- 
t i o n s ,  o r  a combination o f  t hese  methods. 

I n  North Carolina the  S t a t e  government f inances  v i r t u a l l y  the  f u l l  c o s t  
o f  ope ra t ing  elementary and secondary schools ,  and c a p i t a l  o u t l a y  i s  f inanced 
loca l ly .  I n  such cases ,  t h e  S t a t e  can take  d i r e c t  a c t i o n  t o  he lp  meet the h ighe r  
c o s t  o f  educat ing  disadvantaged ch i ld ren  by channeling a d d i t i o n a l  funds t o  t he  
l o c a l i t i e s  where they l i v e  v i a  t h e  S t a t e  formula f o r  a l l o c a t i n g  school  monies. 

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

The Commission recommends the  enactment of S t a t e  l e g i s l a t i o n ,  

preceded by c o n s t i t u t i o n a l  amendment where necessary ,  author-  

i z i n g  t h e  es tab l i shment  by t h e  S t a t e  educat ional  agency of edu- 

c a t i o n a l  f a c i l i t i e s  designed t o  make a v a i l a b l e  on a mul t i -  

d i s t r i c t  bas i s  a s p e c i a l i z e d  educat ional  c a p a b i l i t y ,  inc luding  

s p e c i a l  personnel ,  t o  t he  ch i ld ren  of t he  d i s t r i c t s  involved. 

The Commission f u r t h e r  recommends t h a t  S t a t e  governments pro- 

v ide  appropr i a t e  f i n a n c i a l  incent ives  f o r  t he  c r e a t i o n  of such 

m u l t i - d i s t r i c t  f a c i l i t i e s .  



The q u a l i t y  of educat ion  i s  o f t e n  d i r e c t l y  commensurate w i t h  s p e c i a l i z a -  
t i o n  of  teaching  and a s soc ia t ed  personnel .  S p e c i a l i z a t i o n  of  both personnel  and 
curr iculum, i n  t u r n ,  a r e  d i r e c t l y  r e l a t e d  t o  t he  economies of s c a l e  a t t a i n a b l e  by 
t h e  school  system. A system o r  d i s t r i c t  s e rv ing  a smal l  popula t ion  w i l l  not have 
a s u f f i c i e n t  number of p u p i l s  e n r o l l e d  i n  any one v o c a t i o n a l  t r a i n i n g  o r  c o l l e g e  
prepara tory  program t o  j u s t i f y  the  c o s t  of providing s p e c i a l i z e d  t eache r s  o r  sep- 
a r a t e  c l a s s e s  f o r  them. When the  u n i t  c o s t s  of  s p e c i a l i z e d  educat ion  a r e  prohi-  
b i t i v e  the  smal l  d i s t r i c t  can o f f e r  only genera 1 common-denominator programs t h a t  
do not  adequately prepare i t s  graduates  f o r  employment o r  f u r t h e r  educat ion;  t h e  
phys i ca l ly  and menta l ly  handicapped a r e  v i r t u a l l y  abandoned. 

The use  of  m u l t i - d i s t r i c t  f a c i l i t i e s  o r  "educational  parks" enables  a  
group o f  school  d i s t r i c t s  t o  g ive  t h e i r  c h i l d r e n  acces s  t o  s p e c i a l i z e d  educa t iona l  
equipment and personnel  a t  reasonable c o s t .  I f  r e s t r i c t e d  t o  t he  f i n a n c i a l  capa- 
b i l i t i e s  of i n d i v i d u a l  d i s t r i c t s ,  such f a c i l i t i e s  a r e  over ly  expensive f o r  the  
w e a l t h i e r  d i s t r i c t s  and t o t a l l y  o u t  o f  the reach of t h e  poorer  d i s t r i c t s .  

Here aga in  t h e  Commission i s  aware o f  r a c i a l  and o t h e r  s o c i a l  a spec t s  of 
school  conso l ida t ion  i n  the  use of educa t iona l  parks. We be l i eve  i t  necessary a t  
t he  ve ry  minimum t h a t  school  d i s t r i c t s  i n  met ropol i tan  a r e a s  be provided wi th  suf-  
f i c i e n t  f l e x i b i l i t y  t o  permit voluntary  arrangements f o r  t he  cons t ruc t ion  and 
u t i l i z a t i o n  of s p e c i a l i z e d  educa t iona l  f a c i l i t i e s ,  because such arrangements w i l l  
tend t o  l e s sen  the  educat ional  gap between the  advantaged and disadvantaged 
ch i ld ren .  

It is d e s i r a b l e  t h a t  S t a t e  governments a s s i s t  i n  the  p rov i s ion  of spe- 
c i a l i z e d  f a c i l i t i e s  through f i n a n c i a l  i ncen t ive  g r a n t s  thereby he lp ing  t o  b r i n g  
these  f a c i l i t i e s  w i th in  the  reach o f  a  g r e a t e r  number of  c h i l d r e n  from the  poorer 
d i s t r i c t s .  

Federal Government Encouragement and Assistance for 
Metropolitan Educational Arrangements- 
Recommendation No. 3 

The Commission recommends t h e  amendment of t h e  Elementary and 

Secondary Education Act of 1965 t o  au tho r i ze  Federa l  i ncen t ive  

g r a n t s  t o  S t a t e  and metropol i tan  educat ional  agencies f o r  t h e  

establ ishment of (a) county o r  r eg iona l  school  tax ing  d i s t r i c t s ,  

(b) s p e c i a l i z e d  m u l t i - d i s t r i c t  f a c i l i t i e s  a s  recommended h e r e i n  

o r  (c) o t h e r  areawide educat ional  arrangements t o  a s s i s t  i n  

equa l i z ing  f i s c a l  resources  wi th  educat ional  needs throughout 

t h e  area .*  

* Congressman Fountain does not  concur i n  t h i s  recommendation. 



Current  Federal  po l i cy  governing f i n a n c i a l  a s s i s t a n c e  t o  S t a t e s  and lo -  
c a l i t i e s  i n  t h e  f i e l d  of elementary and secondary education i s  based upon t h e  
u t i l i z a t i o n  of such a i d  t o  t h e  g r e a t e s t  ex t en t  poss ib l e  i n  improving t h e  q u a l i t y  
o f  educat ion  f o r  economically and c u l t u r a l l y  disadvantaged ch i ld ren .  However, 
cu r r en t  Fede ra l  programs conducted pursuant t o  the  Elementary and Secondary Edu- 
c a t i o n  Act have no impact o r  i n f luence  upon a c t i o n s  which S t a t e s  and l o c a l i t i e s  
may take  i n  narrowing o r  widening d i s p a r i t i e s  i n  t h e  l o c a l  t a x  bases  suppor t ing  
pub l i c  educat ion.  The Commission b e l i e v e s  t h a t  t he  educat ion  of low income c h i l -  
dren would be f u r t h e r  improved and t h e  o b j e c t i v e s  of  Federa l  educat ional  a i d  leg- 
i s l a t i o n  enhanced i f  i ncen t ive  g r a n t s  were provided i n  those  cases  where t h e  
S t a t e  o r  l o c a l  educat ional  agencies j o in  i n  expanding t h e  geographical  j u r i s d i c -  
t i o n  of t h e  school system s o  a s  t o  make sca rce  educat ional  c a p a b i l i t i e s  acces-  
s i b l e  t o  l a r g e r  numbers o f  ch i ld ren  from lower income fami l i e s .  

We have considered the  ob jec t ions  t o  t h i s  proposal  on the  grounds t h a t  
innovat ive  met ropol i tan  educat ional  arrangements must be worked out  w i th in  t h e  
context  o f  vary ing  S t a t e - l o c a l  admin i s t r a t ive  and f i s c a l  r e l a t i o n s h i p s  and there-  
f o r e  should not  be complicated by Federa l  i ncen t ive  g ran t s .  However, we be l i eve  
t h a t  s ince  the  purpose of  ESEA g r a n t s  i s  t o  improve the  q u a l i t y  of  educat ion  f o r  
disadvantaged ch i ld ren ,  t h e  primary focus should be on f u l l y  funding the  Elemen- 
t a r y  and Secondary School Act and on developing S t a t e  a i d  formulas t h a t  r e f l e c t  
the h igher  c o s t  of educat ing  such youngsters .  

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

The Commission recommends t h a t  S t a t e s  add t o  t h e i r  school  a i d  

formulas appropr i a t e  f a c t o r s  r e f l e c t i n g  h igher  c o s t s  per  pup i l  

amonP disadvantaged a s  compared t o  advantaped c h i l d r e n ,  espe- 

c i a l l y  i n  a r eas  of high popula t ion  d e n s i t y .  The C m i s s i o n  

f u r t h e r  recommends t h e  amendment of t h e  Elementary and Secondary 

Education Act of 1965 t o  au tho r i ze  t h e  u t i l i z a t i o n  of o therwise  

a v a i l a b l e  Federal  funds f o r  i ncen t ive  g r a n t s  t o  S t a t e s  t h a t  make 

such r e v i s i o n s  i n  t h e i r  school  a i d  formulas. 

W e  a r e  agreed t h a t  t he  economic w e l l  being of  t he  ind iv idua l  is  today 
l a r g e l y  shaped by the  l e v e l  of  h i s  educat ional  a t ta inment .  The i n t e n s i t y  o f  t h i s  
d i r e c t  r e l a t i o n s h i p  inc reases  commensurately wi th  t h e  inc reas ing  complexity of 
our  technologies  and o u r  soc i e ty .  It i s  c r i t i c a l l y  important ,  t h e r e f o r e ,  t o  in-  
su re  t h a t  the  S t a t e  f i n a n c i a l  c o n t r i b u t i o n  i s  geared t o  equa l i z ing  educa t iona l  
oppor tuni ty  by br inging  f i s c a l  c a p a b i l i t i e s  and needs i n t o  c l o s e  alignment. 

It i s  widely recognized and documented t h a t  the  pe r  pup i l  c o s t  of  provid- 
i n g  "adequate" educat ion t o  c h i l d r e n  i n  slum a r e a s  i s  cons iderably  h igher  than 
the  c o s t  of providing an  equa l ly  "adequate" educat ion  t o  t h e  c h i l d r e n  of  middle 
o r  h ighe r  income fami l i e s .  Severa l  f a c t o r s  c o n t r i b u t e  t o  t hese  h ighe r  cos t s :  



(a )  a need f o r  smal le r  c l a s s e s  i n  o r d e r  t o  g ive  more personal ized  a t t e n t i o n ;  (b) 
a need f o r  more remedial  c l a s s e s  and ( c )  t h e  d e s i r a b i l i t y  of  keeping schools  open 
evenings,  weekends and summers t o  provide both "catch up" and enrichment i n s t r u c -  
t i o n .  I n  s h o r t ,  t he  school  must provide a d d i t i o n a l  a t t e n t i o n  t o  compensate par- 
t i a l l y  f o r  s e r i o u s  inadequacies i n  t h e  home environment. 

While many S t a t e  a i d  formulas recognize d i f f e r e n c e s  i n  t he  f i s c a l  capac- 
i t i e s  of  school  d i s t r i c t s  (u sua l ly  measured by assessed  v a l u a t i o n  of proper ty)  
and t h e i r  r e l a t i v e  t a x  e f f o r t s  (u sua l ly  measured by the  e f f e c t i v e  proper ty  t a x  
r a t e ) ,  few S t a t e s ,  i f  any, take  adequate account of  the  " t h i r d  p a r t  of  t h e  equa- 
tion"--namely , t he  h igher  c o s t  of educat ing  the  disadvantaged c h i l d .  

I n  a previous r e p o r d l *  the  Commission has  suggested a thoroughgoing re-  
eva lua t ion  of  S t a t e  educat ional  a i d  formulas i n  o rde r  t o  reduce educa t iona l  d i s -  
p a r i t i e s  between c e n t r a l  c i t i e s  and suburban j u r i s d i c t i o n s .  I n  d r a f t  l e g i s l a t i o n  
t o  c a r r y  ou t  t h i s  reconanendation, t h e  Commission has  suggested t h a t  a s  a precondi- 
t i o n  f o r  t h e i r  a i d  the  S t a t e s  r equ i r e  t he  "basic" school  t a x  r a t e  t o  be app l i ed  
a g a i n s t  a l l  p roper ty  throughout t he  met ropol i tan  a rea  wi th  any excess  of c o l l e c -  
t i o n s  pe r  pup i l  over  a des ignated  amount t o  be r e d i s t r i b u t e d  among the  poorer  
d i s t r i c t s  w i t h i n  the  met ropol i tan  a rea .  Each school  d i s t r i c t  would be f r e e  t o  
supplement t h e  "basic" school  r a t e  i f  i t  e l e c t e d  t o  augment the f i n a n c i a l  re-  
sources provided f o r  i t s  own school  program.2/ 

The underlying purpose of  t he  Elementary and Secondary Education Act i s  
t o  provide a d d i t i o n a l  support  f o r  educat ing  disadvantaged ch i ld ren .  The Commis- 
s i o n  b e l i e v e s  t h a t  t he  amendment o f  t h a t  l e g i s l a t i o n  t o  provide incen t ive  payments 
t o  those  S t a t e s  adopting such e q u a l i z a t i o n  formulas, would c l e a r l y  en la rge  the  
t o t a l  amount of funds consigned t o  e q u a l i z a t i o n  purposes and s t imu la t e  more prompt 
S t a t e  a c t i o n  i n  t h i s  c r i t i c a l  a rea .  

Local Governmental Structure and Functions 

The s t r u c t u r e  and f inancing  of  l o c a l  government i n  t he  United S t a t e s  
today i s  cha rac t e r i zed  by a bewildering a r r a y  of  l o c a l  government u n i t s  and tax-  
ing  j u r i s d i c t i o n s ,  e s p e c i a l l y  i n  t he  met ropol i tan  a reas .  Innumerable s t u d i e s ,  in-  
c luding  those o f  t h i s  Commission beginning i n  1961, have deplored t h i s  mu l t ip l i c -  
i t y  and fragmentat ion.  Some recen t  s t u d i e s ,  inc luding  t h a t  of t he  Committee f o r  
Economic Development e n t i t l e d  "Modernizing Local Government," have c a l l e d  f o r  a 
d r a s t i c  reduct ion  i n  t h e  number of  l o c a l  j u r i s d i c t i o n s  p a r t i c u l a r l y  i n  and around 
the  l a rge  metropol i tan  cen te r s .  Two po in t s  mer i t  emphasis, however. F i r s t ,  mul- 
t i p l i c i t y  of  l o c a l  government is  a p r i c e  American c i t i z e n s  and taxpayers  a r e  pay- 
i n g  f o r  t h e  p r i v i l e g e  of  " loca l  home r u l e . "  Secondly, i t  i s  much e a s i e r  t o  de- 
p lo re  "fragmentation of l o c a l  government" than  t o  propose s p e c i f i c  meaningful,  
equ i t ab le  and f e a s i b l e  remedies. I n  an  e a r l i e r  r e p o r t ,  t h i s  Commission has  sug- 
ges t ed  increased  S t a t e  c o n t r o l  over  new inco rpora t ions  and increased  S t a t e  and 
l o c a l  c o n t r o l  over  the  formation of s p e c i a l  d i s t r i c t s . ? /  

* See Appendix C f o r  numbered t e x t u a l  foo tno te  r e fe rences .  



A modest number of S t a t e  s t a t u t o r y  enactments along t h e  l i n e s  of t hese  
Commission recommendations can be repor ted .  Thei r  i n t e n t ,  however, i s  t o  prevent  
f u r t h e r  d e t e r i o r a t i o n ,  whereas our present  f i nd ings  leave  no doubt t h a t  un le s s  
t he  met ropol i tan  t a x  base i s  consol ida ted  a t  l e a s t  t o  some degree and f u r t h e r  
fragmentat ion i s  prevented,  it is but  a  ques t ion  of time before  some of our  g r e a t  
c e n t r a l  c i t i e s  d e t e r i o r a t e  i n t o  economic graveyards.  

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

The Commission recommends the  enactment of  S t a t e  l e g i s l a t i o n  

empowering a  S t a t e  agency--or a  l o c a l  agency formation commis- 

s ion-- to  (a) o rde r  t h e  d i s s o l u t i o n  o r  conso l ida t ion  of  l o c a l  

u n i t s  of  government w i t h i n  met ropol i tan  a r e a s  and (b)  e n j o i n  

the  use of an i n t e r l o c a l  c o n t r a c t  wi th in  the  met ropol i tan  a rea  

when i t  i s  found t o  promote f r a c t i o n a l i z a t i o n  of t he  t a x  base 

wi thout  ove r r id ing  compensating advantages;  these  a c t i o n s  should 

be taken pursuant t o  s p e c i f i c  s t a t u t o r y  s t anda rds ,  wi th  adequate 

p u b l i c  n o t i c e  and hear ings ,  and s u b j e c t  t o  j u d i c i a l  review. JC , H c  

The Conmission f u r t h e r  recommends t h e  amendment of formulas pro- 

v id ing  S t a t e  a i d  t o  l o c a l  governments so a s  t o  e l imina te  o r  re-  

duce a i d  a l lo tments  t o  small  u n i t s  of l o c a l  government not meet- 

ing  s t a t u t o r y  s tandards  of economic, geographic and p o l i t i c a l  

viability.*,** 

The Commission be l i eves  t h a t  t he  S t a t e s  can and must come t o  g r i p s  i n  a 
r e a l i s t i c  courageous fashion  wi th  problems of  l o c a l  government o rgan iza t ion  and 
s t r u c t u r e  i n  t h e  met ropol i tan  a reas .  E i t h e r  of  two p r i n c i p a l  approaches provides 
the  S t a t e  w i t h  machinery t o  exe rc i se  su rve i l l ance  over l o c a l  government boundary 
adjustments ,  i nco rpora t ion  and annexations-- the S t a t e  boundary review commission 

Governor Rhodes does no t  concur i n  t h i s  recommendation. 

** Governor Rockefel ler  d i s s e n t s  from t h i s  recommendation and s t a t e s  t h a t :  
"While agreeing wi th  t h e  i n t e n t  of t h e  recommendation, it does not  g ive  s u f f i c i e n t  
recogni t ion  t o  t he  var ious  types of s t e p s  t h a t  can be taken by a  S t a t e  which has  
a  s t rong  home r u l e  t r a d i t i o n  t o  accomplish t h e  objec t ive ."  



approach a s  i t  ope ra t e s  i n  Minnesota and the  l o c a l  agency formation commission ap- 
proach i n  C a l i f o r n i a .  The Commission proposes t o  each of t h e  urban S t a t e s  t h a t  
i t  move through e i t h e r  of t hese  channels t o  e f f e c t  a  reasonable  reduct ion  i n  t h e  
number of fragments i n t o  which t h e  met ropol i tan  t a x  base i s  now carved.  This  r e -  

q u i r e s  t h e  S t a t e  l e g i s l a t u r e  t o  e s t a b l i s h  s tandards  of economic, geographic and 
p o l i t i c a l  v i a b i l i t y  f o r  l o c a l  governments. This  Commission i d e n t i f i e d  some of 

t o  be considered i n  eva lua t ing  v i a b i l i t y  i n  1962:kI 

Local governments should have broad enough j u r i s d i c t i o n  t o  
cope adequately wi th  t h e  fo rces  t h a t  c r e a t e  t h e  problems 
which t h e  c i t i z e n s  expect them t o  handle;  

t h e  f a c t o r s  

Local governments should be a b l e  t o  r a i s e  adequate revenues 
and do it equi tab ly ;  

There should be f l e x i b i l i t y  t o  a d j u s t  governmental boundaries; 

Local governments should be organized a s  general-purpose r a t h -  
e r  than single-purpose governments; 

Local government a r eas  should be adequate t o  permit them t o  
take  advantage of t he  economies of s c a l e ;  and 

Local governments should be a c c e s s i b l e  t o  and c o n t r o l l a b l e  by 
t h e  people.  

Af ter  t h e  S t a t e  l e g i s l a t u r e  has  e s t a b l i s h e d  appropr i a t e  s t anda rds ,  t he  
S t a t e  o r  l o c a l  r egu la to ry  agency should examine c l o s e l y  those u n i t s  of  l o c a l  gov- 
ernment t h a t  appear  t o  be l e a s t  v i a b l e  under t he  terms of t he  s t a t u t e .  A f t e r  ade- 
quate publ ic  hea r ings  and d i scuss ions ,  t he  S t a t e  o r  l o c a l  review agency should be 
empowered t o  mandate the  d i s s o l u t i o n  of some of  the  l e a s t  j u s t i f i e d  u n i t s  by con- 
s o l i d a t i o n  o r  otherwise.  This  procedure would expose the more obvious enclaves  
and t a x  havens t o  publ ic  s c r u t i n y  and provide a b a s i s  f o r  meaningful a c t i o n .  

Although t h i s  Commission has  urged c o n s i s t e n t l y  the  a u t h o r i z a t i o n  and 
use  of t he  i n t e r l o c a l  con t r ac t ing  device a s  a  means of e f f e c t i v e l y  providing pub- 
l i c  s e r v i c e s  i n  met ropol i tan  and r u r a l  a r e a s ,  we recognize t h a t  under c e r t a i n  
cond i t ions  such c o n t r a c t s  can only  f u r t h e r  fragment unnecessar i ly  t he  me t ropo l i t an  
t a x  base. The presence of  nonviable "paper" communities, incorpora ted  under high- 
l y  permissive S t a t e  l e g i s l a t i o n  and sus t a ined  by i n t e r l o c a l  c o n t r a c t i n g  arrange- 
ments, undoubtedly c r e a t e s  a d d i t i o n a l  extremes of  f i s c a l  capac i ty  o r  i ncapac i ty  
w i t h i n  c e r t a i n  urban a reas .  The S t a t e  o r  l o c a l  agencies r e f e r r e d  t o  i n  t h e  fore-  
going proposal  should have a u t h o r i t y ,  i n  t he  absence of  ove r r id ing  compensating 
advantages, t o  e n j o i n  the  execut ion  of  an i n t e r l o c a l  c o n t r a c t  t h a t  fragments the  
t a x  base o r  otherwise i s  p r e j u d i c i a l  t o  t he  pub l i c  i n t e r e s t .  

During t h e  p a s t  25 yea r s ,  many S t a t e s  have encouraged t h e  conso l ida t ion  
of school  d i s t r i c t s  by var ious  means, o f t e n  using S t a t e  a i d  a s  a  persuas ive  l e v e r  
t o  t h i s  end. D i f f e ren t  S t a t e s  have followed d i f f e r e n t  techniques ,  but  i n  gene ra l  
S t a t e  school  a i d  p o l i c i e s  have provided f i n a n c i a l  i ncen t ives  f o r  conso l ida t ion  
and have exacted f i n a n c i a l  p e n a l t i e s  f o r  r e t e n t i o n  of d i s t r i c t s  too smal l  t o  per -  
form the  educat ional  func t ion  e f f e c t i v e l y .  These S t a t e  p o l i c i e s  have reduced t h e  
number of school  d i s t r i c t s  by 80 percent--from 109,000 t o  22,000 i n  25 yea r s .  

I n  l i g h t  of  t h i s  spec t acu la r  progress ,  i t  is i r o n i c  t h a t  S t a t e  a i d  p o l i -  
c i e s  have o f t e n  opera ted  i n  t he  oppos i t e  d i r e c t i o n  wi th  r e s p e c t  t o  u n i t s  of 



general  l o c a l  government and noneducational spec ia l  d i s t r i c t s .  They have encour- 
aged the  mul t ip l i ca t ion  of l o c a l  government u n i t s  i n  and around the l a rge  metro- 
po l i t an  a reas .  S ta tes ,  f o r  example, share  income tax  revenue with l o c a l  govern- 
ments o r  author ize  l o c a l  governments t o  impose income taxes s o l e l y  on the bas i s  
of residence.  Higher income c i t i z e n s  i n  such cases a r e  given a  t a x  incent ive  t o  
leave the c e n t r a l  c i t y  and t o  incorporate a  suburban enclave t o  qua l i fy  f o r  a  
share of the  income tax  c o l l e c t i o n s .  Where l o c a l  supplements t o  S t a t e  s a l e s  
taxes a r e  d i s t r i b u t e d  on the bas i s  of co l l ec t ions ,  the re  i s  a  tendency t o  stimu- 
l a t e  new incorporations whether o r  not  the  r e s u l t i n g  u n i t  hinders e f f e c t i v e  gov- 
ernment i n  general  and handicaps the equi table  f inancing of governmental se rv ices  
i n  the metropoli tan a reas .  

The Commission bel ieves  t h a t  S t a t e  a i d  formulas should carry  disincen- 
t i v e s  f o r  the c rea t ion  o r  continuation of small u n i t s  of l o c a l  government i n  - 
metropoli tan areas.  We recognize the adverse impact on the  bureaucracies of the 
governmental u n i t s  af fec ted.  However, i f  the j u r i s d i c t i o n a l  morass c h a r a c t e r i s t i c  
of many of the Nation's  large  metropoli tan a reas  i s  t o  be improved and prevented 
from growing worse, the S t a t e s  w i l l  have t o  exerc ise  a  degree of leadership  and 
courage comparable t o  t h a t  exhibi ted  with regard t o  the school d i s t r i c t  problem. 
The genera l  public and l o c a l  school o f f i c i a l s  have responded, a l b e i t  wi th  some 
re luctance ,  t o  S t a t e  leadership  respect ing the  schools. We believe t h a t  f i rm but 
considera te  S ta te  ac t ion  would e l i c i t  a  comparable response from of f i c i a  1s of 
general  l o c a l  government. 

Establishing Neighborhood Subunits of Government 
in Large Central Cities-Recommendation No. 6 

The Commission recommends the enactment of S t a t e  l e g i s l a t i o n  

author iz ing large  c i t i e s  and county governments i n  metropolitan 

a reas  to  e s t a b l i s h  neighborhood subunits  of government with 

l imited powers of taxat ion and of l o c a l  self-government with re- 

spect  t o  speci f ied  and r e s t r i c t e d  functions including the ad- 

min i s t r a t ion  of spec i f i ed  por t ions  of Federal ,  S t a t e  and l o c a l  

programs. Such subunits  would be dissoluble  by the  c i t y  o r  

county governing body a t  any time. *,** 

* Governor Rhodes does not concur i n  t h i s  recommendation. 

** Governor Rockefeller d i s sen t s  from t h i s  recommendation and s t a t e s :  "While 
agreeing with t h e  goals of encouraging neighborhood i n i t i a t i v e ,  I d i s sen t  from 
the  recomendation because of the  s p e c i f i c  mechanisms included which do not ap- 
pear t o  be necessar i ly  the most e f f e c t i v e  way t o  achieve the objective." 



AS the  Nation has  debated the  " c r i s i s  i n  t he  c i t i e s , "  a  growing body of  
opinion has  pointed t o  the  need f o r  a  g r e a t e r  "involvement" of  t h e  neighborhood 
w i t h i n  the  l a r g e  c i t y .  The complaint i s  f requent ly  voiced t h a t  the  d i s t ance  be- 
tween the  neighborhood and the  c i t y  h a l l  o r  the county bu i ld ing  has  lengthened 
con t inua l ly  u n t i l  t he  d i s t ance  i s  f i g u r a t i v e l y  one of l i g h t - y e a r s  r a t h e r  than 
b locks  o r  mi les .  

The "maximum f e a s i b l e  p a r t i c i p a t i o n  of  the  poor" o r  t he  es tab l i shment  of 
"neighborhood centers"  may not be a  panacea f o r  a l l  t he  s o c i a l  i l l s  of  ou r  l a rge ,  
impersonal c i t i e s ,  but  they can be c o n s t r u c t i v e l y  u s e f u l  under c e r t a i n  circum- 
s tances .  The Commission c o n s i s t e n t l y  has  favored maximum f l e x i b i l i t y  i n  S t a t e  
l e g i s l a t i o n  governing t h e  o rgan iza t ion ,  s t r u c t u r e  and f inancing  of  l o c a l  govern- 
ment. I n  1961 we urged t h e  S t a t e s  t o  provide "an a r s e n a l  .of weapons" t o  enable  
l o c a l  governments and c i t i z e n s  i n  met ropol i tan  a r e a s  t o  exe rc i se  some op t ions  i n  
a r ranging  and paying. fo r  des i r ed  and requi red  pub l i c  s e rv i ces . J /  

Much can be s a i d  f o r  t he  need t o  s t imu la t e  i nd iv idua l  neighborhoods i n t o  
programs of  neighborhood improvement and self-improvement. Ci ty  governments 
should be authorized--not  requi red-- to  c r e a t e  neighborhood subun i t s  of government 
w i th  e l e c t i o n  o f  t he  l o c a l  leadership  and l imi t ed  powers of  t a x a t i o n  such a s  a  
f r a c t i o n a l  mi l lage  on t h e  proper ty  t a x  t o  be c o l l e c t e d  by the  c i t y  o r  county a s  a  
p a r t  of  t h e  proper ty  t a x  b i l l  and re turned  t o  t h e  neighborhood f o r  use  a s  i t s  
governing body determines.  Per c a p i t a  t axa t ion  o r  pe r iod ic  neighborhood associa-  
t ion  "dues" might be author ized .  

The enabl ing  S t a t e  l e g i s l a t i o n  should make i t  c l e a r  t h a t  such subun i t s  
a s  may be c r e a t e d  by7the c i t y  or county may be d isso lved  by them a t  w i l l .  The 
purpose he re  i s  t o  permit t he  c r e a t i o n  of  subuni t s  of e x i s t i n g  l o c a l  governments-- 
not  t he  c r e a t i o n  o f  new l o c a l  u n i t s .  It i s  not  o u r  i n t e n t i o n  t o  suggest  a  f u r t h e r  
fragmentat ion i n  l o c a l  government s t r u c t u r e  i n  met ropol i tan  a r e a s  bu t  r a t h e r  t o  
make i t  poss ib l e  f o r  e x i s t i n g  l a rge  u n i t s  of  l o c a l  government t o  ha rness ,  through 
the  neighborhood subgovernment process,  some o f  the  resources  and a s p i r a t i o n s  o f  
i t s  inne r  communities. The Commission i s  aware t h a t  t h i s  proposal  w i l l  not draw 
high  marks from p u r i s t s  i n  t h e  f i e l d s  o f  p o l i t i c a l  sc ience  o r  pub l i c  f inance .  
However, i n  t h i s  time o f  c r i s i s ,  change and chal lenge i n  o u r  congested urban 
a r e a s ,  p o l i t i c a l  leadership  a t  t he  S t a t e  and l o c a l  l e v e l s  should not  shr ink  from 
experimentat ion but  be ever  ready t o  seek more e f f e c t i v e  i n s t i t u t i o n a l  arrange- 
ments t o  encourage the  a c t i v e  p a r t i c i p a t i o n  o f  c i t i z e n s  i n  t h e  a f f a i r s  o f  t h e i r  
neighborhood and t h e i r  l o c a l  u n i t s  of  government. 



Establishing Neighborhood Information Centers 
and Referral Services-Recommendation No. 7 

The Commission recommends the  enactment of S t a t e  enabl ing  l eg i s -  

l a t i o n  where necessary  and a c t i o n  by c i t y  governments t o  e s t ab -  

l i s h  and f inance  neighborhood information c e n t e r s  and r e f e r r a l  

s e r v i c e s  t o  o r i e n t  r e s i d e n t s  and migrants  t o  t he  demands and 

r e s p o n s i b i l i t i e s  of an urban s o c i e t y  and t o  a s s i s t  them i n  meet- 

i n g  immediate s o c i a l  and economic needs. The Commission a l s o  

recommends the  i n c l u s i o n  i n  S t a t e  enabl ing  l e g i s l a t i o n  of  f i s -  

c a l  suppor t  f o r  such c e n t e r s .  The Commission f u r t h e r  recommends 

t h a t  Fe.dera1 agencies  providing a s s i s t a n c e  i n  c i t y  r e b u i l d i n g  

and i n  combating poverty encourage t h e  use o f  g ran t  funds f o r  

e s t a b l i s h i n g  and manning these  c e n t e r s .  Congress should pro- 

v i d e  i ncen t ives  t o  S t a t e s  and communities t o  encourage them t o  

do t h i s ,  no t  through sepa ra t e  new programs, bu t  by amending 

p e r t i n e n t  e x i s t i n g  p r a n t s  t o  permit  Federa l  g r a n t  funds t o  be 

used i n  t h i s  manner. 

The problems of  coping wi th  urban l i f e  may be unmanageable f o r  t he  m i -  
g r a n t  from a  co t ton  farm o r  Appalachia, o r  Puer to  Rico, o r  f o r  one who is  n a t i v e  
t o  a ghe t to .  He may need employment, o r  h e a l t h  s e r v i c e s ,  o r  shoes f o r  t h e  c h i l -  
dren,  o r  a l l  o f  t he se  and more. These and o t h e r  s e r v i c e s  may well. be a v a i l a b l e  
t o  him i f  he only  knew where. Even i f  he i s  aware t h a t  a  s o c i a l  s e r v i c e  agency 
w i l l  h e l p  him o r  t h a t  t h e r e  i s  some government o f f i c e  he can go t o ,  he may no t  
know which one t o  seek ou t .  O r ,  he may be t o l d  t h a t  he l i v e s  i n  t he  wrong a r e a ,  
o r  he doesn ' t  meet t he  q u a l i f i c a t i o n s  f o r  he lp ,  o r  the  agency he c a l l s  doesn ' t  
o f f e r  t h a t  s e r v i c e ,  and he g ives  up. These roadblocks,  p a r t i c u l a r l y  t o  one who 
i s  unaccustomed t o  complicated urban l i f e ,  may be overwhelming. 

An in format ion  and r e f e r r a l  s e r v i c e ,  loca ted  i n  the  neighborhood and 
s t a f f e d  wi th  people who a r e  acquain ted  wi th  the  whole range o f  pub l i c  and p r i v a t e  
programs a v a i l a b l e  t o  disadvantaged and bewildered c i t i z e n s ,  can he lp  o r i e n t  them 
t o  t h e  demands and r e s p o n s i b i l i t i e s  of urban l i v i n g ,  whi le  a t  t he  same time help-  
i ng  them t o  meet t h e i r  immediate economic needs. Experience w i th  e x i s t i n g  neigh- 
borhood c e n t e r s  i n  c e r t a i n  c i t i e s  has demonstrated t h e i r  u t i l i t y .  



Local Coordination of Grant Programs- 
Recommendation No. 8 

I n  o rde r  t o  improve the  f i s c a l  and program coordina t ion  of Fed- 

e r a l  and S t a t e  c a t e g o r i c a l  g r a n t s  going t o  county and c i t y  gov- 

ernments the Commission recommends t h a t  t h e  coun t i e s  and c i t i e s  

themselves provide adequate funds and s t a f f  f o r  t h i s  purpose; 

t he  Commission opposes t h e  use  of Fede ra l  and S t a t e  g r a n t  funds 

t o  provide s t a f f  o r  f a c i l i t i e s  f o r  the  immediate o f f i c e  of t h e  

Mayor o r  county execut ive .  

Since World War 11, t h e  growth o f  d i r e c t  r e l a t i o n s  between t h e  Fede ra l  
Government and c i t i e s ,  coun t i e s  and o t h e r  u n i t s  of l o c a l  governments has  been of 
i n c r e a s i n g  concern t o  S t a t e  governors ,  l e g i s l a t o r s  and admin i s t r a to r s .  The ten-  
dency of Fede ra l  agencies  and l o c a l  governments t o  "by-pass" t he  S t a t e s ,  i t  i s  
argued,  weakens S t a t e  r e s p o n s i b i l i t y  f o r  coo rd ina t ing  areawide programs. On t h e  
o t h e r  hand, t h e  Congress and l o c a l  governments, e s p e c i a l l y  t h e  l a r g e r  c i t i e s ,  have 
contended t h a t  S t a t e  i n a c t i o n  should not  depr ive  a ' l o c a l  government of  Fede ra l  
a i d ,  i f  t h e  l o c a l  g r a n t  a p p l i c a t i o n  meets a l l  Fede ra l  requirements .  

I n  o rde r  f o r  t h e  S t a t e s  t o  assume t h e i r  proper  r e s p o n s i b i l i t i e s  f o r  as-  
s i s t i n g  and f a c i l i t a t i n g  urban development, t h e  Commission recommended i n  1964 
t h a t  Federa 1 g ran t s -  i n - a i d  t o  l o c a l  governments f o r  urban development be channeled 
through t h e  S t a t e s  i n  ca se s  where a S t a t e  (a )  provides app rop r i a t e  a d m i n i s t r a t i v e  
machinery t o  c a r r y  ou t  r e l evan t  r e s p o n s i b i l i t i e s ,  and (b)  provides  s i g n i f i c a n t  
f  inanc ia  1 c o n t r i b u t i o n s ,  and when a p p r o p r i a t e ,  t e c h n i c a l  a s s i s t a n c e  t o  t h e  l o c a l  
governments concerned. 

Fo r tuna t e ly ,  a t  both t he  S t a t e  and Federa 1 l e v e l s ,  cons iderable  agree-  
ment has  been developing t o  t he  e f f e c t  t h a t  i f  a  S t a t e  government d e s i r e s  t o  as-  
s e r t  f u l l y  i t s  r e s p o n s i b i l i t i e s  i n  a  f e d e r a l l y  a ided  l o c a l  a c t i v i t y  w i th  funds 
and a d m i n i s t r a t i v e  machinery, t hen  the  r e l a t i o n s h i p  should be p r imar i l y  Federal-  
S t a t e  i n  cha rac t e r .  A consensus i s  beginning t o  emerge among S t a t e  o f f i c i a l s  
t h a t  i f  t h e  S t a t e  chooses t o  remain a loof  from problems toward which t h e  Fede ra l  
a i d  i s  d i r e c t e d ,  t hen  l o c a l  u n i t s  should be f r e e  t o  p a r t i c i p a t e  i n  t h e  Fede ra l  
program and t o  d e a l  d i r e c t l y  w i th  Fede ra l  agencies  concerned. 

Wholesale involvement and p a r t i c i p a t i o n  by most of  t h e  S t a t e s  i n  the  
func t ions  of urban government cont inues  t o  be t he  except ion  r a t h e r  than  t h e  r u l e .  
A t  p r e sen t ,  37 S t a t e s  a r e  a s s i s t i n g  f i n a n c i a l l y  i n  t he  Federa l  a i r p o r t  cons t ruc-  
t i o n  program, and 20 a r e  p a r t i c i p a t i n g  f i n a n c i a l l y  i n  bu i ld ing  l o c a l  sewage 
t rea tment  f a c i l i t i e s .  However, on ly  11 a r e  a s s i s t i n g  f i n a n c i a l l y  i n  programs o f  
urban renewal; 10  i n  urban mass t r a n s p o r t a t i o n ;  and 4  i n  l o c a l  h o s p i t a l  and medi- 
c a l  f a c i l i t i e s  cons t ruc t ion .  One of t he  c r u c i a l  ques t ions  regard ing  t h e  c r i s i s  
i n  t h e  c i t i e s - - i n d e e d  i n  American f ede ra l i sm- - i s  whether t he  S t a t e s  w i l l  f o r f e i t  
t h e i r  r e s p o n s i b i l i t y  f o r  f inanc ing  major urban s e r v i c e s  t o  t h e  Nat iona l  
Government. 



S t a t e  and Fede ra l  funds have been made a v a i l a b l e  t o  l o c a l  government 
agencies  both  f o r  t h e  provis ion  of s p e c i f i e d  urban s e r v i c e s  t o  t he  pub l i c  and fo r  
agency overhead c o s t s .  Thus, many l o c a l  func t iona l  departments and agencies  have 
grown i n  s i z e ,  e x p e r t i s e  and independence. 

I n  a l l  o f  t h i s ,  however, l i t t l e  a t t e n t i o n  o r  money h a s  been devoted a t  
any leve 1 of  government t o  the  support  o r  improvement o f  t h e  c e n t r a l  machinery of  
l o c a l  government. The capac i ty  of  t h e  r e spons ib l e  l o c a l  ch i e f  execu t ives  t o  d e a l  
w i th  the  i nc reas ing  m u l t i p l i c i t y  of  Fede ra l  and o t h e r  programs has  been almost 
t o t a l l y  neglec ted .  Mayors and county o f f i c i a l s  a r e  today faced  wi th  a  p r o l i f e r a -  
t i o n  and growth i n  t he  a c t i v i t i e s  o f  t h e i r  governments, r a p i d  changes i n  s e r v i c e s  
and r e s p o n s i b i l i t i e s ,  a  burgeoning o f  some of t h e i r  o r g a n i z a t i o n a l  u n i t s  and 
grudging r ecogn i t i on  by loca 1 l e g i s l a t i v e  bodies  of  t h e  problems they  f a c e  i n  
p u t t i n g  a l l  t he  p i eces  t oge the r .  

The Commission b e l i e v e s  i t  i s  urgent  and necessary  t h a t  mayors' and 
county execu t ives '  o f f i c e s  be provided wi th  f a c i l i t i e s  and s t a f f  t o  e f f e c t u a t e  
f i s c a l  and program coordina t ion .  The Conmission i s  of  t he  opin ion ,  f u r t h e r ,  t h a t  
the  f i n a n c i a l  support f o r  these  a c t i v i t i e s  should come from l o c a l  sources .  Such 
a  program--if widely adopted and adequately funded--would be ano the r  e f f e c t i v e  
way f o r  t h e  l o c a l i t i e s  t o  demonstrate genuine commitment and concern f o r  p u t t i n g  
t h e i r  own admin i s t r a t i ve  house i n  o rde r .  

Changes in Federal Financial Assistance for Urban 
Information Centers-Recommendation No. 9 

The Commission recommends t h a t  Congress amend T i t l e  I X  of P.L. 

89-754 t o  remove t h e  popula t ion  c e i l i n g  on l o c a l  governments 

served  by S t a t e  information cen te r s .  

I n  i t s  cons ide ra t i on  of t h e  Demonstration C i t i e s  and Metropol i tan  Devel- 
opment Act of  1966, t h e  Congress had be fo re  i t  t h e  proposa l  t h a t  t h e  Federa l  Gov- 
ernment a s s i s t  t he  S t a t e s  and met ropol i tan  a r e a  agencies  i n  e s t a b l i s h i n g  and op- 
e r a t i n g  urban informat ion  and t e c h n i c a l  a s s i s t a n c e  programs. The Congress vo t ed  
t o  au tho r i ze  a s s i s t a n c e  t o  t h e  S t a t e s  t o  make a v a i l a b l e  informat ion  and da t a  on 
urban needs and programs, and t o  provide t e c h n i c a l  a s s i s t a n c e  t o  t h e i r  smal l  com- 
muni t ies .  A small  community was def ined  a s  one w i t h  a  populat ion of l e s s  t han  
100,000. This  S t a t e  program i s  g e t t i n g  o f f  t o  a  s a t i s f a c t o r y  s t a r t  b u t  t h e  Com- 
miss ion  be l i eves  t h a t  s i m i l a r  a s s i s t a n c e  should be provided t o  a l l  c o m u n i t i e s  
r e g a r d l e s s  o f  populat ion.  

The maze of  c a t e g o r i c a l  a s s i s t a n c e  programs, o f f e r e d  by Fede ra l  depar t -  
ments and agencies  wi th  d i f f e r i n g  purposes and methods of  ope ra t ion ,  has  o f t e n  
proved b a f f l i n g  t o  pene t r a t e .  A mere c a t a l o g  of  t h e  programs i s  of  very  l i m i t e d  
a s s i s t a n c e  because of the  complexity of  matching needs t o  s p e c i f i c  programs. 
Th i s  in format ion  gap--as w e l l  a s  t he  need f o r  t e c h n i c a l  a s s i s t ance - - a r e  hu rd l e s  
t h a t  a l l  l o c a l  governments must surmount. 



State Constitutional and Statutory Action To Encourage the 
Use of Private Enterprise in Coping with Urban Problems- 
Recommendation No. 10 

The Commission recommends t h a t  each of  t h e  i n d u s t r i a l  o r  h igh ly  

urbanized S t a t e s  remove e x i s t i n g  c o n s t i t u t i o n a l  and s t a t u t o r y  

b a r r i e r s  t o  involvement of  p r i v a t e  e n t e r p r i s e  i n  e f f o r t s  d i r e c t -  

ed  toward en l a rg ing  and r e v i t a l i z i n g  t h e  econornic and f i s c a l  

base o f  t h e i r  major c i t i e s ,  and t h a t  a f t e r  such a c t i o n  t ake  

p o s i t i v e  s t e p s  t o  enhance p r iva t e -pub l i c  coopera t ion  i n  t he se  -- -- - 

endeavors. 

During t h e  pas t  few y e a r s  g r e a t l y  increased  a t t e n t i o n  has  been d i r e c t e d ,  
both i n  Congress and i n  t h e  Fede ra l  Executive Branch, t o  ways by which t h e  Feder- 
a l  Government and p r i v a t e  e n t e r p r i s e  might more e f f e c t i v e l y  cooperate  i n  meeting 
t h e  c r i s e s  i n  t h e  Na t ion ' s  c i t i e s .  This  a t t e n t i o n  has  been prompted by t h e  grow- 
i n g  r e a l i z a t i o n  t h a t  no one l e v e l  of  government--nor even a l l  segments of  t he  
pub l i c  s e c t o r  working i n  concer t - -can  cope wi th  manifold problems confront ing  
l o c a l  governments i n  ou r  me t ropo l i t an  a r eas .  

I n  app rec i a t i on  of t h i s  s i t u a t i o n ,  t h i s  Commission was among the  f i r s t  
t o  urge t h e  u se  of  r e n t  supplements a s  an a d d i t i o n a l  device f o r  meeting t h e  prob- 
lems o f  adequate s h e l t e r  f o r  low-income fami l i e s . 2 1  Cur ren t ly ,  many proposa ls  
a r e  being d iscussed  and o t h e r s  a r e  i n  the  making f o r  new types  of  bus iness-Federa l  
Government p a r t n e r s h i p  arrangements f o r  t h e  r ebu i ld ing  of t h e  c i t i e s .  

The Commission deems i t  necessary t o  depa r t  a t  t h i s  po in t  from t h e  p r i -  
mari l y  f i s c a l  na tu re  o f  t h i s  r e p o r t  t o  urge S t a t e  Governors and l e g i s l a t o r s  t o  
s ea rch  f o r  ways i n  which p r i v a t e  e n t e r p r i s e  might be drawn more e f f e c t i v e l y  i n t o  
S t a t e - l o c a l  e f f o r t s  t o  amel iora te  urban problems. The Commission makes t h i s  de- 
p a r t u r e  because i t s  S t a t e - l o c a l  membership p l aces  i t  i n  a p o s i t i o n  t o  recommend 
t o  and communicate f r e e l y  and cont inuous ly  w i th  t h e  S t a t e s  and t h e  l o c a l i t i e s ,  
and because most of  t h e  proposa ls  now before  the  publ ic  involve  pr iva te -Federa l  
coopera t ion  b u t  ignore  comparable o p p o r t u n i t i e s  open t o  S t a t e  and l o c a l  
governments. 

The Commission has no s p e c i f i c  proposa ls  f o r  S t a t e - p r i v a t e  coopera t ion  
t h a t  might be au tho r i zed  by c o n s t i t u t i o n a l  o r  s t a t u t o r y  change but  i s  con f iden t  
t h a t  many p o t e n t i a l i t i e s  e x i s t .  A number of S t a t e  c o n s t i t u t i o n s ,  f o r  example, 
con ta in  p rov i s ions  p r o h i b i t i n g  t h e  use  of  t he  S t a t e ' s  c r e d i t  i n  p r i v a t e  under- 
tak ings .  The New York S t a t e  C o n s t i t u t i o n a l  Convention proposed new language i n  
t h i s  regard  t h a t  would have enabled t h e  S t a t e  t o  p a r t i c i p a t e  w i th  t h e  p r i v a t e  sec- 
t o r  i n  urban r ebu i ld ing ,  had t h e  proposed C o n s t i t u t i o n  been adopted.  

Some S t a t e  and l o c a l  t a x  p o l i c i e s  may a f f e c t  t he  i n c e n t i v e  t o  r ep l ace  
o b s o l e t e  s t r u c t u r e s ,  main ta in  l i v i n g  q u a r t e r s  and gene ra l ly  r e h a b i l i t a t e  and up- 
grade neighborhoods. S t a t e  and l o c a l  t a x  p o l i c i e s  may a l s o  a f f e c t  land use  and 
subd iv i s ion  development i n  urban a r e a s .  Moreover, coope ra t ive  e f f o r t s  between 



S t a t e  and l o c a l  agencies  and p r i v a t e  e n t e r p r i s e  can a s s i s t  i n  providing t r a i n i n g  
f o r  u n s k i l l e d  people and subsequently a f fo rd ing  them employment o p p o r t u n i t i e s .  

TO put  it another  way, wi th  t h e  i nc reas ing  r e s p o n s i b i l i t y  t h a t  govern- 
ment a t  a l l  l e v e l s  is  having t o  f a c e  i n  combating poverty,  crime, delinquency and 
inadequate educat ion i n  t h e  met ropol i tan  a r e a s ,  S t a t e  c o n s t i t u t i o n s  and s t a t u t e s  
need t o  be reexamined t o  (a) i d e n t i f y  b a r r i e r s  t o  pub l i c -p r iva t e  cooperat ion;  (b) 
eva lua t e  t h e  reasons f o r  t h e  b a r r i e r s ;  and (c) un l e s s  compelling reasons t o  t h e  
con t r a ry  a r e  found, remove o r  lower them. 

Improvements in Economic and Social Data 

Time and aga in  i n  t h e  course  of i t s  var ious  s t u d i e s  of t h e  f i s c a l  and 
s t r u c t u r a l  i n t e r r e l a t i o n s h i p s  among Nat iona l ,  S t a t e  and l o c a l  governments, t h i s  
Commission has encountered d a t a  gaps and has recommended t h a t  something be done 
about them. Together w i th  o t h e r s ,  we have poin ted  up t h e  urgent  need f o r  more 
up-to-date d e t a i l e d  information on popula t ion  and boding than  i s  a f f  orded by t h e  
Decennial Census. Our p re sen t  s tudy  of met ropol i tan  c e n t r a l  c i ty-suburban com- 
munity d i s p a r i t i e s  is  e s p e c i a l l y  handicapped by t h e  f a c t  t h a t  even t h e  most b a s i c  
demographic information e s s e n t i a l  t o  our a n a l y s i s  of f i s c a l  d i s p a r i t i e s  i s  now 
( i n  1967) seven o r  e igh t  years  o l d .  We a r e  encouraged by t h e  f a c t  t h a t  Congress 
took t h e  f i r s t  s t e p  toward p rov i s ion  of a  f u l l - s c a l e  Census every f i v e  yea r s  when 
t h e  House of Representa t ives  passed l e g i s l a t i o n  t o  t h a t  e f f e c t  on August 10 .  We 
urge t h e  Senate t o  fol low s u i t .  

Much progress  has been made i n  t h e  c o l l e c t i o n  and a n a l y s i s  of economic 
da ta .  The Of f i ce  of  Business Economics i n  t h e  Department of Commerce works con- 
t i n u a l l y  t o  r e f i n e  i t s  Gross Nat iona l  Product and Nat iona l  Income s e r i e s ,  and i s  
now beginning t o  produce county and met ropol i tan  a rea  income da t a  on a  cont inuing  
b a s i s .  These e f f o r t s  should be r e in fo rced  and supported.  

Emphasis i n  t h e  Employment Act o f  1946 upon continuous compilat ion and 
a n a l y s i s  of economic da t a  has  provided a s e t  of powerful t o o l s  f o r  economic plan- 
ning. The annual  Economic ~ e ~ o r t s  of t he  ~ r e s i d k n t  and the  d e t a i l e d  r e p o r t s - o f  
t he  Council of Economic Advisers have become an i n t e g r a l  p a r t  of t he  P r e s i d e n t ' s  
accounting t o  Congress and t h e  publ ic  a s  t o  t he  economic h e a l t h  of t he  Nation.  
The s o p h i s t i c a t i o n  of t he  present  s t a t e  of economic accounting and r e p o r t i n g  has  
caused some scho la r s  t o  note  t h e  lack of a  system of " soc i a l  accounts"  t h a t  would 
p a r a l l e l  t h e  "economic accounts .  I' Recent upheava 1s i n  ou r  urban c e n t e r s  po in t  up 
t h i s  need. 

Expansion of IRS Income Statistics for Standard 
Metropolitan Statistical Areas-Recommendation No. 11 

The Commission recommends t h a t  t h e  I n t e r n a l  Revenue Serv ice  ex- 

pand i t s  r epo r t i ng  of income s t a t i s t i c s  f o r  Standard Metropol i tan  



S t a t i s t i c a l  Areas t o  provide d a t a  f o r  t h e  u n i t s  of gene ra l  

l o c a l  government w i th in  such a r e a s .  

The 70 m i l l i o n  personal  income t a x  r e t u r n s  f i l e d  annual ly  wi th  t h e  In-  
t e r n a l  Revenue Serv ice  provide an unpa ra l l e l ed  oppor tun i ty  f o r  a c c u r a t e  r e p o r t i n g  
of personal  income f o r  smal l  geographic a r e a s .  IRS now publ i shes  s t a t i s t i c s  of 
income f o r  Standard Metropol i tan  S t a t i s t i c a l  Areas every two yea r s .  The use  of 
z i p  codes and t h e  requirement t h a t  they be en t e r ed  on t h e  r e t u r n s  w i th  t h e  home 
address  w i l l  f a c i l i t a t e  t h e  compilat ion of income d a t a  f o r  urban p l a c e s .  C i t y  
income d a t a  i n  conjunct ion  wi th  t h e  SMSA s t a t i s t i c s  now being provided w i l l  en- 
hance t h e  u se fu lnes s  of t h e  IRS s t a t i s t i c s  of income s e r i e s .  

Establishment of a System of Social Accounts- 
Recommendation No. 12 

The Commission recommends t h e  es tab l i shment  of  a  n a t i o n a l  svs- 

tem f o r  t he  c o l l e c t i o n ,  a n a l y s i s  and d isseminat ion  of  s o c i a l  

s t a t i s t i c s ,  w i th  f u l l  p a r t i c i p a t i o n  by Fede ra l ,  S t a t e  and l o c a l  

governments, w i th  s p e c i a l  emphasis upon t h e  development of such 

da t a  f o r  sub - s t a t e  geographic a r e a s  (major c i t i e s ,  coun t i e s  and 

SWA'S),  a s  w e l l  a s  S t a t e  and n a t i o n a l  aggrega tes .  

A s  t he  s p o t l i g h t  of  pub l i c  concern focuses  more and more sha rp ly  upon 
ou r  Na t ion ' s  s o c i a l  problems t h e  need becomes inc reas ing ly  apparent  f o r  c u r r e n t  
and more d e t a i l e d  informat ion  on popula t ion  c h a r a c t e r i s t i c s  and t r e n d s ,  employ- 
ment and unemployment, income, housing cond i t i ons ,  h e a l t h  and t h e  myriad of  o t h e r  
b i t s  and p i eces  of da t a  t h a t  bear  upon t h e  i n t e r a c t i o n  of  people and i n s t i t u t i o n s  
upon one ano the r  and wi th  t h e i r  phys i ca l  environment. We have made g r e a t  s t r i d e s  
i n  t h e  measurement and a n a l y s i s  of  ou r   ati ion's economic wel l -be ing;  we have only  
begun t o  s c r a t c h  t h e  su r f ace  i n  o u r  e f f o r t s  t o  gauge our  Na t ion ' s  s o c i a l  w e l l  
being.  

The Nat iona l  Commission on Technology, Automation and Economic Progress  
s t a t e d  t h e  problem i n  t h e  fo l lowing  terms: 

We have learned  i n  r ecen t  y e a r s  how t o  c h a r t  economic growth and 
i d e n t i f y  t h e  k inds  of  p o l i c i e s  which may be necessary t o  stimu- 
l a t e  growth. We have begun t o  p e r f e c t  an economic r e p o r t i n g  
system and t o  e s t a b l i s h  economic i n d i c a t o r s  t h a t  measure na t ion-  
a l  performance. But we do not  have, a s  y e t ,  a  continuous cha r t -  
i n g  of  s o c i a l  changes, and we have been i l l - p r e p a r e d  ( i n  such 
m a t t e r s  a s  housing,  educa t ion ,  o r  t h e  s t a t u s  of  t h e  Negro) t o  
determine ou r  needs,  e s t a b l i s h  g o a l s  and measure ou r  performance 
Lacking any sys temat ic  assessment ,  we have few c r i t e r i a  which 



al low u s  t o  t e s t  the  e f f e c t i v e n e s s  of  present  p o l i c i e s  o r  weigh 
a l t e r n a t i v e s  regard ing  f u t u r e  programs. 

A system of s o c i a l  accounts ,  i f  i t  could be e s t a b l i s h e d ,  would 
g ive  u s  a  broader and more balanced reckoning of  the  meaning 
of  s o c i a l  and economic progress  and would move us  toward mea- 
surement of  t he  u t i l i z a t i o n  of human resources  i n  our  s o c i e t y  
i n  fou r  a reas :  

1. The measurement of  s o c i a l  c o s t s  and ne t  r e t u r n s  of  economic 
innovat ions ;  

2 .  The measurement of s o c i a l  i l l s  (e.g. ,  crime, family 
d i s r u p t i o n ) ;  

3 .  The c r e a t i o n  of  "performance budgets" i n  a r e a s  of  defined 
s o c i a l  needs (e .g. ,  housing, educat ion) ;  

4 .  I n d i c a t o r s  o f  economic oppor tuni ty  and s o c i a l  mobi l i ty .  

Eventua l ly ,  t h i s  might provide a  "balance shee t"  which could be 
u s e f u l  i n  c l a r i f y i n g  po l i cy  choices.  It would a l low u s  t o  re-  
cord  not  only the  g a i n s  of economic and s o c i a l  change but  t h e  
c o s t s  a s  w e l l ,  and t o  s ee  how these  c o s t s  a r e  d i s t r i b u t e d  and 
borne 

Much of t h e  informat ion  needed f o r  such a  system o f  s o c i a l  accounts  i s  
now being c o l l e c t e d  and disseminated: by the  Bureau o f  t h e  Census; by t h e  De- 
partment of  Labor; by t h e  J u s t i c e  Department; and by o t h e r  Federa l  agencies.  The 
Department o f  Health,  Education, and Welfare has  been disseminating a  l a rge  a r r a y  
o f  da t a ,  some the  by-product of  i t s  ope ra t ing  programs, some obtained from o t h e r  
sources ,  i n  i t s  monthly and annual  pub l i ca t ions .  But t h e r e  has  been no c e n t r a l -  
i z e d  r e s p o n s i b i l i t y  f o r  c u l l i n g  ou t  the  most s i g n i f i c a n t  d a t a ,  f o r  looking a t  
i n t e r r e l a t i o n s h i p s ,  o r  f o r  fol lowing t r ends  and fo recas t ing  developments on a  
sys temat ic  b a s i s .  A system o f  s o c i a l  i n d i c a t o r s  t h a t  would enable  policymakers 
t o  take  account o f  n a t i o n a l ,  r eg iona l ,  S t a t e  and l o c a l  t r ends  i n  d ischarging  
t h e i r  r e s p o n s i b i l i t i e s  f o r  shaping t h e  domestic f u t u r e  of our  Nation i s  long 
overdue. 

A major def ic iency  o f  the  economic accounts  has  been t h e i r  g loba l  na ture .  
Gross Nat ional  Product da ta  a r e  developed q u a r t e r l y  and annual ly  only f o r  nat ion- 
a l  aggregates ,  and u n t i l  very  r e c e n t l y  personal  income f i g u r e s  were a v a i l a b l e  
only  f o r  n a t i o n a l ,  r eg iona l  and S t a t e  aggregates ,  Now, a s  has  been noted, t h e  
O f f i c e  of  Business Economics i s  beginning t o  make annual  e s t ima tes  o f  personal  
income f o r  coun t i e s  and f o r  met ropol i tan  a reas .  Only once i n  t e n  yea r s  have in -  
come f i g u r e s  been a v a i l a b l e  f o r  c i t i e s  and o t h e r  subcounty a r e a s  (but on a  d i f -  
f e r e n t  b a s i s  from the  n a t i o n a l  income accounts) .  As  a  r e s u l t ,  such economic in-  
d i c a t o r s  a s  f i s c a l  capac i ty  and t a x  e f f o r t  o r  burden a r e  d i f f i c u l t  t o  apply below 
the  S t a t e  l e v e l  (say,  i n  t h e  a l l o c a t i o n  of  Fede ra l  grants - in-a id) .  

The importance of d isaggregat ing  s o c i a l  i n d i c a t o r s  cannot be overempha- 
s ized .  Publ ic  policymakers need d e t a i l e d  information,  even t o  t h e  neighborhood 
l e v e l ,  on a  continuous,  cu r r en t  b a s i s ,  i f  meaningful pol icy  dec i s ions  a r e  t o  be 
made. Daniel P. Moynihan no te s  i n  a  recent  a r t i c l e  t h a t  such s o c i a l  i n d i c a t o r s  



f o r  small areas  a s  mobi l i ty ,  employment and income, a n t i s o c i a l  behavior, hea l th  
and p a r t i c i p a t i o n  r a t e s  (number i n  school,  voting p a r t i c i p a t i o n ,  union member- 
sh ip ,  e t c  .) would be p a r t i c u l a r l y  use fu l  i n  dealing with the  urban problem.g/ 

There a r e  a number of p o s s i b i l i t i e s  f o r  lodging r e s p o n s i b i l i t y  f o r  t h e  
development and maintenance of a system of s o c i a l  accounts. The National Commis- 
s ion  on Technology, Automation, and Economic Progress suggested the  Council of 
Economic Advisers. Leg i s l a t ion  introduced i n  Congress e a r l y  t h i s  year (S. 843, 
90th Congress, 1st session) proposes the  c rea t ion  of a "Council of Socia l  Advis- 
ers" i n  the  Executive Off ice  of the  Pres ident ,  organized along the  l i n e s  of the  
Council of Economic Advisers. A Task Force on Intergovernmental Information 
Systems, operating under auspices of the  Bureau of the  Budget, i s  now considering 
a proposal f o r  the  establishment of an "Intergovernmental Information Systems Ex- 
change" t o  f a c i l i t a t e  the  flow of information among a l l  l eve l s  of government. 
Such an agency would be concerned with the data  needs of a l l  governments, and 
might serve  as  a vehic le  f o r  developing a system of s o c i a l  accounts. 

Establishing Comparative Standards for Performance 
of Urban Functions-Recommendation No. 13 

The Commission recommends t h a t  Federal ,  S t a t e  and l o c a l  o f f i c i a l s  

work toward the establishment of data  f a c i l i t i e s  f o r  measuring 

f o r  major urban functions the comparative performance l eve l s  of 

individual  loca l  u n i t s  of government. This e f f o r t  should be 

undertaken preferably  by e x i s t i n g  o r  new nongovernmental organ- 

i z a t i o n s  and should look toward the  establishment of optimal 

standards,  the c o l l e c t i o n  and ana lys i s  of data ,  and periodic 

publ ica t ion of comparative f igures .  

I n  the course of s tud ies  underlying t h i s  r epor t ,  our inves t iga to r s  have 
been confronted time and again with the lack of any meaningful measures of the  
q u a l i t y  of urban governmental services .  I f  the Nation i s  concerned about what i s  
happening t o  the "qual i ty  of urban l i f e , "  then the  Nation needs t o  be equally 
concerned'with the i n a b i l i t y  of public o r  p r iva te  agencies t o  measure t h i s  "qual- 
i t y "  and t o  draw meaningful intercommunity comparisons with any reasonable degree 
of o b j e c t i v i t y .  

C i t i e s  a r e  r a ted  by the insurance indust ry  a s  t o  t h e i r  f i r e  prevention 
c a p a b i l i t i e s .  Data and techniques have been assembled over the  years  f o r  the  
measurement of the  " f i s c a l  health" of loca l  government; t h i s  i s  attempted through 
the municipal s e c u r i t y  r a t i n g  services .  One c i t y  may be ra ted  MA,  another BB 
and so  on. But we have not progressed f a r  i n  measuring the  " soc ia l  health, ' '  the  
"educational heal th ,"  o r  even the  "economic heal th"  of our l o c a l  governments. 

The c r i s i s  i n  the c i t i e s  i s  apparently destined t o  occupy a large  share 
of na t iona l  a t t e n t i o n  f o r  severa l  years  t o  come. Many b i l l i o n s  of t ax  d o l l a r s  



from Federa l ,  S t a t e  and l o c a l  sources  w i l l  be c o l l e c t e d  and deployed t o  sho re  up 
t h e  q u a l i t y  of governmental s e r v i c e s  i n  our  met ropol i tan  a r e a s .  P r i v a t e  funds of 
much g r e a t e r  magnitude w i l l  be inves ted  i n  t h e  urban c e n t e r s .  P r i v a t e  i n v e s t o r ,  
governmental l e g i s l a t o r  and execut ive  a l i k e  need t o  be a b l e  t o  f i n d  ou t  how one 
u n i t  of government compares w i th  another  i n  t h e  adequacy and c o s t  of  s e r v i c e s  be- 
ing provided.  

The Commission v i s u a l i z e s  a  system t h a t  u l t i m a t e l y  would provide  i nd i ces  
of both q u a l i t y  and c o s t  f o r  each of t h e  p r i n c i p a l  urban s e r v i c e s  a s  performed by 
t h e  major m u n i c i p a l i t i e s  and coun t i e s  i n  t h e  United S t a t e s .  Consult ing these  
eva lua t ions ,  a  p r i v a t e  i nves to r  might f i n d  t h a t  i n  C i t y  A educat ion i s  of h igh  
q u a l i t y  and moderately h igh  c o s t ,  whi le  i n  C i ty  B it i s  of moderately h igh  q u a l i t y  
and h igh  c o s t ,  and whi le  i n  County C i t  is  of low q u a l i t y  and moderate c o s t ,  bu t  
t h a t  wi th  regard  t o  l i b r a r y  s e r v i c e s  C i t y  A was of low q u a l i t y  and moderate c o s t ;  
C i t y  B moderate q u a l i t y  and h igh  c o s t ;  and County C h igh  q u a l i t y  and moderate 
c o s t .  While conscious of t h e  d i f f i c u l t i e s  of e s t a b l i s h i n g  such a system, t h e  
Commission i s  convinced t h a t  t h e  a v a i l a b i l i t y  of comparative d a t a  of t h i s  kind 
would c o n s t i t u t e  an i nc reased  s t imulus  t o  u n i t s  of government i n  s t r i v i n g  toward 
t h e  h ighes t  p o s s i b l e  q u a l i t y  of s e r v i c e  a t  t h e  lowest p o s s i b l e  c o s t .  

The Commission be l i eves  t h a t  one o r  more i n s t r u m e n t a l i t i e s  of  a nongov- 
ernmental n a t u r e ,  but w i th  encouragement from government a t  var ious  l e v e l s ,  could 
begin t o  provide t h e  same k ind  of information and eva lua t ion  on governmental 
s e r v i c e s  t h a t  i s  provided t o  t he  bond market regard ing  f i s c a l  v i a b i l i t y  of com- 
muni t ies .  The Commission would hope t h a t  one o r  more of t h e  p r i v a t e  foundat ions  
could provide  i n i t i a t i v e  and suppor t  t o  t h i s  end. 



Chapter 3 

SOCIAL AND ECONOMIC PATTERNS IN METROPOLITAN AREAS 

The changing na ture  of t he  popula t ion  i n  the  c e n t r a l  c i t i e s  of metropoli-  
t a n  a r e a s  has  a  profound e f f e c t  upon the  s o c i a l  and economic c h a r a c t e r i s t i c s  of  
t he se  a r e a s .  The s h i f t  i n  t he  r a c i a l ,  age and income d i s t r i b u t i o n  of c e n t r a l  
c i t y  popula t ions  s i g n i f i c a n t l y  a f f e c t s  both t he  c h a r a c t e r  of pub l i c  s e r v i c e  de- 
mands placed upon the  l o c a l  governments and t h e  revenue resources  a v a i l a b l e  t o  
these  j u r i s d i c t i o n s .  These changing s o c i a l  and economic c h a r a c t e r i s t i c s  provide 
a  backdrop f o r  expla in ing  the  f i s c a l  d i s p a r i t i e s  among communities i n  t he  metro- 
p o l i t a n  a r e a s .  

SOCIAL AND ECONOMIC CHARACTERISTICS 

Population Growth 

The Nationa 1 p i c t u r e .  --The popula t ion  explos ion  i n  met ropol i tan  America 
i s  a  s t r i k i n g  and well-documented f a c t  of twent ie th-century  l i f e .  There has been 
enormous growth i n  met ropol i tan  a r e a s  (us ing  1960 d e f i n i t i o n s )  i n  every decade of  
t h i s  century  except  t he  1930's .  Met ropol i tan  popula t ion  growth has  a l s o  exceeded 
nonmetropoli tan growth i n  every decade. A s  shown i n  Table 1, p r o j e c t i o n s  f o r  
1975 i n d i c a t e  t h a t  t h i s  growth w i l l  cont inue a t  a  r a t e  approaching 25 percent  p e r  
decade while  t he  populat ion growth o u t s i d e  t h e  met ropol i tan  a r e a s  i s  p ro j ec t ed  a t  
4 percent .  I n  1900 the  met ropol i tan  a r e a s  had 42% of t he  U. S. popula t ion .  They 
now have over  64% and a r e  expected t o  account f o r  a t  l e a s t  68% by 1975 (Fig.  1) .  

During the  f i r s t  two decades of  t h e  twen t i e th  cen tu ry ,  c e n t r a l  c i t i e s  
grew more r a p i d l y  than t h e i r  surrounding a r e a s  (Table A- 1; F ig .  2) .* This  r e l a -  
t i v e  growth r e f l e c t e d  t h e  l a rge  immigration from both r u r a l  a r e a s  and f o r e i g n  
shores .  Popula t ion  i n  c e n t r a l  c i t i e s  continued t o  grow by l a r g e r  abso lu t e  amounts 
than  t h e  o u t s i d e  c e n t r a l  c i t y  reg ions  u n t i l  1930, when the  r e s t r i c t i o n s  upon im-  
migra t ion  and t h e  spread of  automobile ownership began t o  be f e l t .  The T h i r t i e s  
foreshadowed the  pos t  World War I1 p a t t e r n  of l a r g e r  abso lu t e  and r e l a t i v e  growth 
ou t s ide  t he  c e n t r a l  c i t i e s .  As shown i n  Table A-2, c e n t r a l  c i t y  growth f e l l  t o  
about two- th i rds  the  amount of  t he  o u t s i d e  c e n t r a l  c i t y  growth between 1930 and 

* See Appendix A f o r  t a b l e s  w i th  t h e  p r e f i x  "A." 



TABLE 1.--POPULATION OF THE UNITED STATES, INSIDE AND OUTSIDE 
METROPOLITAN AREAS, 1900- 19 75 - A'S Outside SMSA1s 

Percent Percent Percent  SMSA Populat ion 
Increase  I n c r e a s e  I n c r e a s e  As a Percent  o f  

P o ~ u l a t i o ~  bv Decade Povulat ion bv Decade Pouulat ion bv Decade Total  P o u u l a t i ~  
(thousands) (thousands) (thousands) 

1975 225,284 17.2 154 ,284 '  24.6 70,99G1 3.8 68.5 
( e s t . )  

A/ Five-year growth. 

21  Not s t r i c t l y  comparable wi th  f i g u r e s  f o r  p r i o r  per iods because 1975 covers 224 MA'S and - 
p r i o r  years  cover 211 SMSA'S (conterminous U.S.). 

Source: U.S. Bureau of  t h e  Census, U.S. Census of .Populat ion:  1960, Selected Area Reports: 
Standard Metropoli tan S t a t i s t i c a l  Areas, F i n a l  Report PC(3)-ID; National  Planning 
Associat ion,  Economic and Demonrauhic Pro iec t ions  f o r  Two Hundred and Twenty-Four 
Metropoli tan Areas, Vol. 111; and Metropoli tan S tud ies  Center ,  Syracuse Universi ty .  



Figure 1. 

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

TREND IN DISTRIBUTION OF SMSA POPULATION BETWEEN 
CENTRAL CITIES AND OUTSIDE, 1900-1975 
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1950, t o  about one - th i rd  between 1950 and 1960, and i t  i s  p ro j ec t ed  t o  f a l l  t o  
about one - s ix th  t h e  amount from 1965 t o  1975. F igure  2 shows t h a t  SMSA popula- 
t i o n  i n  t h e  o u t s k i r t s  probably pul led  a b r e a s t  o f  t he  c e n t r a l  c i t y  i n  mid-1962. 
By 1975, 58.2 percent  of  t h e  popula t ion  of  SMSA'S i s  expected t o  r e s i d e  i n  t h e  
o u t e r  po r t i on .  

Actua l ly ,  had i t  not  been f o r  cons iderable  annexat ion a c t i v i t y ,  t he  cen- 
t r a l  c i t y ' s  p o s i t i o n  i n  r e l a t i o n  t o  suburbia would have been f a r  worse than t h a t  
depic ted  i n  F ig .  2. Annexation, which i s  more common than i s  g e n e r a l l y  r e a l -  
ized,:/ i s  r e spons ib l e  f o r  nea r ly  a l l  c e n t r a l  c i t y  popula t ion  growth s i n c e  1950. 
I n s i d e  t h e i r  1950 boundaries  t he  c e n t r a l  c i t i e s  i n  a l l  s i z e  c a t e g o r i e s  experienced 
a  r e l a t i v e l y  smal l  popula t ion  inc rease  o r  an a c t u a l  dec l ine  between 1950 and 1960 
(Table 2).  Without annexat ion,  the  10.8 percent  i nc rease  i n  c e n t r a l  c i t y  popula- 
t i o n  would drop t o  1.5 percent ,  and the  o u t s i d e  c e n t r a l  c i t y  growth would inc rease  
from 48 ,5  percent  t o  61.7 percent .  

Annexation a l s o  exp la in s  some popula t ion  growth i n  e a r l i e r  decades. 
Where c i t i e s  have grown wi thout  annexat ion,  they had cons ide rab l e  undeveloped 
land wi th in  t h e i r  own borders - - the  product of e a r l i e r  annexat ions .  These c i t i e s  
a r e  p r imar i l y  loca ted  i n  t h e  South and West. 

Di f fe rences  between l a rge  and smal l  SMSA'S.- here a r e  dramatic  d i f f e r -  
ences  i n  t he  d i s t r i b u t i o n  of SMSA growth, according t o  s i z e .  Genera l ly ,  most of  
t he  growth t akes  p lace  i n  t he  cen tFa l  c i t y  of  t he  smal l  SMSA and i n  t he - suburbs  
of  t h e  l a r g e  me t ropo l i t an  a r e a s .  The o u t s i d e  c e n t r a l  c i t y  reg ions  o f  t h e  l a r g e  
me t ropo l i t an  a r e a s  have not  on ly  grown more t han  t h e  ou t ly ing  reg ions  i n  sma l l e r  
a r e a s ,  bu t  a t  a  f a s t e r  r a t e ,  and t h e r e  i s  a  sharp  c o n t r a s t  now between t h e  s i z e  
of  t h e  c e n t r a l  c i t y  and the  much more populous ou t s ide  c e n t r a l  c i t y  reg ion  i n  t h e  
l a rge  SMSA's. 

The gene ra l  p a t t e r n  of  popula t ion  dec l ine  i n  t he  l a rge  c e n t r a l  c i t i e s  of  
t he  i n d u s t r i a l  n o r t h e a s t  and midwest i s  a l s o  ev ident  i n  many of t he  o l d e r  c i t i e s  
of  t h e  smal le r  SMSA's. New Haven, Trenton,  Harr i sburg ,  Akron, Gary, Peo r i a ,  
F l i n t ,  Wilmington, Char les ton  and Bake r s f i e ld  a r e  examples. Other  c e n t r a l  c i t i e s  
i n  sma 11 SMSA's were beginning t o  show a  s i m i l a r  p a t t e r n  by 1960 and have probably 
now (1967) jo ined  the  above-mentioned group. Among these  a r e  Syracuse,  Grand 
Rapids,  F o r t  Wayne, Omaha and Sacramento. 

The Commission's a n a l y s i s  of  t he  four-county Cleveland SMSA shows t h a t  
i t  had a  24.6 percent  i nc rease  i n  popula t ion  between 1950 and 1960. Yet t h i s  
growth was so  concent ra ted  i n  t h e  o u t s i d e - c e n t r a l - c i t y  a r ea  t h a t  t he  c i t y  i t s e l f  
dec l ined  4  percent  i n  populat ion.  The c i t y ' s  p o r t i o n  of t he  t o t a l  SMSA popula t ion  
dec l ined  from w e l l  over  50 percent  t o  l e s s  t han  40 percent .  

The 37 l a r g e s t  SMSA'S. - -S imi la r i t ies  i n  c e n t r a l  c i t y  and o u t s i d e  c e n t r a l  
c i t y  growth r a t e s  i n  t he  37 l a r g e s t  SMSA'S appear  only  i n  t h e  South and West, 
where annexat ions obscured the  b a s i c  growth pa t t e rns .*  The a b i l i t y  t o  annex 

1/ See Appendix C f o r  b ib l iog raph ic  notes .  - 
* According t o  t h e    om mission's case  s tudy  o f  t he  Houston SMSA, t h a t  c i t y  has  
been a b l e  t o  r a i s e  i t s  s o c i a l  and economic s t a t u s  through s e l e c t i v e  annexat ion.  
Thus, i t  has  not  annexed Acres Homes o r  McNair, both of  which border  on t h e  c i t y ,  
and have becomesuburban slum a r e a s .  But t h e  c i t y  has a l s o  i ncu r r ed  a d d i t i o n a l  
pub l i c  c o s t s  not  e n t i r e l y  o f f s e t  by the  a d d i t i o n  t o  i t s  t a x  resources .  A 

(continued) 



TABLE 2.--POPULATION GROWTH I N  METROPOLITAN AREAS WITH AND WITHOUT 
CENTRAL CITY ANNEXATIONS, BY S I Z E  OF AREA, 1950-1960 

Change Without 
Size of Area As of 1960 Tota l  Change Annexat ions 

(percent)  (percent)  

~ l l  SMSA'S 
Central  c i t i e s  
Outside c e n t r a l  c i t i e s  
Tota l  

SMSA' s  population of : 
3,000,000 o r  more 

Centra l  c i t i e s  
Outside c e n t r a l  c i t i e s  
Tota l  

1,000,000 t o  3,000,000 
Centra l  c i t i e s  
Outside c e n t r a l  c i t i e s  
Total  

500,000 t o  1,000,000 
Central  c i t i e s  
Outside c e n t r a l  c i t i e s  
Total  

250,000 t o  500,000 
Central  c i t i e s  
Outside c e n t r a l  c i t i e s  
Total  

100,000 t o  250,000 
Centra l  c i t i e s  
Outside c e n t r a l  c i t i e s  
Total  

Under 100,000 
Centra l  c i t i e s  

a Outside c e n t r a l  c i t i e s  
Total  

Source: U.S. Bureau of the  Census, U.S. Census of Population, 1960, Vol. 1, 
Charac te r i s t i c s  of the Population,  P a r t  A ,  Number of Inhabi tants .  



a f f e c t s ,  o f  course ,  t h e  f i s c a l  s i t u a t i o n  of t h e  c e n t r a l  c i t y .  The land  annexed 
may be l e s s  densely s e t t l e d ;  t he  r e s i d e n t s  may have h ighe r  income and t h e  land 
may be more va luab le .  

A b i l i t y  t o  annex unincorporated t e r r i t o r y  and t h e  r o l e  of  t h e  S t a t e  gov- 
ernment i n  c o n t r o l l i n g  new inco rpo ra t ions  v a r i e s  g r e a t l y  from S t a t e  t o  S t a t e .  
For example, i n  t he  r e p o r t  covering t h e   omm mission's At lan ta  s tudy  t h e  fo l lowing  
comment i s  made: 

The S t a t e  of Georgia i s  a  "non-urban pol icy" s t a t e .  Legis la -  
t i o n  regard ing  conso l ida t ion  o f  communities i s  s t r i c t l y  ad hoc, 
and m a t t e r s  dea l ing  w i t h  annexat ion and o t h e r  governmental a f -  
f a i r s  a r e  u s u a l l y  t r e a t e d  through s p e c i a l  ( c l a s s )  l e g i s l a t i v e  
a c t .  

The p a t t e r n s  descr ibed  above d e a l  w i t h  popula t ion  growth between 1950 
and 1960 without  regard  t o  any changes s i n c e  1960. To overcome t h i s  l i m i t a t i o n ,  
t he  a n a l y s i s  r e l i e s  upon populat ion e s t ima te s  f o r  1957 and 1964, t h e  t e rmina l  
y e a r s  of  t h e  b a s i c  f i s c a l  a n a l y s i s .  The s p e c i f i c  popula t ion  da t a  f o r  i n d i v i d u a l  
me t ropo l i t an  a r e a s  and t h e  d i s t r i b u t i o n  between c e n t r a l  c i t y  and o u t s i d e  c e n t r a l  
c i t y  a r e  r epo r t ed  i n  Table 3. They g e n e r a l l y  confirm the  growth p a t t e r n s  e s t ab -  
l i shed  between 1950 and 1960 a s  modif ied by annexat ion.  

The r u r a l  component of t he  ou t s ide  c e n t r a l  c i t y  a r ea  b l u r s  a l l  " c e n t r a l  
c i t y - o u t s i d e  c e n t r a l  c i t y "  comparisons. For  a l l  SMSA's i n  t h e  United S t a t e s  i n  
1960, 24.3 percent  of  t he  popula t ion  o u t s i d e  the  c e n t r a l  c i t y  r e s i d e d  i n  r u r a l  
a r e a s ;  y e t  t h e r e  a r e  enormous v a r i a t i o n s  i n  t he  i n d i v i d u a l  a r e a s .  These a r e  sum- 
marized f o r  t h e  l a r g e s t  me t ropo l i t an  a r e a s  i n  Table 4. The r u r a l  po r t i on  o f  t h e  
o u t s i d e  c e n t r a l  c i t y  popula t ion  ranged i n  1960 from 1.2 percent  i n  Paterson- 
C l i f t on -Passa i c  t o  45.5 percent  i n  San Antonio, a l though t h i s  involved a  smal l  
a b s o l u t e  number o f  people i n  t he  l a t t e r  case .  I n  t h e  San Bernardino-Riverside-  
Ontar io  me t ropo l i t an  a r e a ,  t h e  r u r a l  po r t i on  i s  abso lu t e ly ,  a s  w e l l  a s  r e l a t i v e l y ,  
l a rge .  However, i n  a l l  c e n t r a l  c i t y - o u t s i d e  c e n t r a l  c i t y  comparisons c e r t a i n  
f a c t o r s  must be k e p t  i n  mind: (1)  t h e  p ropor t i on  of  t h e  c e n t r a l  c i t y  popu la t i on  
which i s  nonwhite; (2) t h e  na tu re  of  t h e  a r ea  t o  which t h e  c e n t r a l  c i t y  i s  being 
compared--urban, suburban o r  r u r a l ;  and (3) t h e  degree t o  which t h e  c e n t r a l  c i t y  
con ta in s  s e c t i o n s  w i t h i n  i t s  co rpo ra t e  l i m i t s  t h a t  resemble suburban communities. 

Racial ~istri bution 

Although t h e  Negro popula t ion  grew i n  a l l  a r e a s ,  i t  was t h e  sma l l e r  
growth and, i n  f a c t ,  t h e  dec l ine  of  t h e  whi te  popula t ion  i n  t h e  c e n t r a l  c i t i e s  o f  
t h e  l a r g e s t  me t ropo l i t an  a r e a s  t h a t  made t h e  impact o f  t h e  Negro growth t h e r e  most 
dramatic  (Table 5 ) .  For  a l l  SMSA'S t h e  whi te  popula t ion  i n  t h e  c e n t r a l  c i t i e s  
ro se  only  4 .7  percent  between 1950 and 1960 whi le  t h e  Negro popula t ion  grew 50  
percent .  I n  t h e  f i v e  l a r g e s t  SMSA' s whi te  popula t ion  dec l ined  almost 7 pe rcen t ;  
Negro popula t ion  ro se  by 56 percent .  

(continued) p a r t i c u l a r l y  l a rge  annexat ion i n  1956 inc luded  a  number of  water  d i s -  
t r i c t s  and p r i v a t e  u t i l i t i e s  f o r  which t h e  c i t y  paid $10 m i l l i o n  and assumed $39 
m i l l i o n  of  debt .  This ,  according t o  t h e  c i t y  t a x  department ,  meant an  annual  
d e f i c i t  o f  $1.5 m i l l i o n ,  i n  a d d i t i o n  t o  t h e  c o s t  o f  some improvements needed t o  
b r ing  t h e  f a c i l i t i e s  up t o  accep tab l e  s tandards .  



TABLE 3.--ESTIMATED POPULATION, INSIDE (CC) AND OUTSIDE CENTRAL CITY (OCC), 
37 LARGEST STANDARD METROPOLITAN STATISTICAL AREAS, 

1957 AND 1964 
(Thousands) 

1964 
Area SMSA CC OCC --- 

Los Angeles-Long Beach, California 7,715 3,063 4,652 
San Bernardino-Riverside-Ontario, California 988 296 692 
San Diego, California 1,131 636 495 
San Francisco-Oakland, California 2,892 1,109 1,783 
Denver, Colorado 1,082 495 587 

Washington, D.C. 
Miami, Florida 
Tampa- St. Petersburg , Florida 
Atlanta, Georgia 
Chicago, Illinois 

Indianapolis, lndiandl 
Louisville, Kentucky-Indiana 
New Or leans, Louisian&/ 
Baltimore, Maryland 
Boston, Massachusetts 

Detroit, Michigan 
Minneapolis-St. Paul, Minnesota 
Kansas City, ~issouri-~ansasl 2 1  

l t  St Louis, Missouri-Illinois 
Newark, New Jersey 

Paterson-Clifton-Passaic, New Jersey 1,271 283 988 
Buffalo, New York 1,318 505 813 
New York, New York 11,265 7,987 3,278 
Rochester, New York 625 306 3 19 
Cincinnati, 0hio- ent tuck^-~ndianau 1,313 495 818 

Cleveland, Ohio 1,834 811 1,023 
Columbus , 0hio21 746 540 206 
Dayton, 0hiol/ 761 260 501 
Portland, Oregon-Washington 8 76 380 496 
Philadelphia, Pennsylvania-New Jersey 4,617 2,047 2,570 

Pittsburgh, Pennsylvania 
Providence, Rhode Island 
Dallas, ~exasZ/ 
Houston, Texas 
San Antonio, Texas 

Seattle-Everett, Washi gton 
2P Milwaukee, Wisconsin- 

1/ Definition changed between 1957 and 1964. - 
2/ Significant annexations during the period. - 

SMSA 

6,031 
7 03 
891 

2,618 
834 

1,741 
8 03 
664 
931 

5,909 

654 
68 0 
848 

1,631 
3,039 

3,539 
1,382 
1,019 
2,000 
1,623 

1,093 
1,242 
10,353 

557 
1,195 

1,698 
629 
672 
787 

4,141 

2,398 
708 
98 1 

1,112 
631 

1,028 
1,123 

Source: Metropolitan Studies Center, Syracuse University. 



TABLE 4.--URBAN AND RURAZ, CHARACTERISTICS OF OUTSIDE CENTRAL CITY (OCC) AREAS. 37 LARGEST 
STANDARD METROPOLITAN STATISTICAL AREAS I N  THE UNITED STATES, 1960- 

OCC Rural  
OCC Urban As OCC Rural  As A s  a Percent  
a Percent  o f  a Percen t  of of T o t a l  OCC 

Area T o t a l  SMSA Tota l  SMSA Populat ion 
(1) (2) (2)+[ (1)+(2) J 

Los Angeles-Long Beach, C a l i f o r n i a  56.7% 1.5% 2.6% 
San Bernardino-Riverside-Ontario, C a l i f o r n i a  44.3 28.2 38.9 
San Diego, C a l i f o r n i a  33.4 11.1 25.0 
San Francisco-Oakland, C a l i f o r n i a  56.8 4.8 7.8 
Denver, Colorado 40.1 6.7 14.3 

Washington, D.C. 
Miami, F l o r i d a  
Tampa-St. Pe te r sburg ,  F l o r i d a  
At lan ta ,  Georgia 
Chicago, I l l i n o i s  

Ind ianapol i s ,  Indiana 
L o u i s v i l l e ,  Kentucky-Indiana 
New Orleans,  Louisiana 
Bal t imore,  Maryland 
Boston, Massachuset ts  

D e t r o i t ,  Michigan 
Minneapolis- S t .  Paul ,  Minnesota 
Kansas C i t y ,  Missouri-Kansas 
S t .  Louis,  M i s s o u r i - I l l i n o i s  
Newark, New J e r s e y  

Pa t e r son-Cl i f  ton-Passaic  , New Jersey 75.5 .9 1.2 
Buffalo,  New York 44.3 14.9 25.2 
New York, New York 24.6 2.6 9.6 
Rochester ,  New York 32.3 13.3 29.2 
Cinc inna t i ,  Ohio-Kentucky-Indiana 45.6 7.5 14.1 

Cleveland,  Ohio 49.1 2.1 4 .1  
Columbus , Ohio 23.1 7.8 25.2 
Dayton, Ohio 44.3 19.6 30.7 
Por t l and ,  Oregon-Washington 36.6 18.0 33.0 
Ph i lade lph ia ,  Pennsylvania-New J e r s e y  43.6 10.3 19.1 

P i t t s b u r g h ,  Pennsylvania 
Providence, Rhode I s l a n d  
Dal las ,  Texas 
Houston, Texas 
San Antonio, Texas 

S e a t t l e ,  Washington 
Milwaukee, Wisconsin 

U.S. average 36.8 11.8 24.3 

Densi ty  
of OCC 

Per  
Sq. M i .  

903 
22 

113 
522 
12 1 

86 9 
3 18 
259 
332 
76 5 

669 
393 
262 
456 

1,417 

1,146 
343 
373 
419 

1,905 

2,245 
500 

1,588 
42 0 
871 

1,517 
472 
34 5 
12 5 
685 

6 0 1  
823 
12 0 
22 0 

9 1 

133 
643 

183 

Source: U.S. Bureau of  t h e  Census, U.S. Census of Population: 1960. Vol. I ,  C h a r a c t e r i s t i c s  
of the Populat ion.  P a r t  1, United S t a t e s  Summary. 



Size Class 

3,000,000 and over 
1,000,000 t o  3,000,000 
500,000 t o  1,000,000 
250,000 to  500,000 
100,000 t o  250,000 
Less than 100,000 

Total 

3,000,000 and over 
1,000,000 t o  3,000,000 
500,000 to  1,000,000 
250,000 to  500,000 
100,000 t o  250,000 
Less than 100,000 

Total 

TABLE 5.--POPULATION CHANGE, CENTRAL CITY (CC) AND OUTSIDE CENTRAL CITY (OCC), 
STANDARD METROPOLITAN STATISTICAL AREAS, BY RACE AND BY SIZE, 1950-1960 

Number 
0 f 

SMSA ' s 
Population 

1960 
(thousands) 

P u a '  0 
A l l  Classes White - 

T o t a l C C O C C w z L C C O C C T o t a l C C A G L  

Numbers (Thousands) 

percent  Chanee 

Source: U.S. Bureau of the  Census, !J - e e an S t a t i s t i c a l  Area?, 
F ina l  Report PC(3) - l D .  



Outs ide  t hose  l a r g e s t  c e n t r a l  c i t i e s  i n  t he  f i v e  l a r g e s t  SMSA'S, t h e  
whi te  and Negro popula t ions  i nc reased  i n  s i m i l a r  proport ions--about  70 percent  
each;  bu t  t he  Negro popula t ion  ro se  from about 12 percent  o f  t he  c e n t r a l  c i t y  
popula t ion  t o  18 percent ,  whi le  remaining cons tan t  o u t s i d e  t h e  c e n t r a l  c i t y - -  
about 4 percent  i n  both 1950 and 1960. This  was s i m i l a r  t o  t h e  t r e n d  f o r  SMSA'S 
a s  a  whole: Between 1950 and 1960 t h e  Negro propor t ion  of t he  c e n t r a l  c i t y  popu- 
l a t i o n  r o s e  from 12.3 t o  16.7 percent  bu t  a c t u a l l y  dropped from 5.2 t o  4.5 per- 
cen t  of  the  SMSA popula t ion  o u t s i d e  t h e  c e n t r a l  c i t i e s .  

Th i s  t r e n d  i s  cont inuing ,  a s  i n d i c a t e d  by t h e  fol lowing a n a l y s i s  of the  
d i s t r i b u t i o n  of  a l l  nonwhite populat ion:  

Outs ide  Cen t r a l  C i ty  Areas 
Other  

Centra 1 Urban Rura 1 Rura 1 
Year - C i t i e s  T o t a l  T e r r i t o r y  Nonfarm Farm 

F u r t h e r  evidence o f  the  i n c r e a s i n g  concen t r a t i on  of  Negroes i n  t he  c e n t r a l  c i t i e s  
i s  revea led  i n  Table 6. By 1965, t he  popula t ions  o f  11 of  t he  30 l a r g e s t  c i t i e s  
conta ined  more t han  25 percent  Negroes. The Negro popula t ion  of Washington, D.C. ,  
was w e l l  ove r  h a l f ,  and t h a t  of  Newark was f a s t  approaching t h a t  mark. 

A s  expected,  t h e  p a t t e r n  o f  popula t ion  dec l ine  i n  ou r  l a r g e r  c i t i e s  i s  
r e in fo rced  when examining only  whi te  f a m i l i e s .  The o u t s i d e  c e n t r a l  c i t y  growth 
r a t e s  were l a rge  and i n  complete conformity w i th  t he  n a t i o n a l  p a t t e r n s ,  even 
a p a r t  from annexat ion.  

Although Negro popula t ion  growth was cons iderable  throughout t he  count ry ,  
both i n s i d e  and o u t s i d e  t h e  c e n t r a l  c i t i e s ,  t he  r a t e s  can be misleading.  Where 
t h e  Negro popula t ion  base i n  1950 was ve ry  smal l ,  a s  i n  Rochester and Milwaukee 
(Table 7), t h e  growth r a t e s  appear  q u i t e  la rge .  These growth r a t e s  a r e  shown i n  
Table A-3. Smaller  growth r a t e s  appear  p r imar i l y  i n  those  p l aces  where t h e  base 
i n  1950 was large.* 

Age Distribution and Public Welfare Case Loads 

The growing concen t r a t i on  of nonwhite popula t ion  i n  t h e  c e n t r a l  c i t i e s  
has  important  consequences f o r  t h e  demand f o r  pub l i c  s e r v i c e s  i n  gene ra l  and edu- 
c a t i o n  i n  p a r t i c u l a r .  For  example, t he  nonwhite popula t ion  had a l a r g e r  propor- 
t i o n  of  c h i l d r e n  under t h e  age of 15 i n  1960 than  d id  t h e  whi te  populat ion.  

* I n  most ca se s  where t h e r e  was an abso lu t e  dec l ine  i n  Negro popula t ion  o u t s i d e  
t h e  c e n t r a l  c i t y ,  i t  was due t o  annexat ions by t h e  c e n t r a l  c i t y ,  a s  i n  t h e  c a s e s  
of  Columbus, Da l l a s  and San Antonio. 



TABLE 6.--PROPORTION OF NEGROES IN EACH OF THE 30 TARGEST CITIES, 
1950, 1960 AND ESTIMATED 1965 

(Percent) 

City 

New York, New York 
Chicago, Illinois 
Los Angeles, California 
Philadelphia, Pennsylvania 
Detroit, Michigan 

Baltimore, Maryland 
Houston, Texas 
Cleveland, Ohio 
Washington, D.C. 
St. Louis, Missouri 

Milwaukee, Wisconsin 
San Francisco, California 
Boston, Massachusetts 
Dallas, Texas 
New Orleans, Louisiana 

Pittsburgh, Pennsylvania 
San Antonio, Texas 
San Diego, California 
Seattle, Washington 
Buffalo, New York 

Cincinnati, Ohio 
Memphis, Tennessee 
Denver, Colorado 
Atlanta, Georgia 
Minneapolis, Minnesota 

Indianapolis, Indiana 
Kansas City, Missouri 
Columbus , Ohio 
Phoenix, Arizona 
Newark, New Jersey 

*Except for Cleveland, Buffalo, Memphis and Phoenix, for which a special 
has been made in recent years, these are very rough estimations computed on the 
basis of the change in relative proportions of Negro births and deaths since 1960. 

1965 
(Est.)* 

18% 
28 
17 
3 1 
34 

38 
2 3 
34 
66 
3 6 

11 
12 
13 
2 1 
4 1 

20 
8 
7 
7 
17 

24 
4 0 
9 
44 
4 

2 3 
22 
18 
5 
4 7 

census 

Source: United States Department of Labor, Bureau of Labor Statistics, and 
United States Department of Commerce, Bureau of the Census, Social and 
Economic Conditions of Negroes in the United States, Current Population 
Reports, Series P-23, No. 24, October, 1967. 



TABLE 7.--NEGRO PERCENTAGE OF POPULATION INSIDE (CC) AND OUTSIDE CENTRAL 
CITY (OCC), 37 IARGEST STANDARD METROPOLITAN STATISTICAL 

AREAS IN THE UNITED STATES, 1950 AND 1960 

Area 

Los Angeles-Long Beach, California 
San Bernardino-Riverside-Ontario, California 
San Diego, California 
San Francisco-Oakland, California 
Denver, Colorado 

Washington, D.C. 
Miami, Florida 
Tampa-St. Petersburg, Florida 
Atlanta, Georgia 
Chicago, Illinois 

Indianapolis, Indiana 
Louisville, Kentucky-Indiana 
New Orleans, Louisiana 
Baltimore, Maryland 
Boston, Massachusetts 

Detroit, Michigan 
Minneapolis-St. Paul, Minnesota 
Kansas City, Missouri-Kansas 
St. Louis, Missouri-Illinois 
Newark, New Jersey 

Paterson-Clifton-Passaic, New Jersey 
Buffalo, New York 
New York, New York 
Rochester, New York 
Cincinnati, Ohio-Kentucky-Indiana 

Cleveland, Ohio 
Columbus, Ohio 
Dayton, Ohio 
Portland, Oregon-Washington 
Philadelphia, Pennsylvania-New Jersey 

Pittsburgh, Pennsylvania 
Providence, Rhode Island 
Dallas, Texas 
Houston, Texas 
San Antonio, Texas 

Seattle, Washington 
Milwaukee, Wisconsin 

U.S. average 

1960 
CC - OCC 

1950 
CC - OCC - 

Source: U.S. Bureau of the Census, U.S. Census of Population, 1960, Selected Area Reports, 
Standard Metropolitan Statistical Areas, Final Report PC(3)-ID. 



Outside Cen t r a l  C i t y  Areas 
Other  

Cen t r a l  Urban Rura 1 Rura 1 
Age Group C i ty  T o t a l  T e r r i t o r y  Nonfarm Farm 

To ta l  popula t ion  100.0"/, 100.0% 100.0% 1OO.VL 100.0% 
Under 15 28.1 32.9 32.7 34.3 31.0 
15- 6  0  57.6 56.5 56.6 55.8 54.0 
60  and over  14.3 10.6 10.7 9.9 15.0 

White 100.0 100.0 100.0 100.0 100.0 
Under 15 26.7 33.5 33.6 34.1 31.0 
15- 6  0  57.7 55.9 55.6 55.9 53.8 
60  and over  15.6 10.6 10.8 10.0 15.2 

Nonwhite 100.0 100.0 100.0 100.0 100.0 
Under 15 35.5 38.1 37.0 39.0 40.6 
15-60 56.6 53.8 55.4 51.9 49.4 
6 0  and over  7.9 8 . 1  7.6 9 .1  10 .0  

One man i f e s t a t i on  of t he  s h i f t i n g  r a c i a l  and age d i s t r i b u t i o n  i n  t h e  
c e n t r a l  c i t y  i s  a  h igh  pub l i c  a s s i s t a n c e  case  load (Table 8 . ) .  With only  one ex- 
cep t ion  among t h e  c i t i e s  f o r  which such da t a  could be developed, t he  c i t y ' s  sha re  
of i t s  S t a t e ' s  wel fare  ca se  load  is d rama t i ca l ly  l a r g e r  than its shape of  t h e  
S t a t e ' s  populat ion.  Bal t imore,  wi th  only  about one- f o u r t h  of Maryland's  popula- 
t i o n  i n  1966, conta ined  almost t h r ee - fou r th s  of  t he  S t a t e ' s  r e c i ~ i e n t s  of a i d  t o  
fami l i e s  w i th  dependent c h i l d r e n .  

I n  1960 the  propor t ion  of  young c h i l d r e n  was s t i l l  l a r g e r  o u t s i d e  t h e  
c e n t r a l  c i t i e s  than i n s i d e ,  bu t  t h i s  i s  beginning t o  change, But,  even where t h i s  
r e  l a t i o n s h i p  (more c h i l d r e n  i n  suburbia)  s t i l l  ho lds ,  t he  f a c t  remains t h a t  the  
h igh  p ropor t i on  of c h i l d r e n  under age 15 i n  t h e  urban a r e a s  i s  a s soc i a t ed  wi th  
h igher  incomes than e x i s t  i n  t h e  c e n t r a l  c i t i e s .  And, r u r a l  a r e a s  w i th  a  h igh  
percentage of  c h i l d r e n  a r e  not  confronted wi th  urban problems; moreover, they 
gene ra l ly  r ece ive  h ighe r  S t a t e  a i d  f o r  educa t iona l  purposes. 

There i s  a  l a r g e r  concen t r a t i on  of t h e  e l d e r l y  i n  both c e n t r a l  c i t i e s  and 
r u r a l  farm a r e a s  than  i n  t he  h ighe r  income suburbs, b u t  t he  most acu t e  s o c i a l ,  
economic and f i s c a l  problems of  t h e  e l d e r l y  a r e  i n  t h e  c e n t r a l  c i t y  environment. 

Income Pattern 

The g r e a t  d i s p a r i t i e s  between the  c e n t r a l  c i t y  and o u t s i d e  c e n t r a l  c i t y  
a r e  most ev iden t  i n  t he  ca se  of income and these  d i f f e r e n c e s  r e f l e c t  a  v a r i e t y  o f  
under ly ing  f a c t o r s .  

I n  n a t i o n a l  aggrega tes ,  t he  s t e r eo type  of  t h e  h igh  income suburb and t h e  
low income c e n t r a l  c i t y  emerges (Table 9) .  Yet t he se  numbers obscure more than  
they r evea l .  It i s  c l e a r  t h a t  the  propor t ion  of a l l  f a m i l i e s  w i t h  incomes l e s s  
t han  $3,000 d e c l i n e s  a s  t h e  s i z e  of  t h e  met ropol i tan  a r ea  i nc reases .  Yet t h i s  
dec l ine  t akes  p lace  p r imar i l y  o u t s i d e  t h e  c e n t r a l  c i t y .  The p ropor t i on  of  fami- 
l i e s  i n  t h e  sma l l e s t  c e n t r a l  c i t i e s  w i th  an income under $3,000 i s  18.8 pe rcen t ,  
whi le  i n  t h e  l a r g e s t  c e n t r a l  c i t i e s  t h e  propor t ion  is  15.4 percent .  By c o n t r a s t ,  
ou t s ide  t h e  c e n t r a l  c i t y  i n  the  sma l l e s t  SMSA'S 27.2 percent  of t h e  f a m i l i e s  have 
incomes below $3,000, compared t o  only  8.9 percent  i n  t h e  ou t ly ing  reg ions  of t h e  



Ci ty  and I t em 

New York Ci ty  
Population 
Tota l  PA r e c i p i e n t s  

AFDC r e c i p i e n t s  

Phi lade lphia  
Populat ion 
Tota l  PA r e c i p i e n t s  

AFDC r e c i p i e n t s  

Baltimore 
Populat ion 

* Tota l  PA r e c i p i e n t s  
P AFDC r e c i p i e n t s  

Boston 
Populat ion 
Tota l  PA r e c i p i e n t s  

AFDC r e c i p i e n t s  

San Francisco 
Populat ion 
Tota l  PA r e c i p i e n t s  

AFDC r e c i p i e n t s  

S t .  Louis 
Populat ion 
Tota l  PA r e c i p i e n t s  

AE'DC r e c i p i e n t s  

Percent  
Change 

1956-1966 

-10.9% 
+4.3 
-3.1 

-4 .3  
+13.4 
+ 1 L  .6 

-23.6 
+3.3 
+4.1 

-20.9 
-1-13.1 

+5.5 

-33.9 
-9 .3  
-8.0 

-20.1 
+55.5 
+50.8 

C i t v  and I t em 

Denver 
Popula t ion  
To ta l  PA r e c i p i e n t s  

AFDC r e c i p i e n t s  

Norfolk 
Popula t ion  
To ta l  PA r e c i p i e n t s  

AFDC r e c i p i e n t s  

Richmond 
Popula t ion  
To ta l  PA r e c i p i e n t s  

AFDC r e c i p i e n t s  

Alexandria  
Popula t ion  
To ta l  PA r e c i p i e n t s  

AFDC r e c i p i e n t s  

Roanoke 
Popula t ion  
T o t a l  PA r e c i p i e n t s  

AFDC r e c i p i e n t s  

TABLE 8. - -CITY SHARE OF STATE POPULATION AND PUBLIC ASS1 STANCE RECI PIENTS FOR SELECTED CITIES , 1 956 

1/ Population d a t a  a r e  f o r  J u l y  1955 and Ju ly  1965; r e c i p i e n t  da t a  a r e  f o r  June 1956 and June  1966. - 

AND 1966-1' 

Percent  
Change 

1956-1966 

Source: U.S. Bureau of  t he  Census, Current  Popula t ion  Repor ts ,  S e r i e s  P-25; and Department of  Heal th ,  Educat ion ,  
and Welfare,  Welfare Adminis t ra t ion ;  v a r i o u s  i s s u e s  of  Welfare i n  Review, and unpublished d a t a .  



TABLE 9.--PERCENT OF FAMILIES WITH INCOMES UNDER $3,000 AND OVER $10,000 BY COLOR OF HEAD AND SIZE OF SMSA 
FOR CENTRAL CITIES (CC) AND OUTSIDE CENTRAL CITIES (OCC) , 1959 

Size of Area 

3,000,000 and over 
1,000,000 to  3,000,000 
500,000 t o  1,000,000 
250,000 t o  500,000 
100,000 to  250,000 
Less than 100,000 

Total 

3,000,000 and over 
1,000,000 t o  3,000,000 5 500,000 t o  1,000,000 

250,000 t o  500,000 
100,000 to  250,000 
Less than 100,000 

Total 

3,000,000 and over 
1,000,000 t o  3,000,000 
500,000 t o  1,000,000 
250,000 t o  500,000 
100,000 to  250,000 
Less than 100,000 

Total 

A l l  Classes White 
Total  a L!!x- Total CC AxfL Total AX- a 

Percent Under $3.000 

Percent  Over $10.000 

Source: U.S. Bureau of the Census, U. S . C e n s u s c ,  
Final  Report PC(3)-1D. 



l a r g e s t  me t ropo l i t an  a r e a s .  A s i m i l a r  p a t t e r n  e x i s t s  f o r  both t h e  whi te  and non- 
whi te  c l a s s i f i c a t i o n s .  

A l i k e  phenomenon i n  r eve r se  e x i s t s  f o r  t he  f a m i l i e s  w i t h  incomes ove r  
$10,000--as t h e  s i z e  of  t h e  me t ropo l i t an  a r ea  i n c r e a s e s ,  t h e  p ropor t i on  of  fami- 
l i e s  w i th  $10,000 p l u s  income i n c r e a s e s  from 13.8 percent  t o  23.0 pe rcen t ;  how- 
eve r ,  t h e  i nc rease  i s  from 14.4 t o  19.5 percent  i n  t h e  c e n t r a l  c i t i e s ,  and from 
12.0 t o  27.6 percent  o u t s i d e  t h e  c e n t r a l  c i t i e s .  Again, t h e  income p a t t e r n s  a r e  
s i m i l a r ,  bu t  a t  d i f f e r e n t  l e v e l s ,  f o r  white  and nonwhite f a m i l i e s .  

When s i z e  of  p lace  i s  cons idered ,  a  c r u c i a l  d i s p a r i t y  emerges between 
t h e  c e n t r a l  c i t y  and t h e  o u t s i d e  c e n t r a l  c i t y  a r e a s .  I n  t he  sma l l e s t  SMSA's t h e  
c e n t r a l  c i t y  has a  s l i g h t l y  h ighe r  propor t ion  o f  we l l -o f f  f a m i l i e s  than  do i t s  
env i rons ,  and a  lower propor t ion  of  poor. But i n  t h e  l a r g e s t  c e n t r a l  c i t i e s ,  
even though t h e  propor t ion  of  well- to-do i s  h igher  than t h a t  of  t he  s m a l l e s t  
(19.5% a s  compared t o  l4.4%), i t  i s  low compared t o  t h e i r  suburban a r e a s .  The 
l a r g e s t  c e n t r a l  c i t i e s  a l s o  have nea r ly  twice a s  h igh  a  propor t ion  of  poor a s  do 
t h e i r  suburbs. These f a c t s  a r e  summarized below: 

Income i n  Income i n  
Smallest  SMSA'S Larges t  SMSA'S 
Above Be low Above Be low 

$10,000 $3,000 $10,000 $3,000 

C e n t r a l  c i t y  14.4% 18.8% 19.5% 15.4% 
Outside c e n t r a l  c i t y  12.0 27.2 27.6 8.9 
T o t a l  13.8 20.7 23.0 12.6 

De ta i l ed  n a t i o n a l  aggrega tes  f o r  t h e  o u t s i d e  c e n t r a l  c i t y  a r ea  c l e a r l y  
demonstrate a  c e n t r a l  c i t y  income lag  r e l a t i v e  t o  i t s  suburban neighbors .  Data 
on median family income i l l u s t r a t e  t h e  emerging d i s p a r i t i e s :  

Outside Cen t r a l  C i ty  Areas 
Other  

Centra 1 Urban Rura 1 Rural  
Year C i t i e s  T o t a l  T e r r i t o r y  Nonfarm Farm - 

The d i s p a r i t y  between c e n t r a l  c i t y  and o u t s i d e  c e n t r a l  c i t y  family in-  
come grew by $308 from 1959 t o  1964. An a n a l y s i s  of  t h e  1959 d a t a  r e v e a l s  t h e  de- 
f l a t i n g  e f f e c t  of  t he  lower incomes i n  t he  r u r a l  farm and r u r a l  nonfarm a r e a s .  
The d i s p a r i t y  i s  not  a  func t ion  of  d i s t a n c e ,  because t h e r e  i s  c l e a r  i n d i c a t i o n  
t h a t  d i s t ance  from t h e  c e n t r a l  c i t y  i s  a s s o c i a t e d  wi th  h ighe r  and no t  lower in-  
comes. Rather ,  i n  t h i s  ca se  the  d i f f e r e n c e  r e f l e c t s  the  i n d u s t r i a l - o c c u p a t i o n a l  
mix of  t h e  component a r ea s .  

37 l a r g e s t  sMSA'S.- he income p a t t e r n s  of  t he  c e n t r a l  c i t y  and o u t s i d e  
c e n t r a l  c i t y  a r e a s  i n  t he  37 l a r g e s t  me t ropo l i t an  c e n t e r s  a r e  eva lua t ed  i n  two 
ways- -e i ther  by a  d i r e c t  comparison of  t h e  c e n t r a l  c i t y  t o  t he  e n t i r e  o u t s i d e  



a rea  i n  t h e  SMSA (Table A-4), o r  by a  comparison of t he  c e n t r a l  c i t y  t o  i t s  out-  
s i d e  c e n t r a l  c i t y  reg ion  ad jus t ed  f o r  t h e  r u r a l  component (Table A-5).* 

Once t h e  d e f l a t i n g  e f f e c t  of t h e  lower income of t he  " ru ra l "  popula t ion  
of t he  SMSA i s  o f f s e t  o r  s t r i p p e d  o u t ,  then  met ropol i tan  a r e a s  ac ros s  t h e  Nation 
e x h i b i t  t h e  c l a s s i c a l  income d i s p a r i t y  pa t te rn- -a  c l e a r - c u t  income d i f f e r e n t i a l  
s i t u a t i o n  t h a t  f avo r s  suburbia.  A s  might be expected,  t he  suburban income ad- 
vantage over  t he  c e n t r a l  c i t y  becomes even more dramatic  f o r  many of  the  North- 
e a s t e r n  and Midwestern met ropol i tan  a r eas .  For many Southern and Western metro- 
p o l i t a n  a r e a s ,  t h i s  r u r a l  adjustment  has  a  h igh ly  s i g n i f i c a n t  " tu rn  around" e f -  
f e c t - - i n s t e a d  of t h e  income d i f f e r e n t i a l  favor ing  the  c e n t r a l  c i t y  i t  now c l e a r l y  
f avo r s  suburbia.*\ To put t h e  i s s u e  i n  another  way, once t h e  r u r a l  adjustment  i s  
made, suburb ia  en joys  a  c l e a r - c u t  advantage over  t h e  c e n t r a l  c i t y  i n  every s e c t i o n  
of  t h e  land wi th  r eg iona l  v a r i a t i o n  simply one of deg ree - - i . e . ,  a  g r e a t e r  suburban 
advantage i n  t he  Nor theas te rn  and Midwestern a r e a s  than i n  t h e  South and t h e  West. 

While t he  use of an admi t ted ly  a r b i t r a r y  r u r a l  adjustment  f a c t o r  may 
o v e r s t a t e  the  1964 household income of suburbani tes  i n  some met ropol i tan  a r e a s ,  
i t  i s  abso lu t e ly  necessary t o  make every e f f o r t  t o  o f f s e t  t he  d e f l a t i n g  e f f e c t  
t h a t  i nc lus ion  of  t h e  lower household income of r u r a l  f a m i l i e s  has on income 
l e v e l s  f o r  t h e  ou t s ide  c e n t r a l  c i t y  a r e a s .  The t r u e  c e n t r a l  c i ty-suburban  income 
d i s p a r i t y  undoubtedly f a l l s  somewhere between t h e  1959 Census bench mark f i g u r e s  
and t h e  1964 e s t ima te s  based on t h e  r u r a l  component adjustment .  Without t h i s  ad- 
justment ,  t h e  r e l a t i o n s h i p  between c e n t r a l  c i t y  and suburbia income l e v e l s  i s  
h igh ly  d i s t o r t e d  i n  those  me t ropo l i t an  a r e a s  ( p a r t i c u l a r l y  i n  t h e  South and West) 
w i th  l a r g e  r u r a l  components. Looking a t  unadjus ted  income da t a  (Table l o ) ,  one 
would come t o  t h e  conclus ion  t h a t  most of t he  major c i t i e s  i n  t h e  South and West 
enjoyed h ighe r  income l e v e l s  than  t h e i r  suburban neighbors .  Yet t h i s  would be a t  
complete va r i ance  w i th  t he  l a s t  Census f i nd ing - - tha t  by 1959 the  urban f r i n g e  had 
a l r eady  forged ahead i n  every major me t ropo l i t an  a r ea  except  San Bernardino 
(Table 10) . 

The reasons f o r  t he  pe r s i s t ence  of t he se  income d i s p a r i t i e s  and some of  
t he  problems they c r e a t e  a r e  expla ined  i n  the  Commission's s tudy of  the  two New 
J e r s e y  met ropol i tan  a r eas :  

The major c i t i e s  of New Jersey  have long been a  haven f o r  i n -  
migrants  from the  r u r a l  South a s  w e l l  a s  from abroad. Accultur- 
a t i o n  of newcomers presented  no f i n a n c i a l  problems t o  c i t y  gov- 
ernments so long a s  f i s c a l  r e sou rces  remained adequate.  

Under present  [zoning] law t h e  a f f  luent  suburbs a r e  ab l e  t o  ex- 
c lude  low-income f a m i l i e s  and r i n i m i z e  t a x  burdens which a r e  
then  t r a n s f e r r e d  t o  t h e  over-burdened c e n t r a l  c i t i e s .  

* To o f f s e t  t h e  d e f l a t i n g  e f f e c t  of t he  lower incomes of  r u r a l  f a m i l i e s  l i v i n g  
i n  t h e  o u t s i d e  c e n t r a l  c i t y  s e c t i o n  of t h e  SMSA, t h e  average household income i s  
r a i s e d  by an adjustment  f a c t o r  which i s  based on t h e  r u r a l  p ropor t ion  of  t h e  popu- 
l a t i o n  t h a t  l i v e d  ou t s ide  t he  c e n t r a l  c i t y  a r ea  i n  1959. For  a  d e t a i l e d  d iscus-  
s i o n  of t h i s  adjustment  procedure s ee  Appendix B. 

** This  " turn  around'' e f f e c t  is  seen i n  Los Angeles; San Bernardino 
Tampa ; A t  l a n t a  ; Por t  l and ,  Oregon ; Dal l a s  ; Houston and S e a t t l e  (Table 

; San Diego 
10). 



TABLE 10.--RELATIONSHIP BETWEEN CENTRAL CITY (CC) AND OUTSIDE CENTRAL CITY (OCC) 
AVERAGE HOUSEHOLD INCOME. UNADJUSTED AND ADJUSTED FOR RURAL COMPONENTS, 

3 7 LARGEST STANDARD METROPOLITAN STATISTICAL AREAS, 1964 

Los Angeles-Long Beach, California 
San Bernardino-Riverside-Ontario, California 
San Diego, California 
San Francisco-Oakland, California 
Denver, Colorado 

Washington, D.C. 
Miami, Florida 
Tampa-St. Petersburg, Florida 
Atlanta, Georgia 
Chicago, Illinois 

Indianapolis, Indiana 
Louisville, Kentucky-Indiana 
New Orleans, Louisiana 
Baltimore, Maryland 
Boston, Massachusetts 

Detroit, Michigan 
Minneapolis-St. Paul, Minnesota 
Kansas City, Missouri-Kansas 
St. Louis, Missouri-Illinois 
Newark, New Jersey 

Paterson-Clifton-Passaic,.New Jersey 
Buffalo, New York 
New York, New York 
Rochester, New York 
Cincinnati, Ohio-Kentucky-Indiana 

Cleveland, Ohio 
Columbus, Ohio 
Dayton, Ohio 
Portland, Oregon-Washington 
Philadelphia, Pennsylvania-New Jersey 

Pittsburgh, Pennsylvania 
Providence, Rhode Island 
Dallas, Texas 
Houston, Texas 
San Antonio, Texas 

Seattle-Everett, Washington 
Milwaukee, Wisconsin 

OCC As a Percent 
of CC, 1964 

Unadjusted 

99.4% 
87.4 
92.7 
117.5 
101.3 

122.0 
136.2 
94.9 
98.0 
131.7 

134.3 
134.6 
104.2 
119.9 
126.8 

123.5 
115.5 
104.4 
138.1 
164.6 

140.5 
121.0 
150.8 
138.3 
114.4 

177.9 
143.8 
118.8 
98.1 
131.5 

104.0 
102.9 
94.7 
97.8 
198.2 

94.8 
143.4 

Adjusted 

100.3% 
101.3 
101.7 
120.9 
106.7 

128.1 
139.3 
108.6 
111.2 
137.2 

148: 8 
151.0 
107.9 
135.6 
132.5 

127.7 
120.7 
110.6 
147.7 
168.0 

141.1 
132.7 
156.0 
154.1 
120.4 

180.5 
157.7 
133.1 
110.9 
141.0 

113.7 
107.2 
102.3 
106.2 
NC 

106.6 
149.8 

Exhibit: 
Urban Fringe 

As a Percent of 
CC, 1959 

NC = Not computed. 

Source: Appendix Tables A-4 and A-5. 



Educational Attainment 

The major educational problems of the c e n t r a l  c i t i e s  a r e  r e f l e c t e d  i n  
the enrollment r a t i o s  and the  educational attainment of the population. For the  
population over 25 years of age i n  1960 the  educational at tainment was a s  follows: 

Outside Central  City Areas 
Other 

Central  Urban Rural Rural 
Item Ci ty  Total Ter r i to ry  Nonfarm Farm 

Median school years 10.7 11.8 
Percent l e s s  than 

f i v e  years 8.4% n.a. 
Percent four years 

of col lege  or more 8.0% n.a.  

Once again there  i s  a s i g n i f i c a n t  d i s p a r i t y  between the c e n t r a l  c i t y  
and outs ide  c e n t r a l  c i t y  areas .  However, a s  i n  the case of income, the  d i s p a r i t y  
i s  reduced by the advantage t h a t  the c e n t r a l  c i t y  enjoys over a t  l e a s t  a  p a r t  of 
the  r u r a l  a rea .  As the r u r a l  port ion of the outs ide  c e n t r a l  c i t y  i s  reduced, 
the  d i s p a r i t y  increases.  

The impact of the r u r a l  component i s  seen not only i n  terms of the 
educational at tainment,  which i s  so c losely  re la ted  t o  present  incone, but  a l s o  
i n  the  enrollment r a t i o ,  which i s  r e l a ted  t o  po ten t i a l  income. The proportion 
of population 16-17 not enrol led  i n  any school, a  good measure of the  "drop-out" 
r a t e ,  was a s  follows f o r  1960: 

Central  c i t y  20.6% 
Outside c e n t r a l  c i t y  a reas ,  t o t a l  17.0 

Other urban t e r r i t o r y  14.7 
Rural nonfarm 20.8 
Rural farm 16.8 

The data show a higher dropout r a t e  i n  the c e n t r a l  c i t i e s  than i n  the  
urban o r  r u r a l  farm a reas ,  but a cen t ra l  c i t y  r a t e  almost i d e n t i c a l  t o  t h a t  i n  
the  r u r a l  nonfarm areas .  It should be noted here t h a t  the  low dropout r a t e  i n  
the r u r a l  farm areas  r e f l e c t s  the l a t e r  age f o r  beginning school; where only 
44.5 percent of chi ldren aged 5-6 a r e  enrol led  i n  school i n  r u r a l  farm a reas ,  
71.9 percent of such chi ldren a r e  enrol led  i n  the  cen t ra l  c i t y  areas .  

While dropouts form a smaller  proportion of the  e n t i r e  population of 
the  l a r g e s t  SMSA's than they do of a l l  smaller  SMSA's, the re  i s  a s i g n i f i c a n t l y  
sharp con t ras t  i n  dropout r a t e s  between the  c e n t r a l  c i t y  and the  outs ide  c e n t r a l  
c i t y  i n  the l a r g e s t  SMSA's. The cen t ra l  c i t y  averages 13.5 percent of persons 
14-17 years o ld  not  i n  school, compared t o  9.0 percent i n  the urban f r inge  
(Table A-6). fc 

* The percent of dropouts ranges from 10.9 i n  the c i t y  t o  3.8 i n  the urban 
f r inge  i n  Rochester, or  near ly  3 t o  1. A s imi la r  range i s  shown f o r  Columbus. 

(continued) 



Housing 

While data deficiencies frustrate suburban-rural housing comparisons 
for the areas outside the central city, sone clear-cut disparities between the 
central cities and their environs do emerge, and the direction, if not the 
magnitude, of the rural impact can be ascertained. 

The following disparities appear to be of greatest consequence. First, 
a significantly larger proportion of the population lives in si~gle family 
dwellin_gs>tside thecentral city than inside--84.7 percent compared to 53.1 
percent. The relationship for owner-occupied housing is roughly the same as for 
single family dwellings--72.7 percent to 47.4 percent. Further, and as expected, 
the housing outside the central city areas is considerably newer than that of 
the central city. As of 1960, only 19.8 percent of central city housing had been 
built during the fifties compared with 41.5 percent outside central city. 

Finally, the proportion of housing which is unsound is significantly 
higher in the central city. Once again the rural component distorts the national 
totals, but even in this case the proportion of owner-and-renter-occupied unsound 
housing in 1960 was 20.4 percent in the central cities and 15.6 percent in the 
"outside central city" areas. The close relation between housing and income im- 
plies that a considerable proportion of the unsound housing outside the central 
city, both renter and owner-occupied, is rural in character. Yet, as is pointed 
out in the Commission's study of the Chicago area, some of the central city's 
older neighboring communities look as bad as the central city. Thus, the Chicago 
suburb of Chicago Heights had 21.7 percent of its dwelling units listed as un- 
sound in the 1960 Census, and Summit had 19.5 percent unsound dwelling units. 

Table A-7 shows that the ownership role everywhere in the "outside 
central city" is sixty percent or above, whereas in the central cities with only 
a few exceptions it never reaches that rate. In all cases the central city has 
a lower proportion of owner-occupied housing than does its surrounding area. 
The central city--outside city ratios of substandard housing are nearly 4 to 1 
in Newark, 3 to 1 in New York City and 2 to 1 in Indianapolis. Among the 37 
largest SMSA's, only San Bernardino-Riverside and the Dallas metropolitan areas 
exhibit ratios favorable to the central cities. 

Unemployment 

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

(Continued) The figures are 17.7 in the city and 9.0 in the urban fringe in the 
St. Louis area. This is a ratio of about 2 to 1. Disparities of similar magni- 
tude are noted for New York City, Cleveland, Washington, D.C., Indianapolis a.nd 
Boston. 

With regard to school years completed, the median ranges from 9.0 years in 
New Orleans to 11.1 years in its environs; 9 years in Newark and 11.8 in its sub- 
urbs; 8.8 in St. Louis to 10.9 in the suburbs. On the other hand, for several 
SMSA's, disparities in terms of school years conpleted are insignificant or run 
in the other direction. 



city residents in the large SMSA's were unemployed on the average whereas the com- 
parable figure for the urban fringe area was 41 (Table A-8).7k 

Despite the reduction in overall unemployment since 1960, fragmentary 
evidence would seem to indicate that the disparity in unemployment rates between 
central cities and their outlying areas persists. This is indicated by Table 11, 
which compares unemployment rates as of 1966 in certain slum areas with such 
rates in the metropolitan areas as a whole. Though not strictly comparable with 
the 1960 data in terms of area coverage, it is clear enough that the disparity 
in unemployment continues to strike with particular emphasis in the central 
cities. 

Crime and Delinquency 

Social and economic disparities directly affect the incidence of crime 
and delinquency, a fact made clear by the President's Comnission on Law Enforce- 
ment and Administration of ~ustice.21 Among the factors the Federal Bureau of 
Investigation lists as contributing to the incidence of crime are: 

Density and size of the community population and the metropolitan 
area of which it is a part; 

Composition of the population with reference particularly to age, 
sex, and race; 

Economic status and mores of the population; and 

Relative stability of population, including comnuters, seasonal, 
and other transient types. 

is not surprising, therefore, that the large central cities are 
particularly beset by the ravages of crime. This is illustrated by the following 
tabulation of 1965 robbery rates per 100,000 population for several cities, corn- 
paring the central city rate with that for its metropolitan area as a whole:?/ 

Area --- 
Chicago 
Newark 
Washing ton 
Miami 
Los Angeles 
Cleveland 
Houston 
Dayton 

Central 
City 

420.8 
379.8 
358.8 
241.2 
293.4 
213.4 
135.3 
129.6 

Metropolitan 
Area 

244.3 
109.4 
153.2 
164.2 
189.1 
101.1 
95.5 
55.2 

Jc For certain areas, however, the disparity was far greater; central city un- 
employment rates were more than double the urban fringe rates in Washington, D.C., 
Chicago, Indianapolis, Newark, Rochester, Cleveland and Columbus. Only in the 
San Bernardino-Riverside-Ontario, California and St. Petersburg, Florida areas, 
were the unemployment rates relatively lower in the central cities. 



TABLE 11.--UNEMPLOYMENT RATES FOR SLUM AREAS AND FOR METROPOLITAN AREAS 
AS A WHOLE, SELECTED SMSA'S, 1966 

Metropolitan Area and Slum Area 

Boston 
Roxbury area 

Cleveland 
Hough and surrounding neighborhood 

Detroit 
Central Woodward area 

Los Angeles 
South Los Angeles 

New Orleans 
Several contiguous areas 

New York 
Harlem 
East Harlem 
Bedford-Stuyvesant 

Philadelphia 
North Philadelphia 

Phoenix 
Salt River Bed area 

St. Louis 
North Side 

San Antonio 
East and West sides 

San Francisco-Oakland 
San Francisco, Mission-Fillmore 
Oakland, Bayside 

n.a. = Data not available. 

Unemployment Rate 
Slum Area, Metropolitan Area, 
November Average for Year 

1966 Ending August 1966 

Source: U.S. Department of Labor Manpower Report of the President (U.S. Govern- 
ment Printing Office: April, 1967), p. 75. 



The Commission's case s tud ies  underscore t h i s  fact--"The c e n t r a l  c i t y  
i s  where a major i ty  of crimes take place.  Atlanta had a crime index almost four 
times t h a t  of DeIZalb County." In  the "model c i ty"  o r  core a rea  of Lou i sv i l l e ,  
"comparisons of per cap i t a  t o t a l  and juvenile a r r e s t s  y i e l d  r e s u l t s  which a r e  
hardly surpr is ing-- the  crime r a t e  i n  the model c i t y  a rea  i s  75 t o  100 percent 
g rea te r  than t h a t  i n  the c e n t r a l  c i t y ,  and 3 t o  6 times g rea te r  than t h a t  outs ide  
the  c e n t r a l  c i ty . "  

Business and Industry 

The period 1950 t o  1960 provides only a rough guide t o  recent  develop- 
ments i n  the economic s t a t u s  of cen t ra l  c i t i e s .  Data drawn from the  1958 and 
1963 Censuses of Business and Manufactures provide a more d e f i n i t i v e  impression 
of the  de te r io ra t ion  of c e n t r a l  c i t y  economic bases. For the  37 l a r g e s t  metro- 
po l i t an  a reas ,  the  p ic tu re  i s  c l e a r l y  one of decl ine  i n  the  r e l a t i v e  economic 
pos i t ion  of the cen t ra l  c i t i e s  and i n  a s i g n i f i c a n t  number of ins tances ,  an 
absolute  decl ine ,  p a r t i c u l a r l y  f o r  the  o lder  c i t i e s  i n  the  Northeast and Midwest. 

As shown i n  Table 12, r e t a i l  s a l e s  increased i n  24 of the 37 l a r g e s t  
c e n t r a l  c i t y  areas  and declined i n  13 a reas ,  f o r  an overa l l  increase  of 4.8 
percent .* Outside areas  increased on the average 45.5 percent,  s u b s t a n t i a l l y  
i n  excess of the increase  i n  population and income. The large  increase  ou t s ide  
the c e n t r a l  c i t i e s  represented a s h i f t  i n  the locat ion of r e t a i l  a c t i v i t y .  This 
i s  indicated by the  f a c t  t h a t  i n  only one case out of 37 was the re  a decl ine  i n  
the outs ide  area  and t h a t  was due t o  the annexation po l i c i es  of the c i t y  of 
Houston during t h i s  period.  I n  only one other  ins tance  (Kansas City) did the  
outs ide  a rea  grow a t  a slower r a t e  than the c e n t r a l  c i t y .  

The 1958-1963 period represented a decl ine  i n  the importance of the  
c e n t r a l  c i t i e s  a s  r e t a i l  centers  when compared e i t h e r  t o  the suburban areas  o r  
t o  the  r e s t  of the Nation. I n  1958, 27 percent of a l l  r e t a i l  t ransact ions  were 
i n  these c e n t r a l  c i t i e s  and 1 7 . 7  percent i n  t h e i r  out ly ing a reas .  As a r e s u l t  
of the  d i f f e r e n t i a l  growth r a t e s ,  the c e n t r a l  c i t i e s  i n  1963 carrLed on 24.1 
percent of the  r e t a i l  s a l e s  and the  suburbs 21.2 percent,  almost e rad ica t ing  the 
previous enormous balance i n  favor of c e n t r a l  c i t i e s .  

This slow growth and r e l a t i v e  decl ine  were re f l ec ted  i n  the  decl ine  i n  
the c e n t r a l  c i t y  tax  base and an increase  or  strengthening of the suburban t ax  
base. 

Central  Business Dis t r ic ts . - -Of  even g rea te r  importance has been the 
behavior of the c e n t r a l  business d i s t r i c t s  (CBD's) during t h i s  period.  

The c e n t r a l  business d i s t r i c t  had underpinned the c e n t r a l  c i t y ' s  t ax  
base. By 1963, however, i t  was a r a r e  C@ i n  the l a r g e s t  SMSA's t h a t  showed an 

rC C increase--only e ight  i n  f a c t  (Table 13).  By con t ras t ,  none of the  116 major 

* The l a r g e s t  decl ine  occurred i n  the c i t y  of Buffalo, where s a l e s  declined 
15.5 percent between 1958 and 1963. The l a r g e s t  increase  occurrpd i n  the quasi-  
c e n t r a l  c i t i e s  of San Bernardino-Riverside-Ontario, but  t h a t  increase  of 33.4 
percent was l e s s  than the  average increase of a l l  outs ide  c e n t r a l  c i t y  a reas .  

J J. San Francisco, Oakland, At lanta ,  Kansas Ci ty  (Kan.), Boston, Rochester, Col- 
umbus and Washington, D.C.  The l a r g e s t  increase was 7.6 percent i n  San Francisco. 



TABLE 12.--RETAIL SALES, INSIDE (CC) AND OUTSIDE CENTRAL CITY (OCC) AREAS, 
37 LARGEST STANDARD METmPOLITAN STATISTICAL AREAS, 1958 AND 1963 

Los Angeles-Long Beach, Ca l i fo rn i a  $ 9,040 $ 4,413 
San Bernardino-Riverside-Ontario, Cal i fo rn i a  9 13 410 
San Diego, Ca l i fo rn i a  1,132 725 
San Francisco-Oakland. Ca l i fo rn i a  3.440 
Denver, Colorado 

Washington, D.C. 
Miami, F lo r ida  
Tampa-St. Peteraburg, F lo r ida  
At lanta ,  Georgia 
Chicago, I l l i n o i s  

Ind ianapo l i s ,  Indiana 
Lou i sv i l l e ,  Kentucky- Indiana 
New Orleans, Louisiana 
Baltimore, Maryland 
Boston, Massachusetts 

De t ro i t ,  Michigan 
Minneapolis-St. Paul ,  Minnesota 
Kansas Ci ty .  Missouri-Kansas 
St .  Louis,  M i s s o u r i - I l l i n o i s  
Newark, New Je r sey  

Paterson-Clifton-Passaic, New Jersey 
Buffa lo ,  New York 
New York, New York 
Rochester,  New York 
C inc inna t i ,  Ohio-Kentucky-Indiana 

Cleveland, Ohio 
Columbus, Ohio 
Dayton, Ohio 
Por t land,  Oregon-Washington 
Phi ladelphia ,  P e ~ s y  lvania-New Je r sey  

P i t t sbu rgh ,  Pennsylvania 
Providence, Rhode I s l and  
Da l l a s ,  Texas 
Houston, Texas 
San Antonio, Texas 

Sea t t l e -Eve re t t ,  Washington 
Milwaukee, Wisconsin 

37 sMSA t o t a l  

Source: U.S. Bureau of t he  Census. U.S. Census of Business, 1958, Vol. 11; and U.S. Census o f  Business. 1963, Vol. 11. 



TABLE 13.--PERCENT CHANGE IN RETAIL SALES, BETWEEN 1958 AND 1963, IN THE 37 LARGEST 
STANDARD METROPOLITAN STATISTICAL AREAS IN THE UNITED STATE& 

Los Angeles, California 
Long Beach, California 
San Bernardino-Riverside-Ontario, California 
San Diego, California 
San Francisco, California 

Oakland, California 
Denver, Colorado 
Washington, D.C. 
Miami, Florida 
Tampa, Florida 

St. Petersburg, Florida 
Atlanta, Georgia 
Chicago, Illinois 
Indianapolis, Indiana 
Louisville, Kentucky-Indiana 

New Orleans, Louisiana 
Baltimore, Maryland 
Boston, Massachusetts 
Detroit, Michigan 
Minneapolis, Minnesota 

St. Paul, Minnesota 
Kansas City, Missouri-Kansas 
Kansas City, Kansas 
St. Louis, Missouri-Illinois 
Newark, New Jersey 

Paterson-Clifton-Passaic, New Jersey 
Buffalo, New York 
New York, New York (Manhattan) 
Rochester, New York 
Cincinnati, Ohio-Kentucky-Indiana 

Cleveland, Ohio 
Columbus, Ohio 
Dayton, Ohio 
Portland, Oregon 
Philadelphia, Pennsylvania 

Pittsburgh, Pennsylvania 
Providence, Rhode Island 
Dallas, Texas 
Houston, Texas 
San Antonio, Texas 

Seattle-Everett, Washington 
Milwaukee , Wisconsin 

SMSA - 
29.6% 
29.6 
n.a. 
24.4 
32.3 

32.3 
32.0 
34.5 
18.0 
25.7 

25.7 
38.2 
17.0 
23.9 
18.8 

13.6 
17.9 
17.6 
20.9 
20.5 

20.5 
18.1 
18.1 
17.4 
16.5 

29.2 
10.2 
15.2 
27.8 
18.8 

16.7 
24.6 
24.4 
25.1 
18.8 

8.9 
21.2 
27.3 
27.0 
14.9 

23.2 
15.5 

Central City 

16.5% 
7.4 
n.a. 
9.7 
18.2 

13.8 
4.7 
8.0 

-13.4 
15.6 

5.0 
23.5 
0.5 
5.3 
8.3 

1.3 
-3.9 
-4.0 
0.9 
0.7 

3.5 
12.1 
-5.8 
-8.0 
0.2 

-1.4 
-15.6 
6.1 
9.4 
0.2 

-9.6 
7.7 
-3.3 
11.8 
2.5 

-1.1 
-3.8 
17.8 
24.5 
12.5 

8.1 
0.6 

Central Business 
District 

n.a. = Data not available. 

11 Excludes nonstore retailers (i.e., mail order, direct selling, merchandise vending machine - 
operators), which are included in Table 12. 

21 Manhattan only. - 

Source: U.S. Bureau of the Census, U.S. Census of Business, 1963, Vol. 111. 



r e t a i l i n g  a reas  elsewhere i n  the  country declined,  and a l l  but seven recorded 
increases i n  excess of 10 percent. 

Re ta i l  a c t i v i t y  moved generally t o  suburban a reas  a t  a g rea t ly  f a s t e r  
pace than population. Table 13 shows the  decl ine  i n  Central Business D i s t r i c t  
a c t i v i t y  over the period 1958 t o  1963. It demonstrates t h a t  r e t a i l  s a l e s  grew 
f a r  more i n  the  SMSA's a s  a whole i n  the  c e n t r a l  c i t i e s .  

The f l i g h t  of indust ry  from t h e  city.--Manufacturing a l s o  shows a 
general  s h i f t  out  of the  c i t y .  I n  the  aggregate, manufacturing employment i n  
c e n t r a l  c i t i e s  declined 6 percent and outs ide  those c i t i e s  increased by 15.6 
percent (Table 14).  Special  circumstances brought about increases i n  only a few 
c i t i e s .  * 

There was no increase  over 10 percent i n  any o lde r  c i t y  except f o r  San 
Bernardino, Columbus and Houston. Only i n  Lou i sv i l l e ,  Cincinnat i  and Providence 
did c e n t r a l  c i t i e s  show a b e t t e r  performance than did  t h e i r  outs ide  a r e a s .  

The tendency f o r  i n d u s t r i a l  p lan t s  t o  loca te  outs ide  the  c e n t r a l  
c i t i e s  i n  recent years has been a s i g n i f i c a n t  f a c t o r  i n  the  c e n t r a l  c i ty -ou t s ide  
c e n t r a l  c i t y  employment d i s p a r i t y  noted e a r l i e r .  This outward movement of in -  
dust ry  i s  pointed up i n  a recent  Co i s s i o n  study of the  e f f e c t  of S t a t e  and 
l o c a l  taxes on i n d u s t r i a l  l o c a t i o n . 3  The Bureau of Labor S t a t i s t i c s  found t h a t  
i n  the  period 1960-1965, 62 percent of the  valuat ion of permits f o r  new i n d u s t r i -  
a l  building i n  SMSA's was issued f o r  const ruct ion outs ide  the  c e n t r a l  c i t ies .? /  
The percentage was considerably higher i n  most of the  l a r g e  SMSA's f o r  which the  
Bureau of Labor S t a t i s t i c s  developed such information: 

Atlanta 
Boston 
Chicago 
Dayton 
Detroi t  

Indianapolis  
Los Angeles 
New Orleans 
New York 
Philadelphia 

S t .  Louis 
San Francisco 
Washington, D.C. 

A recent po l l  found t h a t  almost hal f  of a l l  union members now l i v e  i n  
the  suburbs, and t h a t  "suburbanites account f o r  about three-four ths  of un ion i s t s  
under age 40."6/ Thus, many of the  i n d u s t r i a l  employees have been ab le  t o  follow 
the  p lan t s  t o  the suburbs. But the f l i g h t  of indust ry  from the  c e n t r a l  c i t y  has  
made it  increas ingly  d i f f i c u l t  f o r  the disadvantaged c i t i z e n s  who a r e  forced t o  
remain i n  the c i t y  t o  f ind  employment. 

* For example, Houston and Columbus undertook annexation and Providence in -  
cluded suburban a reas .  



TABLE 14. --MANUFACTURING EMPLOYMENT, INSIDE (CC) AND OUTSIDE CENTRAL CITY (OCC) , 
37 LARGEST STANDARD I-ETROPOLITAN STATISTICAL AREAS, 1958 AND 1963 

(Thousands) 

Los Angeles-Long Beach, California 729.0 
San Bernardino-Riverside-Ontario, California 29.2 
San Diego, California 
San Francisco-Oakland, California 
Denver, Colorado 

Washington, D.C. 
Miami, Florida 
Tampa-St. Petersburg, Florida 
Atlanta, Georgia 
Chicago, Illinois 

Indianapolis, Indiana 
Louisville, Kentucky-Indiana 
New Orleans, Louisiana 
Baltimore, Maryland 
Boston, Massachusetts 

Detroit. Michigan 
Minneapolis-St. Paul, Minnesota 
Kansas City, Missouri-Kansas 
St. Louis, Missouri-Illinois 
Newark, New Jersey 

Paterson-Clifton-Passaic, New Jersey 
Buffalo, New York 
New York , New York 
Rochester, New York 
Cincinnati, Ohio-Kentucky-Indiana 

Cleveland, Ohio 
Columbus, Ohio 
Dayton, Ohio 
Portland, Oregon-Washington 
Philadelphia, Pennsylvania-New Jersey 

Pittsburgh, Pennsylvania 
Providence, Rhode Island 
Dallas, Texas 
Houston, Texas 
San Antonio, Texas 

Seattle-Everett, Washington 
Milwaukee, Wisconsin 

37 SMSA total 

1963 As a Per- 
1963 - 

s M s A , C C . . O C C C C A - m L  

Source: 1963 Census of Manufacturing. 



In some areas the movement of industry has served as a salutary shock 
treatment for the central city as well as for the metropolitan area as a whole. 
Boston is a case in point. For generations it was known as a center of low 
wage, low productivity textile and leather factories, and the textile towns of 
Lowell and Lynn are part of American economic and social history. The draining 
off of these industries to the low cost labor areas of the South is a familiar 
story. Less well known is their replacement by the dynamic industries of the 
future--electronics and research--and by the expansion of the already estab- 
lished high income service industries including insurance, medicine, education, 
recreation and finance. Seeking space, transportation linkages and customers, 
many of these new activities ring the center city at some distance, but for the 
area as a whole they have brought one of the highest rates of income growth in 
the country. By 1962 Boston exhibited half of the national rate of population 
increase, but its per capita income was one-fifth higher than the U.S. average. 

IMPLICATIONS OF SOCIAL AND ECONOMIC DISPARITIES 

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

The areas where these high cost citizens live have higher densities 
than the other urban territory within the metropolitan area as well as an in- 
creasingly obsolescent private and public infrastructure. 

The confluence of all these forces has placed enormous burdens on the 
central cities. At the turn of the century the large cities were viewed as the 
most qualified government to handle social problems by virtue of their income 
and wealth. It was the cities that were providing high quality education, not 
the suburban and rural areas, and the cities had the resources to do so. This 
fact was recorded in no uncertain terms by an observer of the scene at that time, 
and eventually led to State school equalization progra s that have favored 

7 9  suburban and rural school systems over urban schools:- 

In two-thirds of the states of the Union no adequate provision is made 
for the maintenance of the smaller schools of the state, and usually 
these are maintained in a most unsatisfactory manner and at a sacri- 
fice entirely out of proportion to the local benefits received. On 
the other hand, the citiks with their aggregations of people and wealth, 
are able to maintain excellent school systems on a relatively small 
expenditure." Justice and equity demand a rearrangement of the appor- 
tionment plan so as to place a larger proportion of aid where it is 
most needed. There is little excuse for a system of state taxation 
for education if the income from such taxation is to be distributed 

* Italics added. 



TABLE 15. --SUMMARY OF SIGNIFICANT NATIONAL DISPARITIES, CENTRAL CITY AND OUTSIDE 
CENTRAL CITY AREAS, ALL STANDARD METROPOLITAN STATISTICAL AREAS, 1960 

(Percent, except where noted) 

Population 
Percent distribution 
Percent increase, 1950-1960 
Total population 
White 
Negro 

Percent nonwhite 

Percent under age 15 
Total population 
White 
Nenwhite 

Percent over age 60 
Total population 
White 
Nonwhite 

Educational attainment 
Percent of population 16-17 not 
enrolled in school 
Percent of population over age 
25 with less than 5 years of 
school 
Percent of population over age 
25 with 4 years of college or 
more 

Median school years completed 

Income and employment 
Median family income 
Unemployed as percent civilian 
labor force 
Percent employed in 
Agriculture 
Mining 
Manufacturing 

Housing 
Living in single family units 
Proportion owner-occupied 
Living in housing built before 
1950 
Living in unsound housing 
Median value owner-occupied 
housing 

Central 
Citv 

51.4% 

10.7 
4.7 
50.3 
17.3 

28.1 
26.7 
35.5 

14.3 
15.6 
7.9 

20.6 

8.4 

8.0 
10.7 Yrs. 

$ 5,940 

5.6% 

.5 

.3 
26.9 

53.1 
47.4 

80.2 
20.4 

$12,300 

Outside Central Citv Area 
Other Urban Rural Rural 

Totel 

48.6% 

48.5 
49.2 
30.7 
5.1 

32.9 
33.5 
38.1 

10.6 
10.6 
8.1 

16.3 

5.4 

9.8 
11.8 Yrs. 

$ 6,707 

4.2% 

3.4 
.6 

31.4 

84.7 
72.7 

58.5 
15.6 

$14,400 

Territorv 

36.8% 

n.a. 
n.a. 
n.a. 
4.5 

32.7 
33.6 
37.0 

10.7 
10.8 
7.6 

14.7 

4.8 

10.7 
12.8 Yrs. 

$7,002 

4.3% 

1.1 
.5 

31.9 

n.a. 
n.a. 

n.a. 
n.a. 

n.a. 

Nonferm 

10.3% 

n.8. 
n.a. 
n.a. 
6.1 

34.3 
34.1 
39.0 

9.9 
10.0 
9.1 

20.8 

7.4 

7.0 
10.6 Yrs. 

$5,830 

5.2% 

5.0 
1.4 
32.0 

n.a. 
n.a. 

n.a. 
n.a. 

n.a. 

SulL 

1.5% 

n.a. 
n.a. 
n.8. 
6.1 

31.0 
31.0 
40.6 

15.0 
15.2 
10.0 

16.8 

8.7 

4.5 
9.2 Yra. 

$4,543 

2.8% 

50.2 
.6 

15.4 

n.a. 
n.a. 

n.8. 
n.a. 

n.a. 

n.a. Data not available. 



in a larger proportion of the communities best able to care for them- 
selves. Such a statement does not imply hostility to the cities. On 
the contrary, I have repeatedly pointed out that cities do not receive 
any proper recognition for the longer term or the many additional 
educational advantages which they now provide. Under such a thoroughly 
unjust apportionment basis as the school census, however, the cities 
now receive the lion's share, and many are paid in an amount out of 
all proportion to their relative needs or efforts made. 

In summary, the Commission's analysis of social and economic dispari- 
ties between central cities and their environs reinforces several major conclu- 
sions of an earlier study of the same subject. The central cities in the 
largest SMSA's upon which the present study concentrates, especially the older 
industrialized cities in the Northeast and the Midwest, are the jurisdictions 
with the most serious social and economic problems; they are also the cities 
experiencing the most severe fiscal tensions. By comparison, the picture in the 
South and West is mixed. Because of vigorous annexation activity in a number of 
SMCA's there, the central city-suburban disparities are not nearly as well de- 
fined. 

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



Chapter 4 

LOCAL GOVERNMENT FINANCES-THE METROPOLITAN 

FISCAL DISPARITIES 

The p o l i t i c a l  fragmentation of the metropoli tan economic community cre-  
a t e s  ser ious  tax  and expenditure d i s p a r i t i e s  among i t s  l o c a l  governments. The 
extent  and character  of these  d i s p a r i t i e s  h ighl ights  the  profound influence of 
S t a t e  p o l i c i e s  on the  fragmentation process, through the assignment of program 
and f i n a n c i a l  r e s p o n s i b i l i t i e s  and the a l loca t ion  of revenue resources.  The 
S t a t e ' s  r o l e  i n  shaping loca l  government s t r u c t u r e  cannot be overs t ressed,  f o r  
i t s  cons t i tu t ion  and s t a t u t e s  prescr ibe  the framework f o r  l o c a l  government, each 
S t a t e  i n  i ts  own p a r t i c u l a r  way. 

LOCAL GOVERNMENT SYSTEMS 

An examination of tocal  government f inances i n  a  p a r t i c u l a r  a rea  must 
necessa r i ly  take account of the government s t r u c t u r e ,  f o r  the  way in  which l o c a l  
government i s  organized d i r e c t l y  a f f e c t s  the nature  and magnitude of f i s c a l  d i s -  
p a r i t i e s  among the  ju r i sd ic t ions  involved. 

Local governments a r e  organized i n  a  v a r i e t y  of ways to  perform t h e i r  
se rv ice  funct ions .  One c e n t r a l  c i t y  model i s  the f a i r l y  inc lus ive  system (Wash- 
ington, D . C . ,  New York, Boston and BaltLmore) where the  municipal government 
provides a l l  county, c i t y  and school d i s t r i c t  functions. Another is  exemplified 
by the Philadelphia,  S t .  Louis, San Francisco, Denver and New Orleans a reas ,  where 
the  c i t y  and county a r e  coterminous but where public education is furnished by 
independent school d i s t r i c t s .  

But these r a t h e r  simple pa t t e rns  a r e  not t y p i c a l .  The more genera l  met- 
ropo l i t an  a rea  i s  character ized by a  maze of governmental un i t s :  counties and 
overlapping, noncoterminous school d i s t r i c t s ,  munic ipa l i t i e s ,  townships and spe- 
c i a l  d i s t r i c t s .  The number of such governments ranges from only 27 i n  the  Ba l t i -  
more SMSA t o  more than one thousand i n  the  Chicago a rea  (Table A - 9 ) ,  posing s ig -  
n i f i c a n t  problems i n  the  a l loca t ion  of r e spons ib i l i ty  f o r  performance of functions 
and i n  the d i s t r i b u t i o n  of f i n a n c i a l  r e spons ib i l i ty .  

Aside from the m u l t i p l i c i t y  of loca l  governments, there  i s  considerable 
v a r i a t i o n  wi thin  metropolitan areas  i n  the nature of loca l  government systems. 
I n  some, the area outs ide  the cen t ra l  c i t y  contains no municipal government; 
school d i s t r i c t s  and counties a r e  the pr incipal  ju r i sd ic t ions .  I n  o t h e r s ,  the 



landscape surrounding the  c e n t r a l  c i t y  is dot ted  wi th  numerous incorporated munic- 
i p a l i t i e s .  The exis tence  of s p e c i a l  d i s t r i c t s ,  o r  the  lack thereof ,  depends upon 
S t a t e  laws and l o c a l  oppor tuni t ies .  

METROPOLITAN AND NONMETROPOLITAN LOCAL FINANCE PATTERNS 

The d r i f t  of governmental r e s p o n s i b i l i t i e s  t o  higher l eve l s  noted ear-  
l i e r *  has not  been s u f f i c i e n t  to  o f f s e t  the  increasing f i n a n c i a l  obl igat ions  of 
loca l  governments, p a r t i c u l a r l y  those located i n  metropoli tan a reas .  National 
aggregates f o r  1957 and 1962 and more r e s t r i c t e d  data  f o r  1964-65 ind ica te  t h a t  
l o c a l  government i n  the  metropoli tan areas  spends more and taxes more per person 
than i n  the  remainder of the  country (Table 16) .** In  1962 per c a p i t a  l o c a l  d i -  
r e c t  general  expenditures were 33.6 percent higher i n  metropoli tan than i n  non- 
metropoli tan areas  and 42.3 percent g rea te r  i n  the  37 l a r g e s t  SMSA'S than i n  the  
r e s t  of the  Nation. 

For the  Nation, per c a p i t a  educational  expenditures a r e  roughly the  same 
i n  metropoli tan and nonmetropolitan a reas  (Table 17) .  However, the re  i s  a s t r i k -  
ing con t ras t  i n  noneducational expenditures--which include a l l  the  publ ic  welfare ,  
hea l th ,  h o s p i t a l ,  publ ic  s a f e t y  and o the r  publ ic  se rv ices  e s s e n t i a l  t o  the  well-  
being of c i t i z e n s .  These general  governmental cos t s  a r e  two-thirds higher i n  the  
metropoli tan areas  than they a r e  i n  the  r e s t  of the country. This d i f fe rence  is  
accentuated when highway expenditures a r e  excluded; then, the  metropoli tan a rea  
expenditures a r e  almost double the  nonmetropolitan expenditures.  By the  same to-  
ken, per c a p i t a  t ax  revenues a r e  almost two-thirds higher i n  metropoli tan areas  
than i n  the  r e s t  of the  country. 

Expenditures Disparities in the Large Metropolitan Areas 

H i s t o r i c a l l y ,  per c a p i t a  expenditures i n  the  c e n t r a l  c i t i e s  have exceeded 
those  of the  out ly ing areas  and t h e  r e s t  of the  Nation. This was t r u e  not  only 
f o r  t o t a l  expenditures,  but f o r  the  individual  components as  we l l .  C i t i e s  were 
ab le  t o  spend more on t h e i r  educational  and noneducational se rv ices  than t h e i r  
surrounding a reas  o r  the  Nation as  a whole. Although the occasional  high income 
suburb surpassed the  educational  expenditures of the cen t ra l  c i t y ,  f i s c a l  d ispar-  
i t i e s  were not a s  c r i t i c a l  a s  today i n  the sense t h a t  c e n t r a l  c i t y  demands ex- 
ceeded ava i l ab le  resources. 

* See Volume 1, Chapters 3 and 4 .  

** The f igures  i n  Table 16 and i n  ,subsequent t ab les  dealing with l o c a l  f inances 
i n  metropoli tan a reas  r e f l e c t  a l l  loca l  government f i s c a l  a c t i v i t y  i n  a given lo -  
c a l  area.  See Appendix B. 



Area 

All metropolitan areas 

m Nonmetropolitan areas 
0 

Metro /nonme tro 

37 largest SMSA's 

Smaller SMSA's plus nonmetro areas 

37 ~ ~ ~ ~ ' s / r e m a i n i n ~  areas 

n.a. = Data not available. 

TABLE 16.--SELECTED PER CAPITA LOCAL GOVERNMENT FINANCE DATA FOR 
METROPOLITAN AND NONMETROPOLITAN AREAS, 1957, 1962 AND 1964-1965 

Direct General Expenditure 
1957 1962 1964-1965 

$175.49 $235.92 n.a. 

126.88 176.65 n.a. 

138.3% 133.6% n. a. 

$193.23 $264.46 $301.20 

134.07 185.87 218.31 

140.0% 142.3% 138.8% 

Taxes 
1957 1962 -- 1964-1965 

$ 98.88 $131.44 n.a. 

57.18 80.68 n.a. 

172.9% 162.9% n. a. 

$113.48 $152.94 $172.61 

63.20 81.36 103.36 

179.6% 188.0% 167.0% 

State and Federal Aid 
1957 

Source: Compiled from various reports of the Governments Division, U.S. Bureau of the Census. 



TABLE 17.--PER CAPITA LOCAL DIRECT GENERAL EXPENDITURES BY FUNCTION FOR 
METROPOLITAN AND NONMETROPOLITAN AREAS , 196 211 

SMSA As a 
United Non- Percent of 

Expenditure Category States SMSA SMSA Non - SMSA 

Total expenditures 
Direct general expenditures 
Capital outlay 
Other than capital outlay 

Education 
Capital outlay 
Other than capital outlay 

Noneducation 
Capital out lay 
Other than capital outlay 

Noneducation-nonhighway 

Highways 
Capital outlay 
Other than capital outlay 

Public Welfare 
Hospitals 
Health 
Police protection 

Fire protection 6.05 7.87 2.86 275.5 
Sewerage 6.85 8.53 3.91 217.9 
Sanitation other than sewerage 3.69 4.96 1.47 337.5 
Parks and recreation 4.77 6.50 1.74 373.0 
Natural resources 2.14 1.99 2.40 82.7 

Housing-urban renewal 6.16 8.77 1.59 551.7 
Correction 1.54 2.05 .66 312.2 
Libraries 1.72 2.07 1.11 186.3 
Financial administration 2.98 3.19 2.62 121.6 
Exhibit: 
Local school per student 471.08 513.85 409.58 125.5 
Capital outlay 78.61 91.13 60.58 150.4 
Other than capital outlay 392.48 422.72 348.99 121.1 

11 Population allocated on the basis of 1963 metropolitan/nonmetropolitan resi- - 
dence; 63.6% in metropolitan areas and 36.4% in nonmetropolitan areas (U.S. 
Bureau of the Census, Current Population Reports, Series P-20, No. .131, Sep- 
tember 4, 1964). 

Source: U.S. Bureau of the Census, Census of Governments, 1962, Vol. V, Local 
Government in Metropolitan Areas, U.S. Government Printing Office, 
Washington, D. C. 



By 1964-65 the  c lear-cut  d i s t i n c t i o n  between the  l e v e l  of t o t a l  f i s c a l  
a c t i v i t y  i n  the  c e n t r a l  c i t y  and ou t s ide  the  c e n t r a l  c i t y  had vanished. By t h i s  
time i n  13 of the 36 l a r g e s t  metropolises,  the outer  areas  spent more than the  
c e n t r a l  c i ty .*  This emerging pa t t e rn  does not represent  a reduction i n  the bur- 
dens of the  c e n t r a l  c i t y ;  r a the r  it represents  the impact of the  c e n t r a l  c i t y ' s  
diminished resource base on one hand and the  expanding expenditure gap between 
c e n t r a l  c i t i e s  and ou te r  areas  on the  o ther .  

Clear ly ,  the  c e n t r a l  c i t i e s  of the  36 l a r g e s t  metropoli tan areas  bore a 
d ispropor t ionate ly  l a rge  share  of loca l  government expenditure i n  1964-65 r e l a -  
t i v e  t o  t h e i r  share  of the  population.  As Fig .  3 dep ic t s ,  those c e n t r a l  c i t i e s  
contained 18.6 percent of the  population, but accounted f o r  almost 25 percent of 
a l l  l o c a l  expenditure. I n  per cap i t a  terms, l o c a l  government expenditure i n  the  
c e n t r a l  c i t i e s  of the  36 l a rge  SMSA'S was 21 percent higher than i n  t h e i r  outs ide  
regions,  and almost two-thirds above t h a t  f o r  the  r e s t  of the  Nation. 

Individual  areas  reveal  considerable v a r i a t i o n  i n  t h e  l e v e l  of expendi- 
t u r e .  During 1964-65, the  range i n  per c a p i t a  general  expenditures f o r  a l l  func- 
t ions  i n  the  c e n t r a l  c i t i e s  extended from a low of $201 i n  Kansas Ci ty  t o  $446 i n  
San Bernardino-Riverside-Ontario.* The range ou t s ide  the  c e n t r a l  c i t y  was s i m i -  
l a r ,  from $163 i n  the  Lou i sv i l l e  area  t o  $410 i n  t h e  San Francisco-Oakland com- 
plex (Table A-10). 

A somewhat more re f ined  measure.of v a r i a b i l i t y ,  which avoids re ly ing  up- 
on the  "extreme" observations--that  is ,  the semi - in te rquar t i l e  range--reveals a 
wider range of v a r i a t i o n  i n  the  ou t s ide  c e n t r a l  c i t y  regions than among c e n t r a l  
c i t i e s .  The comparable measures of v a r i a t i o n  derived by t h i s  method a r e  17.8 
percent f o r  c e n t r a l  c i t i e s  and 22.7 percent f o r  the  ou t s ide  areas .  Nonetheless, 
a  comparison of expenditure l e v e l s  f o r  the  36 c e n t r a l  c i t i e s  and t h e i r  out ly ing 
areas  f u r t h e r  subs tan t i a t es  the higher spending requirements i n  the  c e n t r a l  
c i t i e s ;  and t h i s  i s  evident not  only i n  the extreme cases but f o r  each of the  
q u a r t i l e  d iv i s ions ,  as  shown below f o r  1964-65: 

Measure 

High 
Low 
Range 
Q 1 
Q2 
Q 3 
1/2(Q3 - Q1) + 42 

Centra l  Outside Central  
Ci ty  Ci ty  

* Our ana lys i s  of loca l  government f inances i n  metropolitan areas  i s  based on 
data developed by the Bureau of  the Census f o r  the  37 l a r g e s t  SMSA's. However, 
San Antonio i s  omitted from the ana lys i s  because the data a r e  incomplete. 

* Per capi ta  general  expenditure was somewhat higher i n  Washington, D. C. , but 
t h a t  c i t y  performs "State" a s  well  a s  l o c a l  functions.  



Figure 3. 

POPULATION AND LOCAL GOVERNMENT EXPENDITURE 
COMPARISONS, 36 LARGEST SMSA's AND 

THE REST OF THE NATION, 1965 
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There a r e  numerous examples of suburban communities i n  which per c a p i t a  
expenditures exceed those of the  c e n t r a l  c i t y .  They include such wealthy urban 
communities as  Hunting Valley, Gates M i l l s  and Shaker Heights i n  the Cleveland 
area;  Beverly H i l l s  i n  the  Los Angeles area;  Winnetka and Wilmette i n  the Chicago 
area;  and t h e i r  counterpar ts  i n  o ther  sec t ions  of the  country. High per cap i t a  
expenditures,  representing a high l e v e l  of se rv ices ,  a r e  found a l s o  i n  i n d u s t r i a l  
and commercial enclaves--Vernon, Commerce and Industry i n  the Los Angeles area;  
Emeryville i n  the  San Francisco area;  Cuyahoga Heights i n  the  Cleveland area;  
Lackawanna i n  the  Buffalo area;  and Teterboro i n  the  Paterson-Clif ton-Passaic 
a rea .  

A t  t he  o the r  extreme a r e  the  r u r a l  areas  o r  communities i n  which se rv ice  
l eve l s  a r e  minimal and which receive  l i t t l e  o r  no S t a t e  a id .  They can be as  
l a rge  a s  some counties o r  a s  small as  a r u r a l  hamlet. 

Detailed s tud ies  of the  individual  areas  ind ica te  t h a t  not only i s  the re  
considerable s o c i a l  and economic v a r i a t i o n  among the  communities which make up 
the  ou t s ide  c e n t r a l  c i t y  a reas ,  but there  is  a marked va r ia t ion  i n  f inances as  
wel l .  The extent  of the  va r i a t ion  depends on the s i z e  of the u n i t  analyzed; i t  
is l e s s  f o r  county areas  than f o r  individual  communities. Further,  i t  depends 
on the  a l l o c a t i o n  of funct ional  r e s p o n s i b i l i t i e s  between the  county and the in-  
d ividual  l o c a l  ju r i sd ic t ion .  The range of v a r i a t i o n  f o r  e i t h e r  expenditures o r  
revenues cannot be predicted unless the e n t i r e  range of r e s p o n s i b i l i t i e s  is taken 
i n t o  account. 

Educational Expenditures 

Per cap i t a  educational expenditures, including loca l  expenditures f o r  
higher education, were conspicuously higher outs ide  the  c e n t r a l  c i t i e s  i n  1964- 
65 than ins ide:  

Weighted Unweighted 
Area Average Average 

36 l a rge  SMSA c e n t r a l  
c i t i e s  

36 l a rge  SMSA "outs ide  
c e n t r a l  c i ty"  areas  145.86 140.77 

Remainder of the Nation 106.92 n.a.  

Both the weighted and unweighted averages place the educational expenditures of 
the c e n t r a l  c i t i e s  well  below those of t h e i r  surrounding areas.* 

* The "weighted average" favors ne i the r  the l a rge  nor the small SMSA1s while 
the "unweighted average" takes on the c h a r a c t e r i s t i c s  of the more numerous 
smaller  SMSA's. See Appendix B. 



I n  f a c t ,  t h e  pe r  c a p i t a  gap between c e n t r a l  c i t y  and o u t s i d e  c e n t r a l  c i t y  educa- 
t i o n a l  expendi ture  grew from $19 i n  1957 t o  $42 i n  1964-65 (Table A- l l ) .*  And, 
a s  i s  i n d i c a t e d  by t h e  weighted average ,  t h e  c e n t r a l  c i t y  spends l e s s  t han  a l l  
t he  r e s t  o f  t h e  Nation.  Th i s  is  a  perverse  expendi ture  p a t t e r n  i f  i t  be t r u e ,  a s  
we b e l i e v e  i t  t o  be ,  t h a t  c h i l d r e n  from underpr iv i leged  f a m i l i e s  r e q u i r e  a  
p r e a t e r  educa t iona l  o u t l a v  t o  compensate f o r  t he  educa t iona l  d e f i c i e n c i e s  of  
t h e i r  home environment. 

I n  32 of t he  36 l a r g e  me t ropo l i t an  a r e a s ,  t he  "outs ide  c e n t r a l  c i t y "  
educa t iona l  expendi tures  exceeded those  of  t he  c e n t r a l  c i t y ,  sometimes by more 
than  $100 pe r  capita.** The gene ra l ly  low pe r  c a p i t a  educa t iona l  expendi tures  
i n  t h e  c e n t r a l  c i t y  a r e  a l l  t h e  more i n e q u i t a b l e  i n  view of  t h e  f a c t  t h a t  such 
expendi tures  u s u a l l y  inc lude  more i tems than those of school  systems o u t s i d e  t h e  
c e n t r a l  c i t y .  Such "extra" c o s t s  o f t e n  inc lude  h igher  educa t ion  programs and 
c o n t r i b u t i o n s  t o  t eache r  r e t i r emen t  systems which t h e  S t a t e  o f t e n  absorbs  ou t -  
s i d e  t h e  c e n t r a l  c i t y  borders .  

Table 18 excludes t h e  c a p i t a l  and h igher  educa t ion  c o s t s  from t o t a l  
educa t iona l  o u t l a y s ,  bu t  s t i l l  shows an alarming d i s p a r i t y  i n  pub l i c  educa t iona l  
expenditures.* The f i g u r e s  u n d e r s t a t e  t h e  s e r iousnes s  of  t h e  s i t u a t i o n  because 
f a r  more needs t o  be spent  i n  educa t ing  t h e  c h i l d  i n  t h e  slums than  i n  t h e  a f f l u -  
e n t  suburb. 

The  omm mission's a n a l y s i s  shows c l e a r - c u t  d i s p a r i t i e s  i n  t h e  r e sou rces  
devoted t o  educa t ion  on a  pe r  c a p i t a  b a s i s .  But perhaps of  even g r e a t e r  s i g n i f -  
i cance  a r e  t he  h ighe r  per  pup i l  expendi tures  i n  a l l  o u t s i d e  c e n t r a l  c i t y  a r e a s  
except  Boston., Providence and Denver .*** 

* This  p a t t e r n  i s  confirmed by r eg re s s ion  a n a l y s i s  which i n d i c a t e d  t h a t  f o r  
each $1.00 of  c e n t r a l  c i t y  educa t iona l  expendi tures  i n  1957 t h e r e  was $1.24 spent  
i n  1964-65, whi le  t h e  expendi ture  of  $1.00 o u t s i d e  t h e  c e n t r a l  c i t y  i n  1957 had 
grown t o  $1.38 by 1964-65. 

JWc I n  t h e  two F l o r i d a  a r e a s  (Miami and Tampa-St. Pe tersburg)  t h e  expendi ture  
l e v e l s  a r e  i d e n t i c a l  because t h e  school  systems a r e  countywide. The h i g h e r  cen- 
t r a l  c i t y  expendi tures  i n  C inc inna t i  r e f l e c t  a  c o n t r i b u t i o n  t o  h ighe r  educa t ion  
through the  municipal  u n i v e r s i t y ,  whi le  i n  San Bernardino and R ive r s ide  t h e r e  a r e  
l a r g e  j un io r  c o l l e g e  systems i n  t he  c e n t r a l  c i t i e s  which a r e  surrounded by a  
r e l a t i v e l y  low income a rea .  

* There i s  a  d i s t i n c t  d i f f e r e n c e  i n  t h e  c u r r e n t  elementary and secondary pe r  
c a p i t a  school  c o s t s  between the  c e n t r a l  and o t h e r  c i t i e s  i n  a l l  a r e a s  except  t h e  
two cases  i n  F l o r i d a ,  where d i f f e r e n c e s  could not  e x i s t  by d e f i n i t i o n ,  and i n  San 
Bernardino.  The l a r g e  h ighe r  educa t ion  component of  t he  C i n c i n n a t i  t o t a l s  ha s  
vanished ,  a l though the  impact of  t he  o u t s i d e  c e n t r a l  c i t y  reg ion  ope ra t ing  under 
t h r e e  d i f f e r e n t  S t a t e  a i d  systems is  s t i l l  p re sen t .  I n  San Bernardino a  suburban 
a r ea  i s  surrounded by extremely low income r u r a l  t e r r i t o r y .  

**Boston and Providence a r e  surrounded by a  v a r i e t y  of  communities, such a s  
Lawrence, Lowell and H a v e r h i l l ,  which d i s p l a y  c e n t r a l  c i t y  c h a r a c t e r i s t i c s  and 
could ,  i n  f a c t ,  be c e n t r a l  c i t i e s  o f  i nd iv idua l  SMSA's. These c i t i e s  d i l u t e  t h e  
impact o f  i nd iv idua l  school d i s t r i c t s  i n  Newton, Wellesley and Brookline where ex-  
pend i tu re s  f a r  exceed those  of  t h e i r  c e n t r a l  c i t y .  But t h e  gene ra l  model of  
g r e a t e r  resources  devoted t o  educa t ion  o u t s i d e  t h e  c e n t r a l  c i t y  is  unmistakable.  



TABLE 18.--PER CAPITA AND PER PUPIL CURRENT EXPENDITURE FOB LOCAL SCHOOLS, CENTRAL CITY (CC) 
AND OUTSIDE CENTRAL CITY (OCC) AREAS, 37 LARGEST STANDARD 

METROPOLITAN STATISTICAL AREAS, 1964- 1965 

Area 

Los Angeles-Long Beach, California 
San Bernardino-Riverside-Ontario, California 
San Diego, California 
San Francisco-Oakland, California 
Denver, Colorado 

Washington, D.C. 
Miami, Florida 
Tampa-St. Petersburg, Florida 
Atlanta, Georgia 
Chicago, Illinois 

Indianapolis, Indiana 
Louisville, Kentucky-Indiana 
New Orleans, Louisiana 
Baltimre, Maryland 
Boston, Massachusetts 

Detroit, Michigan 
Minneapolis-St. Paul, Minnesota 
Kansas City, Missouri-Kansas 
St. Louis, Missouri-Illinois 
Newark, New Jersey 

Paterson-Clifton-Passaic, New Jersey 
Buffalo, New York 
New York, New York 
Rochester, New York 
Cincinnati, Ohio-Kentucky-Indiana 

Cleveland, Ohio 
Columbus, Ohio 
Dayton, Ohio 
Portland, Oregon-Washington 
Philadelphia , Pe~Sylvania-New Jersey 
Pittsburgh, Pennsylvania 
Providence, Rhode Island 
Dallas, Texas 
Houston, Texas 
San Antonio, Texas 

Seattle:Everett, Washington 
Milwaukee, Wisconsin 

Unweighted average 

Per Capita 
SMSA 2 - 

Per Pupil 
SMSA CC - 

Source: Compiled from various reports of the Governments Division, U.S. Bureau of the Census 
and from the Office of Education, Department of Health, Education, and Welfare. 



Fig .  4  shows how educa t iona l  expendi tures  i n  t h e  c e n t r a l  c i t y  have 
dropped behind those  of  t he  o u t s  i r t s  i n  r ecen t  years .  A s l i g h t  c e n t r a l - c i t y  ad- 
vantage  of  $9 r pup i l  i n  1 9 5 7 ~ ~  was t ransformed t o  a  c e n t r a l - c i t y  d isadvantage  
o f  $62 by 196217 and $124 by 1964-65. 

The growth of  t h i s  c e n t r a l  c i t y - o u t s i d e  c e n t r a l  c i t y  educa t iona l  gap i s  
caused p a r t l y  by the  outward movement o f  h ighe r  income f a m i l i e s .  Moreover, a f t e r  
r a i s i n g  t h e  adequacy and q u a l i t y  o f  t h e i r  school  p l a n t s  by t h e  l a t e  1950 ' s  and 
e a r l y  19601s ,  t he  suburbs were a b l e  t o  concen t r a t e  more o f  t h e i r  r e sou rces  on en- 
r i c h i n g  i n s t r u c t i o n a l  programs and improving t eache r  pay s c a l e s .  

Many of  t h e  c e n t r a l  c i t i e s ,  on t h e  o t h e r  hand, a r e  faced wi th  a  g i g a n t i c  
school  bu i ld ing  replacement need now. A survey of t h e  pub l i c  school  p l a n t  i n  15  
l a r g e  c i t i e s  i n  1965 showed t h a t ,  except  i n  Houston and Los Angeles, a t  l e a s t  one- 
t h i r d  of  each c i t y ' s  pub l i c  school  b u i l d i n g s  were a t  l e a s t  45 yea r s  o l d  (Table 
19) .  

School popula t ion .  - - In  t he  most r ecen t  pas t  t he  p ropor t i on  o f  t o t a l  
popula t ion  a t t e n d i n g  publ ic  schools  has  i nc reased  i n  t he  c e n t r a l  c i t y  whi le  i t  
dec l ined  somewhat o u t s i d e  t he  c e n t r a l  c i t y  a r ea :  

Cen t r a l  Outs ide  
Year C i t y  Cen t r a l  C i t y  

I n  many o f  t h e  c e n t r a l  c i t i e s  enrol lment  i n  pa roch ia l  (mainly Ca tho l i c )  
schools  has been dec l in ing - - a  r e f l e c t i o n  of  both t h e  f l i g h t  o f  t he  a f f l u e n t  t o  
t he  suburbs and t h e  i nc reas ing  d i f f i c u l t y  i n  f i nanc ing  pa roch ia l  education.* The 
lower income f a m i l i e s  e i t h e r  remain i n ,  o r  move i n t o ,  t he  c e n t r a l  c i t y  and send 
t h e i r  c h i l d r e n  t o  pub l i c  r a t h e r  than t o  pa roch ia l  schools .  Buffa lo  and Cleveland 
a r e  extreme examples of  t h i s  s i t u a t i o n - - b o t h  c i t i e s  have experienced 25 percent  
i n c r e a s e s  i n  pub l i c  enrol lment  concurren t ly  w i th  1 0  percent  d e c l i n e s  i n  t o t a l  
popula t ion .  Chicago has  experienced a  s i m i l a r  s i t u a t i o n  a s  have o t h e r  c e n t r a l  
c i t i e s ,  adding t o  t h e i r  educa t iona l  f i nanc ing  problems. The p re s su re s  on many 
suburban pub l i c  school  systems,  on t h e  o t h e r  hand, a r e  l i gh t ened  a s  many o f  t h e i r  
r e s i d e n t s  a r e  w i l l i n g  and ab l e  t o  support  a  h igh  l e v e l  o f  pub l i c  school  educa t ion ,  
e s p e c i a l l y  where they  a r e  not  faced  wi th  heavy genera l  government c o s t s .  

Cleveland exempl i f i e s  t h e  c e n t r a l  c i ty-suburban  f i s c a l  problem i n  t h e  
educa t ion  f i e l d .  F i r s t ,  t h e  c i t y  uses  i t s  p rope r ty  t a x  base  so i n t e n s i v e l y  t h a t  
schools  must t ake  a  sma l l e r  share  than  t h a t  a v a i l a b l e  t o  o t h e r  school  d i s t r i c t s .  
About 43 percent  o f  t h e  t o t a l  p roper ty  t a x  levy goes f o r  schools  i n  Cleveland,  

-- 

* Tota l  enrol lment  i n  
f e l l  o f f  a lmost  300,000 
sand t o  6,553 thousand,  
m i l l i o n  dur ing  the  same 
and P.20, No. 167). 

p r i v a t e  ( inc luding  pa roch ia l )  e lementary and h igh  schools  
between October 1965 and October 1966, from 6,831 thou- 
whi le  such enro l lment  i n  pub l i c  s choo l s  i nc reased  by 1.2 
per iod  (U.S. Bureau of  t h e  Census, Repor ts  P.20, No. 162 



Figure 4. 

EDUCATIONAL EXPENDITURES PER PUPIL, INSIDE (CC) 
AND OUTSIDE (OCC) CENTRAL CITIES OF 

METROPOLITAN AREAS, 1957,1962 AND 19165 

Per Pupil Expenditure (Dollars 1 
600 

CC OCC CC OCC CC OCC 
1957 1962 1965 

Note: The figures for 1057 and 1962 are based on a slightly diflerent sample of SMSA's 
than those for 1965. However, the three sets of data are comparable. 
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TABLE 19.--PERCENTAGE OF PUBLIC SCHOOL BUILDINGS OVER 45 YEARS OLD, 
15 SELECTED LARGE CITIES, AS OF JUNE 196511 

Elementary Junior and Senior 
City Schools High ;hchmls2/ 

Baltimore 
Boston 
Buff a10 
Chicago 
Cleveland 

Detroit 
Houston 
Los Angeles 
Milwaukee 
New York 

Philadelphia 
Pittsburgh 
St. Louis 
San Francisco 
Washington, D.C. 

15 City Total 39.6 25.5 

1/ Excludes additions. - 
21 Includes vocational schools. - 
31 Excludes 13 junior colleges. - 

Source: School Construction, Hearings Before the General Subcommittee on Educa- 
tion of the Committee on Education and Labor, House of Representatives, 
89th Congress, 1st Session, July and August, 1965 (Washington, D.C. : 
U.S. Government Printing Office, l966), p. 357. 



compared with an average of over 60 percent in the suburbs, with the figure 
running near 80 percent in some communities. 

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

Emerging trends are even more telling than the current picture. The 
gap between central city and outside central city educational expenditures was 
narrowed in only four areas between 1957 and 1965, and in the two Florida 
localities and St. Louis the relative expenditures were unchanged. 

In the remaining cases, the gap between central city and outside cen- 
tral city educational resources widened. In five such instances, an initial 
though small central city advantage was eliminated. The amounts by which the 
central city relative position deteriorated varied considerably, as can be de- 
rived from Table A-ll. In some cases, the movement against the central city 
was small--less than $9 per capita. In others, the deterioration was startling; 
the most dramatic example being Indianapolis, where the 1957 differential of $13 
per capita in favor of the outside areas grew to $122 per capita by 1965--a net 
change of $109 per capita against the central city. 

In part, these movements may reflect the erratic pattern of capital 
construction projects for the base years 1957 and 1965. This element of uncer- 
tainty, however, cannot erase the unmistakable impression of the general deteri- 
oration of the central city educational position relative to the suburbs. 

Noneducational Expenditures 

Unlike the educational "package," the content of local noneducational 
expenditures varies from State to State and also within States. Although some 
functions are common to all local governments (for example, overhead and finan- 
cial administration) and other functions such as fire protection are local by 
definition, the provision of certain critical functions, particularly public 
welfare and highways, depends on the State-local system for assigning expendi- 
ture responsibilities. In addition the distinction between functions is not 
always clear. It is often difficult to determine, for example, where hospital 
costs end and welfare costs begin. These problems are compounded when the out- 
lying portions of a metropolitan area fall into more than one State, while the 
entire area must be analyzed as a single unit. 

Of the forces that determine the level of local noneducational expendi- 
tures, none is more important than the decision of State policymakers concerning 
the allocation of responsibility for the underwriting of public welfare expendi- 
tures. This function may be assigned to the State, the locality, or some corn- 
bination peculiar to the individual area.?/ Where welfare is a local function, 
the level of total expenditures for that area is higher. There are also differ- 
ences within a State. Thus, New York City (which performs both city and county 
functions) assumes responsibility for public welfare in each of its boroughs 
(counties), whereas the cities of Buffalo and Rochester share the local cost of 



public welfare with their counties of Erie and Monroe. Similarly, San Francisco 
(which like New York, provides both city and county services) assumes the entire 
local welfare burden, while in neighboring Oakland the responsibility for public 
welfare rests with Alameda County. Similar patterns exist for other functions 
which are assumed by localities because of some combination of legal, physical 
and socioeconomic characteristics. 

The central cities of the 36 large metropolitan areas spent, on the 
average, $232 per capita for noneducation purposes in 1964-65 (Table A-12; 
Fig. 5). Outside those cities, local governments spent only $132 per capita, 
75.9 percent less than was expended in the central cities. These statistics are 
all the more remarkable because the outside areas represent the Nation's great 
concentration of high income residents, a concentration expected to be associ- 
ated with a high level of expenditure. And, local government noneducational 
expenditure in the remainder of the Nation was even smaller--$96 per capita. 

The growLn~ disparit1.--Not only is there a gap in noneducational 
spending inside and outside the city, but the gap has grown in absolute dollar 
amounts. The difference was $61 per capita in 1957 and had risen to $81 by 
1964-65. A reduction of the disparity occurred only in those areas where the 
tax base was very small." 

The size of the noneducational disparity in any particular SMSA is the 
result of a combination of factors. Public assistance case loads are concen- 
trated in the central city. Therefore, the way the responsibility for adminis- 
tering and financing public welfare is divided between the State and the locali- 
ties is an extremely important determinant. 

Table A-13 makes clear the extreme differences that arise among local 
governments in welfare expenditures, reflecting differing State-local policies 
for administering and financing that function. Per capita local public welfare 
expenditure in the Seattle metropolitan area was only 8~ in 1964-65, while it 
was $62.37 in the San Bernardino area. The table further indicates the diverse 
expenditures which arise when the central city does not share the costs of 
public welfare with an overlying county. Within the New York SMSA the central 
city (which is also the central county) spent $58.39 per capita, while Nassau 
County spent only $15.70 and no other surrounding county exceeded $24.01. The 
noneducational disparity between the central city and outside central city areas 
is notably accentuated when the central city bears the total welfare responsi- 
bility itself. The policy implications of this assignment of the public welfare 
function can assume immense importance, as is indicated by the finding of the 
Commission's case study of the Cleveland SMSA: 

Most of the welfare load in Cuyahoga County occurs in the City 
of Cleveland. Levies are voted on, however, in the county at large. 
Up to the present, welfare levies are reported to have received general 
support throughout the county in referenda. Soxe officials, however, 
are concerned at the decline in support evident in some suburban areas, 
attributing it to preoccupation of suburbanites over the fiscal 

JC Comparison of weighted and unweighted averages indicates that the gap is 
understated for the largest areas. It should be noted also that these figures 
exclude expenditures for utilities and mass transit, which bear most heavily on 
the largest cities. 



Figure 5. 
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problems of their home community, mixed perhaps with some antipathy or 
even hostility toward the central city and its residents. 

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

Tables A-15 and A-16 point up the relatively high police and fire 
expenditures that are generally associated with central cities. In no case, 
except San Antonio (police) and Oakland (fire), are per capita expenditures in 
the central city for either of these functions less than those for the SMSA as 
a whole. * 

Community concern with police and fire.services was evidenced by a 
recent Kraft poll in Houston. As described in the Co,mission's case study of 
the Houston SMSA: 

The poll also showed that 77% of the citizens favored a one percent 
sales tax if tied to police and fire improvements. Other crucial 
services include water supply, housing, water pollution control and 
health-welfare services. Houston's public safety services are of 
major concern, as well as the services supplied to minority groups 
and concern over racial tensions in the city. . . . 
Since the period of urbanization began a century ago, cities and their 

suburbs have undergone great changes. However, on the whole, the division of 
expenditure between educational and noneducational functions has hardly changed 
over time, in either the central city or its suburban environs. As Table 20 
shows, on average about 30 percent of the local expenditure in the larger central 
cities was devoted to education in 1957 and 1965; outside those cities the pro- 
portion was around 50 percent. Similar relationships would have been noted in 
1880, 1902 and 1913. 

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

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

* In Washington, Boston, St. Louis, Newark, Rochester and Pittsburgh central 
city police expenditure approached twice that of the total SMSA. Similar situa- 
tions existed for fire protection in San Bernardino, Washington, Miami, St. Paul, 
Paterson, Passaic, Rochester, Cincinnati, Dayton and Pittsburgh. 



TABLE 20.--EDUCATIONAL EXPENDITURE AS A PERCENTAGE OF TOTAL GENERAL EXPENDITURES 
INSIDE (CC) AND OUTSIDE CENTRAL CITY (OCC) , 37 LARGEST STANDARD METROPOLITAN 

STATISTICAL AREAS, 1957 AND 1964-1965 

Los Angeles-Long Beach, California 
San Bernardino-Riverside-Ontario, California 
San Diego, California 
San Francisco-Oakland, California 
Denver, Colorado 

Washington, D.C. 
Miami, Florida 
Tampa-St. Petersburg, Florida 
Atlanta, Georgia 
Chicago, Illinois 

Indianapolis, Indiana 
Louisville, Kentucky-Indiana 
New Orleans, Louisiana 
Baltimore, Maryland 
Boston, Massachusetts 

Detroit, Michigan 
Minneapolis-St. Paul, Minnesota 
Kansas City, Missouri-Kansas 
St. Louis, Missouri-Illinois 
Newark, New Jersey 

Paterson-Clifton-Passaic, New Jersey 
Buffalo, New York 
New York, New York 
Rochester, New York 
Cincinnati, Ohio-Kentucky-Indiana 

Cleveland, Ohio 
Columbus, Ohio 
Dayton, Ohio 
Portland, Oregon-Washington 
Philadelphia, Pennsylvania-New Jersey 

Pittsburgh, Pennsylvania 
Providence, Rhode Island 
Dallas, Texas 
Houston, Texas 
San Antonio, Texas 

Seattle, Washington 
Milwaukee, Wisconsin 

Unweighted average 
Weighted average 

n.a. = Data not available. 

1957 
CC - OCC - 

1964-1965 
CC OCC - 

Source: Compiled from various reports of the Governments Division, U.S. Bureau of the Census. 



society. Rural education was the special beneficiary of this policy.$: However, 
recent developments have changed the requirements of the local expenditure equa- 
tion. The new summons to conquer poverty has placeddditional burdens on those 
jurisdications which house the poor, not only for direct assistance but also for 
education and the related police, housing and fire functions. It has become --- - 
increasingly difficult for the central cities to supply - 
resources now available to them. -------- 

Resources Disparities 

Tax Revenue 

Although total Federal-State aid varies only slightly as between metro- 
politan and nonmetropolitan areas across the Nation, per capita taxes increase 
steadily with size and density of the areas. In the nonmetropolitan areas (which 
now account for only about 36 percent of the population) per capita local taxes 
were $81 in 1962. In metropolitan areas (which contain the other 64 percent of 
the people) the per capita tax take was $131. And, in the 37 largest SMSA's 
(which contain roughly 40 percent of the population) per capita local tax collec- 
tions amounted to $153 in 1962.** 

By 1964-65, per capita local taxes in the 37 largest SMSA's had risen to 
$174, but in the central cities of those SMSA's the tax take was $200 per capita. 
This average actually conceals a considerable interstate difference in the level 
of taxes (Table 21).$:9:* 

A high tax level affects both the center and the outskirts.+:*$:* Where 
taxes in the central city are high, the outside central city taxes also tend to 
be high, and conversely, low central city taxes are associated with low taxes 

* See Chapter 3, page 55. 

** These figures are weighted averages. 

*** In 1965, per capita taxes in the central city areas ranged from a low of $84 
in New Orleans to a high of $291 in Washington, D.C., with New York City and 
Newark only slightly below at $279 and $273, respectively. 

****The correlation between the tax levels of the central city and outside central 
city segments of a metropolitan area is +.5930. 



, TABLE 21.--PER CAPITA TOTAL LOCAL TAXES, CENTRAL CITY (CC) AND OUTSIDE CENTRAL CITY (OCC) 
AREAS, 37 LARGEST STANMRD METROPOLITAN STATISTICAL AREAS, 1957 AND 1964-1965 

Area 

Los Angeles-Long Beach, California 
San Bernardino-Riverside-Ontario, California 
San Diego, California 
San Francisco-Oakland, California 
Denver, Colorado 

Washington, D.C. 
Miami, Florida 
Tampa-St. Petersburg, Florida 
Atlanta, Georgia 
Chicago, Illinois 

Indianapolis, Indiana 
Louisville, Kentucky-Indiana 
New Orleans, Louisiana 
Baltimore, Maryland 
Boston, Massachusetts 

Detroit, Michigan 
Minneapolis-St. Paul, Minnesota 
Kansas City, Missouri-Kansas 
St. Louis, Missouri-Illinois 
Newark, New Jersey 

Paterson-Clifton-Passaic, New Jersey 
Buffalo, New York 
New York, New York 
Rochester, New York 
Cincinnati, Ohio-Kentucky-Indiana 

Cleveland, Ohio 
Columbus, Ohio 
Dayton, Ohio 
Port land, Oregon-Washington 
Philadelphia, Pennsylvania-New Jersey 

Pittsburgh, Pennsylvania 
Providence, Rhode Island 
Dallas, Texas 
Houston, Texas 
San Antonio, Texas 

Seattle-Everett, Washington 
Milwaukee, Wisconsin 

Unweighted average 
Weighted average 

n.a. = Data not available. 

1957 
SMSA CC - - OCC - 

$102 
8 1 
7 6 
111 
68 

7 5 
94 
47 
44 
99 

6 8 
5 9 
38 
6 2 
116 

95 
75 
6 9 
75 
139 

116 
112 
153 
119 
6 5 

98 
72 
52 
66 
74 

68 
7 3 
4 3 
70 
26 

48 
104 

81 
94 

1964-1965 
SMSA CC OCC - - - 

Source: Compiled from various reports of the Governments Division, U.S. Bureau of the Census. 



outside the central city.* The similarity comes about partly because of the 
interaction between the central and the outside central city, and partly because 
of the particular State pattern that assigns taxes to the State or the local 
level, or even to a special kind of governmental unit. 

Interstate differences in per capita taxation come about partly because 
of differences in density, income, proportion of the population in urban areas 
and State-Federal aid. But the most important variable, again, is the pat'tern 
of State assignment of responsibility for administering and financing public ser- 
vices.** The decision of a State to support the costs of public welfare com- 
pletely or to leave a substantial part of the non-Federal share to be financed 
by its localities changes significantly local revenue requirements. 

The heaviest llvolumell of local tax flows is concentrated in the largest 
metropolitan areas, and more specifically in the central cities of these areas. 
Although they represent but two-fifths of the Nation's population, the local gov- 
ernments in these 37 metropolitan areas raise over half of all local taxes. The 
central cities in those areas pay about 28 percent of the Nation's local taxes, 
while their surrounding areas contribute about 24 percent,**?: 

Even more important than the magnitude of these taxes is their relation 
to the income of the taxpayer. Table 22 confirms the pattern of relative depri- 
vation for the large central cities. The average per capita income in the 37 
central cities is lower, while their taxes are higher, than in their outskirts. 
Thus, central city residents paid 7 percent of their income in taxes to the 

* The area outside New Orleans had the lowest per capita tax level of the 36 
outside central city areas at $47, while the areas outside New York and Newark 
had the highest levels of $221 and $205, respectively. 

** Density, income, proportion of the population in urban areas, State aid and 
Federal aid statistically "explain" only 58.8 percent of the variance in per cap- 
ita local taxes. When the tax assignment variable is introduced the explanatory 
power is raised to 94.8 

*** The disparity in local tax levels between the central city and "outside cen- 
tral city" areas weighted for population size is $48 per capita, with the central 
cities collecting $200 per capita in taxes and the outside central city areas col- 
lecting $152. These totals contrast sharply with the $103 in per capita taxes 
raised in the remainder of the nation. The lower unweighted per capita tax totals 
for both central city and outside central city areas ($173 and $137, respectively) 
indicate the effect of size: The large central city and "outside central city1' 
areas have higher per capita tax collections than other areas. It should be em- 
phasized that when we speak of central cities "paying" or "collecting" taxes we 
are in fact speaking of the taxes paid primarily by taxpayers in these central 
cities not only to the municipa? government, but also to the county, school dis- 
trict and any other local governmental units that serve them. However, this 
qualification regarding county taxes does not apply to Virginia with its city- 
county separation or to other areas where the city and county are either separate 
or consolidated. 



TABLE 22.--PER CAPITA INCOME, INSIDE (CC) AND OUTSIDE CENTRAL CITY (OCC), 37 LARGEST 
STANDARD METROPOLITAN STATISTICAL AREAS IN THE UNITED STATES, 1964 

Area SMSA CC 

Los Angeles-Long Beach, California $2,889 $3,147 
San Bernardino-Riverside-Ontario, California 2,156 2,469 
San Diego, California 2,494 2,666 
San Francisco-Oakland, California 2,953 3,175 
Denver, Colorado 2,576 2,829 

Washington, D.C. 
Miami, Florida 
Tampa-St. Petersburg, Florida 
Atlanta, Georgia 
Chicago, Illinois 

Indianapolis, Indiana 
Louisville, Kentucky-Indiana 
New Orleans, Louisiana 
Baltimore, Maryland 
Boston, Massachusetts 

Detroit, Michigan 
Minneapolis-St. Paul, Minnesota 
Kansas City, Missouri-Kansas 
St. Louis, Missouri-Illinois 
Newark, New Jersey 

Paterson-Clifton-Passaic, New Jersey 
Buffalo, New York 
New York, New York 
Rochester, New York 
Cincinnati, Ohio-Kentucky-Indiana 

Cleveland, Ohio 
Columbus, Ohio 
Daycon, Ohio 
Portland, Oregon-Washington 
Philadelphia, Pennsylvania-New Jersey 

Pittsburgh, Pennsylvania 
Providence, Rhode Island 
Dallas, Texas 
Houston, Texas 
San Antonio, Texas 

Seattle-Everett, Washington 
Milwaukee, Wisconsin 

Unweighted average 
Weighted average 

NC = Not computed. 

Source: "Survey of Buying Power," Sales Management, Vol. 94, No. 12, June 10, 1965 

OCC 

$2,722 
2,056 
2,288 
2,816 
2,336 

3,033 
2,372 
1,913 
2,226 
3,072 

2,785 
2,274 
1,904 
2,549 
2,756 

2,646 
2,443 
2,492 
2,634 
3,171 

3,029 
2,523 
3,314 
2,802 
2,345 

3,010 
2,629 
2,382 
2,258 
2,668 

2,282 
2,174 
2,212 
1,943 
2,254 

2,304 
2,803 

2,552 
2,732 



local governments that serve them, while suburbanites paid 5.4 percent--substan- 
tially less (Table 23).* 

The above was calculated from the unweighted averages in Table 23 which 
come closer to the pattern of the (more numerous) smaller of the 37 SMSA's. The 
situation deteriorates as the SMSA gets bigger, as can be demonstrated by using 
"weighted" averaged. Then the income gap between the central and the outside- 
central city rises to $125, taxes in the central city rise to 7.6 percent of 
income and those outside the central city become 5.55 percent of income. Central 
city taxes as a proportion of income are more than one-third higher than the tax 
burden in outlying areas (Table 23) .*>k 

Weighted Unweighted 

--- Item Average Average 

In central cities 
Per capita taxes $ 199.53 $ 173.15 
Per capita income 2,607.00 2,482.00 
Taxes as a percent of income 7.63% 7.00% 

Outside central city areas 
Per capita taxes $ 152.21 $ 136.96 
Per capita income 2,732.00 2,552.00 
Taxes as a percent of income 5.55% 5.36% 

CC/OCC (percent of income) 137.5% 130.6% 

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

The averages also conceal some great disparities and some startlingly 
high tax rates, most of them in the Northeast. In New York City, local taxes 
take 10.2 percent of income; residents in the outskirts pay 6.7 percent. But the 
highest city taxes of all are paid in Newark: 13.3 percent of incone. Outside 

* Per capita income figures are used here because they can be related to the per 
capita tax collection data. The central city-suburban area comparison is even 
more striking when household income is considered, as was done in Chapter 3, 
pages 40 ff. 

** These tax burden comparisons must be qualified by the fact that tax collection 
data do not distinguish between taxes paid by residents (for example, residential 
property taxes) and taxes "exported" to other communities via the business tax 
route (for example, business property taxes included in the price of merchandise 
purchased by nonresidents or local sales taxes paid by nonresidents). Neverthe- 
less, there is no question that the tax burden position of many central cities is 
higher than that of their suburban neighbors and that it is in fact deteriorating. 



TABLE 23.--PER CAPITA TAXES AS A PERCENTAGE OF PER CAPITA INCOME INSIDE (CC) AND 
OUTSIDE CENTRAL CITY (OCC), 37 LARGEST STANDARD METROPOLITAN STATISTICAL AREAS, 1965 

CC Minus 

Los Angeles-Long Beach, California 
San Bernardino-Riverside-Ontario, California 
San Diego, California 
San Francisco-Oakland, California 
Denver, Colorado 

Washington, D.C. 
Miami, Florida 
Tampa-St. Petersburg, Florida 
Atlanta, Georgia 
Chicago, Illinois 

Indianapolis, Indiana 
Louisville, Kentucky-Indiana 
New Orleans, Louisiana 
Baltimore, Maryland 
Boston, Massachusetts 

Detroit, Michigan 
Minneapolis-St. Paul, Minnesota 
Kansas City, Missouri-Kansas 
St. Louis, Missouri-Illinois 
Newark, New Jersey 

Paterson-Clifton-Passaic, New Jersey 
Buffalo, New York 
New York, New York 
Rochester, New York 
Cincinnati, Ohio-Kentucky-Indiana 

Cleveland, Ohio 
Columbus, Ohio 
Dayton, Ohio 
Portland, Oregon-Washington 
Philadelphia, Pennsylvania-New Jersey 

Pittsburgh, Pennsylvania 
Providence, Rhode Island 
Dallas, Texas 
Houston, Texas 
San Antonio, Texas 

Seattle-Everett, Washington 
Milwaukee, Wisconsin 

Unweighted average 
Weighted average 

n.a. = Data not available. 

Source: Tables 21 and 22. 



Newark the taxpayer pays his local governments 6.5 percent of his income. Cer- 
tainly this situation creates no incentive for a suburban resident to move into 
town. * 

These proportions indicate that many large cities and some outside cen- 
tral city areas face an unprecedented dilemma in providing a tax base strong 
enough to support the burdens placed upon them. While the specific problem of 
the property tax base will be discussed below, the general contours of the dil- 
e~ma are directly apparent. Local taxes could not approach 13 percent of income, 
as they have in Newark, without enormous effort. There are two possibilities: 
either property taxes on commercial or industrial property make up a consider- 
able part of revenue, or taxes are being levied on nonresidents, such as commut- 
ers. However, it is precisely the relative decline of the nonresidential com- 
ponent of the property tax-base, together with a decline in the income level, 
which is making the central city fiscal problems so acute. 

At any point in time the effective level of property taxation in a par- 
ticular community contends with a political ceiling. This "ceiling" is the pro- 
duct of a combination of factors, including legal rate limitations, the rate lev- 
el in "competing" jurisdictions, public attitudes and the frequency of recent 
rate increases. It is not surprising, therefore, that many cities, especially 
the bigger ones, have been turning to nonproperty taxes. Nevertheless, although 
New York City collects almost $1 billion in nonproperty taxes, the property tax 
still accounts for almost 60 percent of that city's tax collections.7k* 

The recent expansion of nonproperty taxes in New York and Cleveland af- 
firms the continuing pressure on the central city. Wisconsin, Minnesota and New 
Jersey have also made basic changes in their tax assignment and State aid sys- 
tems, illustrating the complex set of governmental relations that must be evalu- 
ated before a complete analysis of a local area can even be contemplated. 

* In looking at local tax burdens in the Jersey City and Paterson-Clifton-pas- 
saic areas, the Commission's investigator stressed the importance of the property 
tax, as New Jersey communities make particularly heavy use of that source. Re- 
garding property tax burdens in the Jersey City SMSA (in terms of effective rates 
--property tax collections as a percent of full value of property) he notes that 
not only does Jersey City (the central city) bear an extraordinary property tax 
burden, but some of its surrounding cities have similar or more extreme problems: 
"The Jersey City SMSA has some of the highest property tax rates in the country. 
For the entire SMSA the 1967 rate on real property will average 4.00% (arithmetic 
mean of effective rates in the 12 taxing jurisdictions). The central-city rate 
(5.35%) is significantly higher than the average rate outside the central city 
(3.88%), but below that of Hoboken (8.07%) and Union City (5.85%). The effective 
rate falls below 3.00% in only three municipalities: Secaucus (2.50"/,), Kearny 
(2.38%), and Harrison (2. 7n) ." 
** The property tax contributes a somewhat smaller proportion of tax revenue for 
municipal purposes of a number of municipalities: Los Angeles, Long Beach, San 
Bernardino, Riverside, Ontario, Washington, D.C., Tampa, St. Petersburg, Louis- 
ville, New Orleans, Kansas City (Mo.), St. Louis, Cincinnati, Columbus, Dayton, 
Philadelphia and Seattle. 



Property tax base.--The declining fiscal position of the property tax 
base has complicated the central city's fiscal problems and made them more acute. 
Only a limited number of central city areas depend heavily on nonproperty taxes 
to finance all local governments serving them.* 

Looking at only the locally assessed real property values, the extraor- 
dinary dependence of central cities on the nonresidential portion of the tax 
base is evidenced by the material drawn from 1961 property tax values as reported 
in the 1962 Census of Governments. 

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

Generally speaking, the areas outside the central cities depend much 
more on residential property; but this, in turn, reflects higher income and high- 
er housing values. The current movement of industry and commerce to the areas 
outside 
reduces 

down in 
shows a 
cities. 

the central cities improves the fiscal position of the outlying areas and 
the relative resources in the central city. 

A problem for most cities outside of the West and South is the slowing 
the rate of growth of the property tax base in recent years. Table 24 
definite retardation in the growth of the tax base of most large central 
Of the 27 central cities for which comparable Census assessed-value data 

are available for 1961 and 1966, only Los ~ n ~ e l e s  and New York experienced in- 
creases in their property tax bases that Bere greater than those of their envi- 
rons. The extraordinary commercial building boom in midtown and lower Manhattan 
contributed to New York's superior growth. However, the growth in New York's tax 
base was quite small compared with that in many of the outside areas in other 
SMSA's. The property tax base actually declined in Buffalo, Rochester, Cleveland 
and Portland while, except in the latter, their surrounding jurisdictions exper- 
ienced substantial increases. 

State and Federal Aid 

While local taxes were increasing inside and outside the city, aid to 
the localities from both the Federal and State governments also grew rapidly dur- 
ing the period 1957 to 1965. Although debate is likely to continue over the dis- 
tribution of functional and fiscal responsibility among the three levels of gov- 
ernment, we are now witnessing significant upward shifts in the financial sup- 
port of education, public welfare and a number of urban functions, with little 
or no change in the assignment of administrative responsibility for carrying them 
out. 

* Counties and the school districts that serve the central cities draw on the 
central city tax base, and those governmental units rely almost exclusively on 
property taxes. Washington, D.C., with its special circumstances, New York City 
and Philadelphia are the only central city areas which show a significant overall 
dependence on nonproperty taxes. 



TABLE 24.--ASSESSED VALUATIONS, SELECTED LARGE CITIES AND THEIR ENVIRONS, 1961 AND 1966 

City and County 

Los Angeles (Los Angeles county) 
Remainder of county 

San Diego (San Diego county) 
Remainder of county 

San Francisco (city-county) 
Alameda county 

Denver (city-county) 
Jefferson county 

Washington, D.C. 
Montgomery and Prince Georges 
counties, Maryland and Arlington 
county, Virginia 

Atlanta (DeKalb and Fulton counties) 
Remainder of counties 

Chicago (Cook county) 
Remainder of county 

Indianapolis (Marion county) 
Remainder of county 

Louisville (Jefferson county) 
Remainder of county 

Baltimore city 
Baltimore county 

Boston (Suffolk county) 
Remainder of county 

Detroit (Wayne county) 
Remainder of county 

Minneapolis (Hennepin county) 
Remainder of county 

St. Paul (Ramsey county) 
Remainder of county 

Kansas City, ~issourii~ (Clay and 
Jackson counties) 
Remainder of counties 

St. Louis city 
St. Louis county 

Newark (Essex county) 
Remainder of county 

New York City 
Nassau and Westchester counties 

Buffalo (Erie county) 
Remainder of county 

Rochester (Monroe county) 
Remainder of county 

Cincinnati (Hamilton county) 
Remainder of county 

Cleveland (Cuyahoga county) 
Remainder of county 

Columbus (Franklin county) 
Remainder of co nty 

Portland, ore go^^ (Multnomah 
county) 
Remainder of county 

Pittsburgh (Allegheny county) 
Remainder of county 

Seattle (King county) 
Remainder of county 

Milwaukee (Milwaukee county) 
Remainder of county 

Gross Assessed Value 
Including State-assessed Property Locally-assessed Real Property 

Amount Percent Increase Amount Percent Increase 
1966 1961 or Decrease (-) 1966 1961 or Decrease (-) 

n.a. - UaLa ~ O C  available. 

11 Excluding the minor portion of Kansas City, Missouri located in Platte county. - 
21 Excluding the minor portion of Portland, Oregon located in Clackamas county. - 
Source: Bureau of the Census, Taxable Property Values (1962 Census of Governments, Vol. II), and Assessed Valuations 

for General Property Taxation (1967 Census of Governments, Preliminary Report, February 1968, CG-P4). 



In 1965, total State and Federal aid was identical in central city and 
outside central city areas of the large SMSA's, with an average of $78 per capita 
throughout (Table 25).* While this finding clearly indicates that, when viewed 
in the aggregate, total Federal and State aid scores rather low marks from an 
equalization standpoint, the situation would have been much worse were it not for 
the equalizing impact of a number of direct Federal-local programs that by their 
very nature favor the central city (for example, urban renewal and public hous- 
ing). The fact must also be underscored that the 1965 data could not reflect the 
equalizing power of Title I of the Elementary and Secondary Education Act. Ade- 
quate funding of the Model Cities program would also work in behalf of equaliza- 
tion. Even without these two new programs, 19 of the central cities came out 
somewhat better than their suburban communities, due in no small measure to this 
direct Federal aid factor. 

Considered in relation to expenditures, State and Federal aid supports 
27 percent of central city expenditures, 29 percent of outside central city ex- 
penditures and 37 percent of the local expenditures in the remainder of the 
Nation (Table 26).* The lower the aid contribution, of course, the more must be 
made up from the city's own revenue sources. 

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

Support for education.--The level of total Federal and State aid con- 
ceals the specific aid for the crucial function of education, which constitutes 
the largest single portion of total aid in both central cities and outlying areas. 
In many central cities aid to education is of primary importance. In 1957 it 
represented 47 percent of all central city aid. Outside the central cities it 
was even more important, constituting almost 72 percent of aid that 

Per capita aid to education reached $16.12 in the central cities and 
$28.43 outside in 1957.""" In the ensuing five years this relative neglect of 
the central cities was aggravated. By 1962, per capita education aid in the cen- 
tral cities was $20.73, but it had risen to $37.66 outside.51 Even on a per pu- 
pil basis, the central cities received less aid than the outside central city 
areas and this gap was aggravated by the perverse effect of many State educational - - 

aid "equalizationL formulas. &ltho&h ~ederal aid for education may reduce this 
gap subsequent to 1964-65, the dollar magnitude of the disparity is enormous. 

* Unweighted basis, which adheres more to the pattern of the smaller of the 37 
largest SMSA' s . 
* f c  Noneducation aid reversed this pattern, reaching $18.60 per capita in the 
central cities but only $11.83 outside the central city areas. 

*** On a weighted basis. 



TABLE 25.--PER CAPITA STATE AND FEDERAL AID, CENTRAL CITY (CC) AND OUTSIDE CENTRAL CITY (OCC) 
AREAS, 37 LARGEST STANDARD METROPOLITAN STATISTICAL AREAS, 1957 AND 1964-1965 

Area 

Los hgeles-Long Beach, California 
San Bernardino-Riverside-Ontario, California 
San Diego, California 
San Francisco-Oakland, California 
Denver, Colorado 

Washington, D.C. 
Miami, Florida 
Tampa-St. Petersburg, Florida 
Atlanta, Georgia 
Chicago, Illinois 

Indianapolis, Indiana 
Louisville, Kentucky-Indiana 
New Orleans, Louisiana 
Baltimore, Maryland 
Boston, Massachusetts 

Detroit, Michigan 
Minneapolis-St. Paul, Minnesota 
Kansas City, Missouri-Kansas 
St. Louis, Missouri-Illinois 
Newark, New Jersey 

Paterson-Clifton-Passaic, New Jersey 
Buffalo, New York 
New York, New York 
Rochester, New York 
Cincinnati, Ohio-Kentucky-Indiana 

Cleveland, Ohio 
Columbus , Ohio 
Dayton, Ohio 
Portland, Oregon-Washington 
Philadelphia, Pennsylvania-New Jersey 

Pittsburgh , Pennsylvania 
Providence, Rhode Island 
Dallas, Texas 
Houston, Texas 
San Antonio, Texas 

Seattle-Everett, Washington 
Milwaukee , Wisconsin 

Unweighted average 
Weighted average 

1957 
SMSA CC OCC - - - 

1964- 1965 
SMSA CC OCC - 

Source: Compiled from various reports of the Governments Division, U.S. Bureau of the Census. 



TABLE 26.--SUMMARY OF FISCAL DISPARITIES INSIDE AND CXJTSIDE CENTRAL C I T I ,  
37 LARGEST STANDARD METROPOLITAN STATISTICAL AREAS, 1964-1965 

I t em 

P e r  c a p i t a  t o t a l  
genera l  expendi tu res  

Per  c a p i t a  educa t iona l  
expendi tu res  

Per pupi l  c u r r e n t  
expendi tu res  

Per  c a p i t a  genera l  non- 
educa t iona l  expendi tures  

Per  c a p i t a  t o t a l  general  
revenues 

Per  c a p i t a  t axes  

Per c a p i t a  Federa l  and 
S t a t e  a i d  

Percen t  o f  general  
expendi ture  

Percent  of t axes  

Per c a p i t a  income 

Weighted 
Averane 

$ 332 

100 

n.a. 

232 

340 

200 

88 

26.5% 
44.0 

2,607 

Unweighted 
Averaee 

$ 304 

99 

449 

205 

3 01 

173 

78 

25.7% 
45.1 

2,482 

37 Larges t  SMSA's 
I n  Cent ra l  C i t v  Outside Cent ra l  C i t v  

Weighted Unweighted 
Average 

$ 278 

146 

n.a. 

132 

268 

152 

80 

28.8% 
52.6 

2,732 

Average 

$ 265 

141 

573 

124 

253 

13 7 

78 

29.4% 
56.9 

2,552 

Remainder o f  
Nat ion 

(Weighted 
Averane) 

$ 203 

107 

n.a. 

96 

212 

103 

76 

37.4% 
73.8 

1,789 

n.a. = Data not  a v a i l a b l e .  



The Intensification of Fiscal Disparities 1957 to 1965 

Will time solve this central city-suburban disparities problem? Our 
1957-1965 comparisons indicate that time is working against, not for,.many of 
our major central cities, especially with respect to educational resources and 
tax burdens. 

Whether measured in absolute terms (per capita expenditure) or in rela- 
tive terns (percentage increase) the central cities are slipping farther behind 
suburbia in educational expenditure with each passing year. 

And, time is definitely working against most central cities with respect 
to relative tax burdens. When measured in per capita terms, tax burdens are in- 
creasing at a faster rate in the central city. When viewed in relative terms-- 
percentage increases--there appears to be some lessening of the tax burden gap. 
However, this is probably a statistical illusion: Suburbia starts from a low 
base, hence smaller increments produce larger percentage increases. If tax bur- 
dens are measured in relation to income, then there is no question but what the 
differential favoring suburbia is growing both absolutely and relatively. In 
noneducational expenditures there appears to be a very slow closing of a large 
gap, but even this trend may be more apparent than real. When viewed strictly in 
absolute (per capita) terms the cost of general government is going up faster in 
central cities than in the outlying areas; the dollar gap grew between 1957 and 
1965. When viewed in relative terms--the rate of increase since 1957--then there 
is some narrowing of the gap as general government costs in suburbia moved up at 
a slightly faster clip than- did central city costs. But, here we have the sta- 
tistical illusion noted in the case of tax disparities: a low (1957) baseline 
for suburban general government costs. To put it another way, while the gap may 
be closing very slowly, it is at such a slow rate as to have little or no policy 
significance, particularly in view of the presence of the great central city- 
suburban disparity in noneducational expenditures. 

The various relationships are as follows:* 

Education Noneduca tion Tax 
Item Expenditure Expenditure Revenue 

Per capita gap 
1957 $25 $ 69 $38 
1965 47 100 48 

Percent increase, 
1957-1965 
Central city 
Outside central 
city 

* Based on weighted averages in Tables 21, A-11 and A-12, 

8 7 



Fiscal Prognosis 

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

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

(b) The growing tax plight of the Nation's major central 
cities and their overlying local governments. 

Persistence of Central City-Suburban 
Fiscal Disparities 

Our projections clearly indicate that the observed disparity between 
central city and suburban areas will not "wash out" over the foreseeable future. 
There is every reason to expect a persistence of disparities derived from the 
generally favorable suburban position on both the needs and tax resources fronts 
(Table 27). 

Perhaps the most significant feature of these projections is the isola- 
tion and dramatization of the truly critical cases--those metropolitan areas with 
the greatest central city-suburban tax burden disparities: Chicago, Boston, St. 
Louis, Newark, New York, Cincinnati and Milwaukee. These are the cases with a 
high projected central city tax burden, tax burdens virtually double those of 
their suburban rings. 

These projections were undertaken for the central city and outside cen- 
tral city areas using 1962 boundaries, adjusted in some cases for definitional 
changes between 1962 and 1965. 

The detailed projections for 1975 are based on the rate of increase in 
per capita fiscal behavior between 1957 and 1965, projected forward to 1975. The 
1975 estimates of population and income were based on the National Planning Asso- 
ciation's detailed metropolitan projections for that Their estimates 
were then dis-aggregated between the central city and outside central city areas 
on the basis of the estimated 1964 population and income distributions. 

If existing trends, rather than the 1964 levels, were used, the central 
cities would show much lower levels of income than the intra-metro estimates indi- 
cate, thus producing for the central city much higher expenditure and tax burdens 
relative to income and aggravating the disparities. 

Further, there is an indication that the estimates of fiscal behavior 
are, in fact, conservative,.failing to take into account certain internal char- 
acteristics associated with trends in local wage levels. There is now an indica- 
tion that the period since 1965 has witnessed a more rapid rate of growth in the 
per capita level of central city fiscal behavior than the period 1957-65. 

Growing Tax Plight of Central City 

These projections also enable us to concentrate on the developing gaps 
in the tax financing of local public services in the Nation's 36 largest cities-- 



TABLE 27.--PROJECTIONS TO 1975 OF LOCAL GENERAL EXPENDITURES AND TAX REVENUES AS A PERCENTAGE 
OF INCOME. CENTRAL CITY AND OUTSIDE CENTRAL CITY AREAS IN 

 STANDARD METROPOLITAN STATISTICAL AREAS 

Area 

Los Angeles-Long Beach, California 
San Bernardino-Riverside-Ontario, California 
San Diego, California 
San Francisco-Oakland, California 
Denver, Colorado 

Miami, Florida 
Tampa-St. Petersburg, Florida 
Atlanta, Georgia 
Chicago, Illinois 
Indianapolis, Indiana 

Louisville, Kentucky-Indiana 
New Orleans, Louisiana 
Baltimore, Maryland 
Boston, Massachusetts 
Detroit, Michigan 

Minneapolis-St. Paul, Minnesota 
Kansas City, Missouri-Kansas 
St. Louis, Missouri-Illinois 
Newark, New Jersey 
Paterson-Clifton-Passaic, New Jersey 

Buffalo, New York 
New York, New York 
Rochester, New York 
Cincinnati, Ohio-Kentucky-Indiana 
Cleveland, Ohio 

Columbus, Ohio 
Dayton, Ohio 
Portland, Oregon-Washington 
Philadelphia, Pennsylvania-New Jersey 
Pittsburgh, Pennsylvania 

Providence, Rhode Island 
Dallas, Texas 
Houston, Texas 
Seattle-Everett, Washington 
Milwaukee, Wisconsin 

Expenditures 
Central Outside 
City 

10.2% 
13.7 
9.4 
11.6 
9.3 

12.9 
12.5 
11.7 
8.5 
6.6 

8.4 
8.0 
10.8 
14.8 
9.5 

10.1 
5.1 
11.1 
17.8 
9.0 

10.9 
15.5 
13.1 
14.0 
11.6 

7.7 
12.2 
9.0 
8.7 
9.5 

8.6 
5.3 
6.0 
8.6 
12.7 

Central City 

10.2% 
14.5 
12.0 
12.2 
8.0 

8.0 
7.5 
10.1 
6.3 
9.5 

4.8 
10.6 
6.4 
5.9 
8.0 

10.3 
9.2 
4.5 
7.0 
5.6 

10.4 
8.2 
9.8 
4.8 
6.5 

6.6 
7.2 
7.8 
6.1 
6.1 

5.5 
7.7 
9.2 
15.4 
8.8 

Taxes 
Central Outside 
City 

6.0% 
6.0 
4.6 
7.9 
6.3 

6.4 
5.2 
4.0 
6.9 
5.5 

4.0 
3.3 
4.8 
7.2 
5.7 

5.5 
3.7 
6.5 
11.2 
6.3 

5.8 
9.6 
6.0 
6.2 
5.9 

4.0 
6.7 
5.8 
4.8 
5.5 

5.1 
3.3 
3.4 
4.1 
7.2 

Central City 

5.8% 
7.6 
5.3 
6.4 
5.2 

4.9 
3.6 
3.6 
2.8 
5.5 

2.2 
1.7 
3.2 
4.4 
4.1 

4.8 
4.6 
2.8 
5.0 
4.9 

5.3 
4.7 
4.3 
3.4 
4.1 

3.9 
4.5 
4.3 
3.7 
3.7 

3.9 
2.8 
4.8 
4.6 
2.7 

Note: Excludes the Washington, D.C. SMSA because of the State-local character of its central 
city and the San Antonio SMSA because data were not available. 

Source: Metropolitan Studies Center, Syracuse University. 



TABLE 28.--LOCAL TAX COLUXTION 'GAP" IN CENTRAL CITY AREAS OF THE 36 LARGEST 
STANDARD METROPOLITAN STATISTICAL AREAS. PROJECTED FOR 1975.!d 

(Millions) 

Projected 
Tax Tax 

Collections Collections Increase 
Area 1965 1975 1965-1975 

( 1) (2) (3) 

Los Angeles-Long Beach, California. 
San Bernardino-Riverside-Ontario, California 
San Diego, California 
San Francisco-Oakland, California 
Denver, Colorado 

Washington, D.C. 
Miami, Florida 
Tampa-St . Petersburg , Florida 
Atlanta, Georgia 
Chicago, Illinois 

Indianapolis, Indiana 
Louisville, Kentucky-Indiana 
New Orleans, Louisiana 
Baltimore, Maryland 
Boston, Massachusetts 

Detroit, Michigan 
Minneapolis-St. Paul, Minnesota 
Kansas City, Missouri-Kansas 
St. Louis, Missouri-Illinois 
Newark, New Jersey 

Paterson-Clifton-Passaic, New Jersey 
Buffalo, New York 
New York, New York 
Rochester, New York 
Cincinnati, Ohio-Kentucky-Indiana 

Cleveland, Ohio 
Columbus, Ohio 
Dayton, Ohio 
Portland, Oregon-Washington 
Philadelphia, Pennsylvania-New Jersey 

Pittsburgh, Pennsylvania 
Providence, Rhode Island 
Dallas, Texas 
Houston, Texas 

Seattle-Everett, Washington 
Milwaukee, Wisconsin 

36 SMSA total 

1/ Excluding San Antonio for which data were not available. - 
2/ Including imputed property tax rate for nonproperty taxes. - 

Portion of 
Increase 

Attributab1.e 
to Natural 
Growth 

in Property 
Tax Base 
(4) 

$ 496.6 
61.5 
88.2 
85.2 
13.7 

73.8 
14.2 
49.9 
40.5 
93.0 

17.5 
13.0 
17.5 
.3 

-.2 

-11.6 
17.7 
15.5 
2.8 
10.8 

5.7 
.l 

1,101.6 
3.8 
11.1 

8.9 
36.0 
15.2 
5.0 

48.0 

10.2 
4.4 
39.0 
71.4 

42.7 
57.6 

2,560.6 

Exhibit: 
Tax Percent 

Collection Increase 
''Gap'' in Property 

8.0% 
20.2 
18.5 
39.5 
38.3 

25.4 
23.5 
37.0 
7.5 

31.3 

43.3 
1.4 
14.5 
34.8 
53.4 

42.2 
29.5 
30.4 
49.7 
34.3 

42.0 
35.0 
22.5 
33.3 
24.7 

21.1 
16.9 
12.6 
35.0 
14.7 

10.0 
12.0 
13.6 
17.6 

14.5 
18.3 

XXX 

Source: Metropolitan Studies Center, Syracuse University. 



a "minimal" projected tax gap of $2.8 billion or a cumulative ten-year total tax 
gap of approximately $14 billion (Table 28). The projected total local tax col- 
lections of the major central cities are compared with the amount that would be 
collected if taxes are to rise only in proportion to the natural increase in the 
property tax base (that is, with no new taxes or rate increases). 

As has been noted, the 1975 estimate of $12.6 billion in tax collections 
assumes the same average annual growth rate between 1965 and 1975 as was observed 
for the period 1957-1965. For many of these cities during the second half of the 
1957-1965 period the tax base has been increasing at a declining rate, and in 
some it has actually declined, as compared to the first half. For the entire 
period, tax rates have had to rise considerably between 1957 and 1965. In no 
case was there an indicated decline in property tax rates. Our calculations in- 
dicate property tax rate increases equivalent to 53 percent in Boston, 50 percent 
in St. Louis and 42 percent in Detroit. In half of the cities, property tax 
rates rose 25 percent or more in the eight-year period.* 

The tax financing "gaps" shown in Table 28 are minimal for a number of 
reasons. First, the portion of the 1965-1975 increase that is attributed to the 
natural growth in the property tax base (column 4) is undoubtedly overstated in 
some cities because the computation does not allow for the observed recent de- 
cline in the rate of increase in the tax base. Secondly, if the recent trend 
toward an increasing response to the needs of high-cost citizens in the central 
cities continues, tax collections will have to grow at an even greater rate than 
in the past. And finally, our projections made no allowance for needed general 
improvement in the quality of central city government services. 

All of these factors add up to a potentially tremendous tax gap relative 
to resource growth for these large central cities in particular and for local 
government generally. Taking account of the three additional factors enumerated 
above, the annual gap could easily reach $5 to $6 billion by 1975, or a cumula- 
tive 10-year total tax gap for the 36 large central cities of $25 to $30 billion. 

The gap will be bridged partly by tax rate increases and new tax enact- 
ments and in some cases by State or Federal aid arrangements. Beyond this, lo- 
cal governments, unlike the National Government, are not free to use their borrow- 
ing powers to bridge the gap because they are precluded generally from engaging 
in deficit financing for operating purposes. Therefore, their solution to this 
tax gap problem is to forego higher expenditures in order to hold the line on the 
tax side. 

No two cities or jurisdictions will handle this gap problem in the same 
way. Each will necessarily handle it in the light of local circumstances--the 
urgency of needs, the accessibility to additional revenues, the availability of 
financial aid, and the myriad of other facts that necessarily enter into the de- 
cisions of politically responsible leaders. For this reason, calculations of 
financial gaps cannot serve as guides for individual governments. They can serve 
only as approximate indicators of the magnitude of the fiscal problems of a group 
of governments responsible for the provision of local services in the central 
city. 

* Including an equivalent property tax rate for nonproperty taxes. 
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It is the level at which the gap is bridged that is of crucial impor- 
tance. If it is to be closed at a high or even an adequate level of governmental 
service, it will have to be done at enormous cost relative to the cmunityls 
income and tax base unless many of our central cities are given massive infusions 
of Federal and State aid, if functions are shifted to the State and Federal lev- 
els, or if the cities are given an opportunity to tap an areawide tax base. 



Appendix A 

SUPPLEMENTARY TABLES 



TABLE A-1. --THE DISTRIBUTION OF SMSA POPULATION BETWEEN CENTRAL CITIES 
AND OUTSIDE CENTRAL CITIES, 1900- 1975 

Percent of SMSA Percent of SMSA 
Total SMSA Population Within Population Outside 

Year Population Central Cities Central Cities 
(thousands) 

1950 89,317 
1960 112,895 
1965 123,813 
1975 (est.) 154,286 

Source: U.S. Bureau of the Census, U.S. Census of Population: 1960, Selected 
Area Reports: Standard Metropolitan Statistical Areas. Final Report 
PC (3) -ID; National Planning Association, - Economic and Demographic 
Projections for Two Hundred and Twenty-four Metropolitan Areas, 
Vol. 111; and Metropolitan Studies Center, Syracuse University. 



TABLE A-2.--POPULATION GROWTH I N  CENTRAL CITIES AND OUTSIDE 
CENTRAL CITY AREAS, DECADES, 1900 TO 1975 

Amount of Change (Thousands) 
Outs ide  C e n t r a l  

Decade Cen t r a l  C i t y  C i ty  Areas 

CC Growth p e r  100 
Inc rease  Outs ide  

C e n t r a l  C i ty  Areas 

1/ Five-year  growth. - 
2/  Pro jec t ion .  - 

Source: U.S. Bureau of  t h e  Census, U.S. Census of  Populat ion.  Se l ec t ed  Area 
Reports: Standard Metropol i tan  S t a t i s t i c a l  Areas, F i n a l  Report PC(3)- 
I D ;  Na t iona l  Planning Assoc ia t ion ,  Economic and Demographic P r o j e c t i o n s  - 
f o r  Two Hundred and Twenty-Four Metropol i tan  Areas, Vol. 111; and Metro- 
p o l i t a n  S tud ie s  Center ,  Syracuse Univers i ty .  



TABLE A-3.--RATE OF CHANGE OF POPULATION INSIDE (CC) AND OUTSIDE CENTRAL CITY (OCC), 
BY RACE, 37 LARGEST STANMRD METROPOLITAN STATISTICAL AREAS IN THE UNITED STATES, 

1950 THROUGH 1960 

Total 
Population White Negro 

Area.. CC OCC CC OCC CC OCC ------ 
Los Angeles-Long Beach, California 27.1% 82.6% 19.4% 79.9% 96.3% 177.8% 
San Bernardino-Riverside-Ontario, California 68.0 84.0 63.4 83.2 216.1 90.7 
San Diego, California 71.4 106.7 67.2 106.3 131.0 133.4 
San Francisco-Oakland, California -4.5 55.0 -14.4 55.0 73.5 43.7 
Denver Colorado 18.8 121.8 15.4 122.7 100.9 31.4 

Washington, D.C. 
Miami, Florida 
Tampa-St. Petersburg, Florida 
Atlanta, Georgia 
Chicago, Illinois 

Indianapolis, Indiana 
Louisville, Kentucky-Indiana 
New Orleans, Louisiana 
Baltimore, Maryland 
Boston, Massachusetts 

Detroit, Michigan -9.7 79.3 -23.5 81.6 60.5 33.8 
Minneapolis-St. Paul, Minnesota -4.4 115.7 -5.7 115.3 60.6 72.7 
Kansas City, Missouri-Kansas 4.1 57.6 -2.3 62.7 49.3 5.2 
St. Louis, Missouri-Illinois -12.5 51.9 -24.0 53.6 39.4 28.8 
Newark, New Jersey -7.6 24.7 -26.8 23.3 84.1 46.4 

Paterson-Clifton-Passaic, New Jersey 6.9 47.6 1.4 47.4 128.0 48.8 
Buffalo, New York -8.2 52.1 -15.3 52.0 93.5 57.5 
New York, New York -1.4 75.00 -6.7 74.0 45.5 92.4 
Rochester, New York -4.2 72.6 -9.3 72.5 210.8 72.3 
Cincinnati, Ohio-Kentucky-Indiana -.3 42.1 -7.6 43.3 39.1 14.8 

Cleveland, Ohio -4.2 67.2 -18.6 67.2 69.6 51.1 
Columbus, Ohio 25.4 66.0 19.5 70.2 65.2 -37.4 
Dayton, Ohio 7.6 57.3 -2.3 58.2 67.7 29.0 
Portland, Oregon-Washington -.3 35.6 -2.4 35.7 64.1 -24.1 
Philadelphia, Pennsylvania-New Jersey -3.3 46.3 -13.3 46.8 40.7 36.6 

Pittsburgh, Pennsylvania 
Providence, Rhode Island 
Dallas, Texas 
Houston, Texas 
San Antonio, Texas 

Seattle, Washington 
Milwaukee, Wisconsin 

U.S. average 10.7 48.5 4.7 49.2 50.3 30.7 

Source: U.S. Bureau of the Census, U.S. Census of Population, 1960, Selected Area Reports: 
Standard Metropolitan Statistical Areas, Final Report PC(3)-ID. 



TABLE A-4. --AVERAGE HOUSEHOLD INCOME, INSIDE (CC) AND OUTSIDE CENTRAL CITY (OCC) , 
37 LARGEST STANDARD METROPOLITAN STATISTICAL AREAS IN THE UNITED STATES, 1964 

Los Angeles-Long Beach, California $ 8,848 
San Bernardino-Riverside-Ontario, California 7,114 
San Diego, California 8,436 
San Francisco-Oakland, California 8,962 
Denver, Colorado 8,287 

Washington, D.C. 
Miami, Florida 
Tampa-St. Petersburg, Florida 
Atlanta, Georgia 
Chicago, Illinois 

Indianapolis, Indiana 
Louisville, Kentucky-Indiana 
New Orleans, Louisiana 
Baltimore, Maryland 
Boston, Massachusetts 

Detroit, Michigan 
Minneapolis-St. Paul, Minnesota 
Kansas City, Missouri-Kansas 
St. Louis, Missouri-Illinois 
Newark, New Jersey 

Paterson-Clifton-Passaic, New Jersey 9,620 
Buffalo, New York 8,399 
New York, New York 9,102 
Rochester, New York. 9,573 
Cincinnati, Ohio-Kentucky-Indiana 8,239 

Cleveland, Ohio 9,498 
Columbus, Ohio 8,214 
Dayton, Ohio 8,163 
Portland, Oregon-Washington 7,507 
Philadelphia, Pennsylvania-New Jersey 8,549 

Pittsburgh, Pennsylvania 
Providence, Rhode Island 
Dallas, Texas 
Houston, Texas 
San Antonio, Texas 

Seattle-Everett, Washington 
Milwaukee, Wisconsin 

Unweighted average 8,362 

CC OCC 
As a Percent As a Percent 
of SMSA of SMSA 

Source: "Survey of Buying Power," Sales -, Vol. 94, No. 12, June 10, 1965. 



TABLE A-5.--AVERAGE HOUSEHOLD INCOME, CENTRAL CITY (CC) AND OUTSIDE CENTRAL 
CITY (OCC) AREAS ADJUSTED FOR RURAL COMPONENTS, 1964 

Averaae Household Income. 1964 

Los Angeles-Long Beach, California 
San Bernardino-Riverside-Ontario, California 
San Diego, California 
San Francisco-Oakland, California 
Denver, Colorado 

Washington, D.C. 
Miami, Florida 
Tampa-St. Petersburg, Florida 
Atlanta, Georgia 
Chicago, Illinois 

Indianapolis, Indiana 
Louisville, Kentucky-Indiana 
New Orleans, Louisiana 
Baltimore, Maryland 
Boston, Massachusetts 

Detroit, Michigan 
Minneapolis-St. Paul, Minnesota 
Kansas City, Missouri-Kansas 
St. Louis, Missouri-Illinois 
Newark, New Jersey 

Paterson-Clifton-Passaic, New Jersey 
Buffalo, New York 
New York, New York 
Rochester, New York 
Cincinnati, Ohio-Kentucky-Indiana 

Cleveland, Ohio 
Columbus, Ohio 
Dayton, Ohio 
Portland, Oregon-Washington 
Philadelphia, Pennsylvania-New Jersey 

Pittsburgh, Pennsylvania 
Providence, Rhode Island 
Dallas, Texas 
Houston, Texas 
San Antonio, Texas 

Seattle-Everett, Washington 
Milwaukee, Wisconsin 

OCC 
OCC As a Percent 

(Adiusted) of CC 

Note: See Appendix B for explanation of the rural adjustment. 

NC = Not computed. 
11 Based on 1960 Census of Population. - 

Exhibit: 
Urban Fringe 
As a Percent 
of CC in 1 9 5 d  

Source: "Survey of Buying Power," Sales Management, Vol. 94, No. 12, June 10, 1965. 



TABLE A-6.--EDUCATIONAL CHARACTERISTICS BASED ON SELECTED URBANIZED AREAS, 1960 

Percent of Persons Median School Years 
14 to 17 Years of Completed, Persons 
Age Not in School Over 25 Years of Age 
Central Urban Central Urban 

Area City Fringe City Fringe 

Los Angeles-Long Beach, California 10.2% 9.2% 12.1 12.1 
San Bernardino-Riverside-Ontario, California 5.6 8.0 12.2 11.6 
San Diego, California 13.2 8.0 12.2 12.2 
San Francisco-Oakland, California 9.8 7.4 11.9 12.3 
Denver, Colorado 14.0 8.2 12.1 12.4 

Washington, D.C. 
Miami, Florida 
Tampa, Florida 
St. Petersburg, Florida 
Atlanta, Georgia 

Chicago, Illinois 
Indianapolis, Indiana 
Louisville, Kentucky-Indiana 
New Orleans, Louisiana 
Baltimore, Maryland 

Boston, Massachusetts 
Detroit, Michigan 
Minneapolis-St. Paul, Minnesota 
Kansas City, Missouri-Kansas 
St. Louis, Missouri-Illinois 

Newark, New Jersey 
Paterson-Clifton-Passaic, New Jersey 
Buffalo, New York 
New York, New York 
Rochester, New York 

Cincinnati, Ohio-Kentucky-Indiana 
Cleveland, Ohio 
Columbus, Ohio 
Dayton, Ohio 
Portland, Oregon-Washington 

Philadelphia, Pennsylvania-New Jersey 
Pittsburgh, Pennsylvania 
Providence, Rhode Island 
Dallas, Texas 
Houston, Texas 

San Antonio, Texas 
Seattle, Washington 
Milwaukee, Wisconsin 

U.S. average 13.5 9.0 10.7 12.0 

Source: U.S. Bureau of the Census, U.S. Census of Population, 1960, Selected Area Reports, 
Standard Metropolitan Statistical Areas, Final Report PC(3)-1D. 



TABLE A-7.--PERCENT OWNER OCCUPIED HOMES AND UNSOUND HOUSING INSIDE (CC) AND OUTSIDE 
CENTRAL CITY (OCC), 37 LARGEST STANDARD METROPOLITAN STATISTICAL AREAS, 1960 

SMSA 

Los Angeles-Long Beach, California 
San Bernardino-Riverside-Ontario, California 
San Diego, California 
San Francisco-Oakland, California 
Denver, Colorado 

Washington, D.C. 
Miami, Florida 
Tampa-St. Petersburg, Florida 
Atlanta, Georgia 
Chicago, Illinois 

Indianapolis, Indiana 
Louisville, Kentucky-Indiana 
New Orleans, Louisiana 
Baltimore, Mary land 
Boston, Massachusetts 

Detroit, Michigan 
Minneapolis-St. Paul, Minnesota 
Kansas City, Missouri-Kansas 
St. Louis, Missouri-Illinois 
Newark, New Jersey 

Paterson-Clifton-Passaic, New Jersey 
Buffalo, New York 
New York, New York 
Rochester, New York 
Cincinnati, Ohio-Kentucky-Indiana 

Cleveland, Ohio 
Columbus, Ohio 
Dayton, Ohio 
Portland, Oregon-Washington 
Philadelphia, Pennsylvania-New Jersey 

Pittsburgh, Pennsylvania 
Providence, Rhode Island 
Dallas, Texas 
Houston, Texas 
San Antonio, Texas 

Seattle, Washington 
Milwaukee, Wisconsin 

U.S. average 

Owner Occupied 
CC - 

Unsound 
CC OCC 

Source: U.S. Bureau of the Census, U.S. Census of Housing, 1960, Vol. I, States and Small 
Areas, United States Summary, Final Report HC(1)-1. 



TABLE A-8.--UNEMPLOYMENT RATES, BASED ON SELECTED URBANIZED AREAS, 1960 

Central Urban 
Area City Fringe 

Los Angeles-Long Beach, California 
San Bernardino-Riverside-Ontario, California 
San Diego, California 
San Francisco-Oakland, California 
Denver, Colorado 

Washington, D.C . 
Miami, Florida 
Tampa, Florida 
St. Petersburg, Florida 
Atlanta, Georgia 

Chicago, Illinois 
Indianapolis, Indiana 
Louisville, Kentucky-Indiana 
New Orleans, Louisiana 
Baltimore, Maryland 

Boston, Massachusetts 
Detroit, Michigan 
Minneapolis-St. Paul, Minnesota 
Kansas City, Missouri-Kansas 
St. Louis, Missouri-Illinois 

Newark, New Jersey 
Paterson-Clifton-Passaic, New Jersey 
Buffalo, New York 
New York, New York 
Rochester, New York 

Cincinnati, Ohio-Kentucky-Indiana 
Cleveland, Ohio 
Columbus, Ohio 
Dayton, Ohio 
Portland, Oregon-Washington 

Philadelphia, Pennsylvania-New Jersey 
Pittsburgh, Pennsylvania 
Providence, Rhode Island 
Dallas , Texas 
Houston, Texas 

San Antonio, Texas 
Seattle, Washington 
Milwaukee, Wisconsin 

U.S. average 5.5 4.1 

Source: U.S. Bureau of the Census, U.S. Census of Population, 1960, Selected 
Area Reports, Standard Metropolitan Statistical Areas, Final Report 
PC (3) -ID. 



TABLE A-9.--LOCAL GOVERNMBNTS AND LAND AREA IN THE 37 LARGEST STANDARD METROPOLITAN STATISTICAL AREAS 
IN THE UNITED STATES, 1967 

Area Land Area 'm 
Los Angeles-Long Beach, California 4,060 
San Bernardino-Riverside-Ontario, California 27,308 
San Diego, California 4,255 
San Francisco-Oakland, California 2,486 
Denver, Colorado 3,665 

Washington, D.C. 
Miami, Florida 
Tampa-St. Petersburg, Florida, 
Atlanta , Georgia 
Chicago, Illinois , 

Indianapolis, Indiana 
Louisville, Kentucky-Indiana 
New Orleans, Louisiana 
Baltimore, Maryland 
Boston, Massachusetts 

Detroit, Michigan 
Minneapolis- St. Paul, Minnesota 
Kansas City, Missouri-Kansas 
St. Louis, Missouri-Illinois 
Newark, New Jersey 

Paterson-Clifton-Passaic, New Jersey 427 
Buffalo, New York 1,587 
New York, New York 2,149 
Rochester, New York 2,314 
Cincinnati, Ohio-Kentucky-Indiana 2,154 

Cleveland, Ohio 1,519 
Columbus, Ohio 1,484 
Dayton, Ohio 1,715 
Port land, Oregon- Washington 3,657 
Philadelphia, Pennsylvania-New Jersey 3,549 

Pittsburgh, Pennsylvania 
Providence, Rhode Island 
Dallas, Texas 
Houston, Texas 
San Antonio, Texas 

Seattle-Everett, Washington 
Milwaukee, Wisconsin 

Number of Local Governments 
School County Munici- Town- Special 
Districts Governments ships palities Districts 

Source: U.S. Bureau of the Census, Census of Governments, 1967, Vol. 1, Governmental Organization. 



TABLE A-10.--PER CAPITA TOTAL LOCAL GENERAL EXPENDITURE, CENTRAL CITY (CC) 
AND OUTSIDE CENTRAL CITY (OCC) AREA'S, 37 LARGEST STANDARD METROPOLITAN 

SMSA 

Los Angeles-Long Beach, California 
San Bernardino-Riverside-Ontario, California 
San Diego, California 
San Francisco-Oakland, California 
Denver, Colorado 

Washington, D.C. 
Miami, Florida 
Tampa-St. Petersburg, Florida 
Atlanta, Georgia 
Chicago, Illinois 

Indianapolis, Indiana 
Louisville, Kentucky-Indiana 
New Orleans, Louisiana 
Baltimore, Maryland 
Boston, Massachusetts 

Detroit, Michigan 
Minneapolis-St. Paul, Minnesota 
Kansas City, Missouri-Kansas 
St. Louis, Missouri-Illinios 
Newark, New Jersey 

Paterson-Clifton-Passaic, New Jersey 
Buffalo, New York 
New York, New York 
Rochester, New York 
Cincinnati, Ohio-Kentucky-Indiana 

Cleveland, Ohio 
Columbus, Ohio 
Dayton, Ohio 
Portland, Oregon-Washington 
Philadelphia, Pennsylvania-New Jersey 

Pittsburgh, Pennsylvania 
Providence, Rhode Island 
Dallas, Texas 
Houston, Texas 
San Antonio, Texas 

Seattle-Everett, Washington 
Milwaukee, Wisconsin 

Unweighted average 
Weighted average 

n.a. = Data not available. 

1957 
SMSA - OCC 

1964-1965 
SMSA CC OCC - - -  

Source: Compiled from various reports of the Governments Division, U.S. Bureau of the Census. 



TABLE A-11.--PER CAPITA TOTAL LOCAL EDUCATIONAL EXPENDITURE INCLUDING HIGHER 
EDUCATION, CENTRAL CITY (CC) AND OUTSIDE CENTRAL CITY (OCC) AREAS, 37 LARGEST 

STANDARD METROPOLITAN STATISTICAL AREAS, 1957 AND 1964-1965 

Area 

Los Angeles-Long Beach, California 
San Bernardino-Riverside-Ontario, California 
San Diego, California 
San Francisco-Oakland, California 
Denver, Colorado 

Washington, D.C. 
Kiwi, Florida 
Tampa-St. Petersburg, Florida 
Atlanta, Georgia 
Chicago, Illinois 

Indianapolis, Indiana 
Louisville, Kentucky-Indiana 
New Orleans, Louisiana 
Baltimore, Maryland 
Boston, Massachusetts 

Detroit, Michigan 
Minneapolis-St. Paul, Minnesota 
Kansas City, Missouri-Kansas 
St. Louis, Missouri-Illinois 
Newark, New Jersey 

Paterson-Clifton-Passaic, New Jersey 
Buffalo, New York 
New York, New York 
Rochester, New York 
Cincinnati, Ohio-Kentucky-Indiana 

Cleveland, Ohio 
Columbus, Ohio 
Dayton, Ohio 
Portland, Oregon-Washington 
Philadelphia, Pennsylvania-New Jersey 

Pittsburgh, Pennsylvania 
Providence, Rhode Island 
Dallas , Texas 
Houston, Texas 
San Antonio, Texas 

Seattle-Everett, Washington 
Milwaukee, Wisconsin 

Unweighted average 
Weighted average 

n.a. - Data not available. 

1957 
SMSA CC OCC - - - 

1964-1965 
SMSA CC OCC - - 

Source: Compiled from various reports of the Governments Division, U.S. Bureau of the Census. 



TABLE A-12. --PER CAPITA NONEDUCATIONAL LOCAL GENERAL EXPENDITURE, CENTRAL CITY (CC) 
AND OUTSIDE CENTRAL CITY (OCC) AREAS, 37 IARGEST STANDARD METROPOLITAN 

STATISTICAL AREAS, 1957 AND 1964-1965 

Area 

Los Angeles-Long Beach, California 
San Bernardino-Riverside-Ontario, California 
San Diego, California 
San Francisco4akland, California 
Denver, Colorado 

Washington, D.C. 
Miami, Florida 
Tampa-St. Petersburg, Florida 
Atlanta, Georgia 
Chicago, Illinois 

Indianapolis, Indiana 
Louisville, Kentucky-Indiana 
New Orleans, Louisiana 
Baltimore, Maryland 
Boston, Massachusetts 

Detroit, Michigan 
Minneapolis-St. Paul, Minnesota 
Kansas City, Missouri-Kansas 
St. Louis, Missouri-Illinois 
Newark, New Jersey 

Paterson-Clifton-Passaic, New Jersey 
Buffalo, New York 
New York, New York 
Rochester, New York 
Cincinnati, Ohio-Kentucky-Indiana 

Cleveland, Ohio 
Columbus, Ohio 
Dayton, Ohio 
Port land, Oregon-Washington 
Philadelphia, Pennsylvania-New Jersey 

Pittsburgh, Pennsylvania 
Providence, Rhode Island 
Dallas, Texas 
Houston, Texas 
San Antonio, Texas 

Seattle-Everett, Washington 
Milwaukee, Wisconsin 

Unweighted average 
Weighted average 

n.a. = Data not available. 

1964-1965 
SMSA CC OCC - - 

Source: Compiled from various reports of the Governments Division, U.S. Bureau of the Census. 



TABLE A- 13.--PER CAPITA LOCAL PUBLIC WELFARE EXPENDITURES, 37 LARGEST STANDARD METROPOLITAN STATISTICAL AREAS, 
AND PER CAPITA DIRECT STATE PUBLIC WELFARE EXPENDITURES, 1964-1965 

SMSA 

Los Angeles, Ca l i fo rn i a  
Long Beach, Ca l i fo rn i a  
San Bernardino, Ca l i fo rn i a  
Rivers ide ,  Ca l i fo rn i a  
Ontar io ,  C a l i f o r n i a  

San Diego, C a l i f o r n i a  
San Francisco,  Ca l i fo rn i a  
Oakland, Ca l i fo rn i a  
Denver, Colorado 
Washington, D.C. 

Miami, F lo r ida  
Tampa, F lo r ida  
St .  Petersburg ,  F lo r ida  
A t l an t a ,  Georgia 
Chicago, I l l i n o i s  

Ind i anapo l i s ,  Indiana  
Lou i sv i l l e ,  Kentucky-Indiana 
New Orleans ,  Louisiana 
Baltimore, Mary land 
Boston, Massachuset ts  

D e t r o i t ,  Michigan 
Minneapolis,  Minnesota 
S t .  Paul ,  Minnesota 
Kansas C i ty ,  Missouri-Kansas 
St .  Louis,  M i s s o u r i - I l l i n o i s  

Newark, New J e r s e y  
Paterson,  New Je r sey  
C l i f t o n ,  New J e r s e y  
Pas sa i c ,  New Je r sey  
Buffa lo ,  New York 

New York, New York 
Rochester.  New York 
C inc inna t i ,  Ohio-Kentucky-Indiana 
Cleveland, Ohio 
Columbus, Ohio 

Dayton, Ohio 
Po r t l and ,  Oregon-Washington 
Ph i l ade lph i a ,  Pennsy lvania-New J e r s e y  
P i t t sbu rgh ,  Pennsylvania 
Providence, Rhode I s l a n d  

Da l l a s ,  Texas 
Houston, Texas 
San Antonio, Texas 
S e a t t l e - E v e r e t t ,  Washington 
Milwaukee, Wisconsin 

Local Government Expenditure 
Cent r a  1 . . 

SMSA 
~ o t a d '  

$51.78 

62.37 

49.80 
57.98 

33.07 
17-79 

2.98 
3.91 

3.37 
8.72 

11.87 
5.03 

.35 
26.76 
41.69 

8 .71 
38.63 

4.46 
2.41 

26.62 
10.54 

35.66 

47.25 
27.91 
21.57 
18.76 
22.10 

15.33 
3 .40  
7.12 

10.58 
4.84 

.66 
1.18 

.49 

.08 
25.26 

C i ty  County ~ r e a z '  
Govern- Cen t r a l  Out ly ing Counties 
ment County County A County B County C County D 

1/ May inc lude  amount f o r  one o r  more coun t i e s  f o r  which data  a r e  not  shown sepa ra t e ly .  - 
21  Expenditure of  a l l  l o c a l  governments w i th in  county area .  - 
31 Maryland count ies .  - 
4 /  ~ i r g i n i a  coun t i e s .  - 
5 /  S t a t e  pe r  c a p i t a s  a s  follows: Maryland, $.24; V i rg in i a ,  $1.46. - 
6,' Kentucky only. Indiana  pe r  c a p i t a  was $1.15. - 
71 Missouri onlv. Kansas per  c a p i t a  was $2.18. - 
81  Missour i  only. I l l i n o i s  per  c a p i t a  was $26.21. - 
9 /  Ohio only. Kentucky pe r  c a p i t a  was $30.61; Indiana  pe r  c a p i t a  was $1.15. 

1x1 Oregon only. Washington per  c a p i t a  was $40.92. - 
11/ Pennsylvania only. New Jersey per  c a p i t a  was $2.01. - 
*Less than $0.50. 

D i r e c t  
S t a t e  

Expendi- 
t u r e  

$ .97 

.97 

.97  
.97 

9.33 
5 / - 

18.98 
18.98 

24.49 
26.21 

1. 15 
3 0 . 6 6 ~  
57.42 

.24 
4.09 

16.11 
1.34 

32. 2 d 1  
32.2QJ 

2 .01 
2.01 

.62 

.62 

.62 
9.1521 
9.19 
9.19 

9.19 
27.4&!' 
22.7Q1 
22.75 
35.70 

22.72 
22.72 
22.72 
40.92 

4 .43 

Source: Compiled from va r ious  r e p o r t s  of  t he  Governments Divis ion,  U.S. Bureau of  t he  Census. 



TABLE A-14.--PER CAPITA LOCAL HIGHWAY EXPENDITURES, 37 LARGEST STANDARD METROPOLITAN STATISTICAL AREAS, 
AND PER CAPITA DIRECT STATE HIGWAY EXPENDITURES, 1964-1965 

SMSA 

Los Angeles, C a l i f o r n i a  
Long Beach, C a l i f o r n i a  
San Bernardino, Ca l i fo rn i a  
Rivers ide ,  Ca l i fo rn i a  
Ontar io ,  C a l i f o r n i a  

San Diego, Ca l i fo rn i a  
San F ranc i sco ,  C a l i f o r n i a  
Oakland, Ca l i fo rn i a  
Denver, Colorado 
Washington, D. C. 

Miami, F lo r ida  
Tampa, F lo r ida  
S t .  Petersburg ,  F lo r ida  
A t l an t a ,  Georgia 
Chicago, I l l i n o i s  

Ind i anapo l i s ,  Indiana 
Lou i sv i l l e ,  Kentucky-Indiana 
New Orleans ,  Louis iana  
Bal t imore ,  Maryland 
Boston, Massachuset ts  

D e t r o i t ,  Michigan 
Minneapolis,  Minnesota 
St .  Paul ,  Minnesota 
Kansas C i ty ,  Missouri-Kansas 
S t .  Louis,  M i s s o u r i - I l l i n o i s  

Newark, New J e r s e y  
Paterson,  New Jersey 
C l i f t on ,  New J e r s e y  
Pas sa i c ,  New J e r s e y  
Buffa lo ,  New'York 

New York, New York 
Rochester,  New York 
C inc inna t i ,  Ohio-Kentucky-Indiana 
Cleveland, Ohio 
Columbus, Ohio 

Dayton, Ohio 
Po r t l and ,  Oregon-Washington 
Ph i l ade lph i a ,  Pennsylvania-New J e r s e y  
P i t t sbu rgh ,  Pennsylvania 
Providence, Rhode I s l a n d  

D a l l a s ,  Texas 
Houston, Texas 
San Antonio, Texas 
Sea t t l e -Eve re t t ,  Washington 
Milwaukee, Wisconsin 

n.a.  = Data n o t  a v a i l a b l e .  

Local Government Expenditure 
Cen t r a l  

I I 
C i t y  

Govern- 
ment 

$12.58 
11.13 
16.04 
18.16 
n.a. 

11.88 
16.48 
22.50 
13.72 
60.02 

6.61 
19.72 
32.83 
12.23 
15.61 

8 .21  
9 .21 

14.64 
18.02 
13.74 

11.58 
15.77 
22.80 
10.06 
13.45 

3.24 
5.42 
5.48 
5.50 

10.31 

24.55 
17.28 
16.66 
16.74 
13.48 

27.93 
8.82 
9.68 
9.87 

13.67 

20.05 
12.33 
11.60 
20.18 
23.73 

D i r e c t  
County ~ r e a k '  S t a t e  

Cen t r a l  Out ly ing Counties Expendi- 
County County A County B County C County D t u r e  

11 May inc lude  amount f o r  one o r  more coun t i e s  f o r  which da t a  a r e  not  shown sepa ra t e ly .  - 
2/ Expenditure of  a l l  l o c a l  governments w i t h i n  county area .  - 
3/  Maryland coun t i e s .  - 
4 1  Vi rg in i a  coun t i e s .  - 
5 1  S t a t e  pe r  c a p i t a s  a s  follows: Maryland, $36.36; V i rg in i a ,  $64.08. - 
6 1  Kentucky only .  Indiana  pe r  c a p i t a  was $36.34. - 
7/ Missouri only. Kansas per  c a p i t a  was $36.34. - 
8 /  Missouri only. I l l i n o i s  pe r  c a p i t a  was $33.24. - 
9 1  Ohio only. Kentucky pe r  c a p i t a  was $59.60; Indiana  per  c a p i t a  was $36.34. 
13/ Oregon only. Washington per  c a p i t a  was $54.03. - 
11/ Pennsylvania only. New J e r s e y  per  c a p i t a  was $29.48. - 
Source: Compiled from va r ious  r e p o r t s  of t he  Governments Divis ion,  U. S. Bureau of t he  Census. 



TABLE A-15.--PER CAPITA UXAL POLICE EXPENDITURES, 37 LARGEST STANDARD METROPOLITAN STATISTICAL AREAS, 1964-1965 

SMSA 

Los Angeles, Ca l i fo rn ia  
Long Beach, Ca l i fo rn ia  
San Bernardino, Cal i fornia  
Riverside, Ca l i fo rn ia  
Ontar io ,  Ca l i fo rn ia  

San Diego, Ca l i fo rn ia  
San Francisco, Cal i fornia  
Oakland, Cal i fornia  
Denver, Colorado 
Washington, D. C. 

Miami, Flor ida 
Tampa, Flor ida 
S t .  Petersburg, Flor ida 
Atlanta ,  Georgia 
Chicago, I l l i n o i s  

Indianapol is ,  Indiana 
Lou i sv i l l e ,  Kentucky-Indiana 
New Orleans, Louisiana 
Baltimore, Mary land 
Boston, Massachusetts 

De t ro i t ,  Michigan 
Minneapolis, Minnesota 
S t ,  Paul,  Minnesota 
Kansas Ci ty ,  Missouri-Kansas 
St.  Louis, Missour i - I l l i no i s  

Newark, New Je r sey  
Paterson, New Je r sey  
C l i f ton ,  New Je r sey  
Passaic ,  New Je r sey  
Buffalo, New York 

New York, New York 
Rochester,  New York 
Cincinnat i ,  Ohio-Kentucky-Indiana 
Cleveland, Ohio 
Columbus, Ohio 

Dayton, Ohio 
Port  land, Oregon-Washington 
Phi ladelphia ,  Pennsylvania-New Jersey 
Pi t tsburgh,  Pennsylvania 
Providence, Rhode I s l and  

Dal las ,  Texas 
Houston, Texas 
San Antonio, Texas 
Seat t le-Everet t ,  Washington 
Milwaukee, Wisconsin 

SMSA 
~ o t a d  

$20.99 

13.24 

14.35 
18.18 

10.08 
18.60 

18.16 
11.52 

9.82 
18.51 

8.37 
9.16 

10.48 
18.94 
15.71 

16.05 
10.44 

12.75 
14.06 

20.62 
16.38 

14.34 

29.22 
9.89 

10.74 
14.44 
10.68 

8.32 
13.89 
13.72 
10.58 
12.00 

12.19 
10.08 
7.94 

12.94 
19.33 

Central  Ci ty  
Government 

Central  
County 

$21.66 

12.10 
15.04 

n.a. 

14.35 
26.69 
16.43 
14.14 
34.47 

19.99 
11.98 
11.03 
11.26 
20.83 

9.85 
10.05 
11.66 
26.67 
28.51 

18.94 
10.74 
12.22 
16.05 
27.68 

25.98 
16.45 

15.17 

33.63 
11.08 
13.16 
15.97 
11.32 

9.54 
18.70 
21.78 
13.31 
13.11 

13.07 
10.46 
8.00 

14.10 
21.35 

County  rea as?.' 
Outlying Counties 

County A County B County C County D 

n .a .  - Data not  ava i l ab le .  

1/ May include amount f o r  one o r  more counties f o r  which d a t a , a r e  not  shown sepa ra te ly .  - 
2 /  Expenditure of  a l l  l oca l  governments wi thin  county area .  - 
3/ I n  add i t ion ,  t he re  a r e  th ree  counties i n  New Jersey with per  cap i t a  amounts of $2,88, $11.92 and $8.41, respect ively  - 
*Located ou t s ide  S t a t e  i n  which c e n t r a l  c i t y  is located.  

Source: Compiled from var ious  r epor t s  of the  Governments Division, U.S. Bureau of t h e  Census. 



TABLE A-16.--PER CAPITA LOCAL FIRE EXPENDITURES, 37 LARGEST STANDARD METROPOLITAN STATISTICAL AREAS. 1964-1965 

SMSA 

LO8 Angeles, Ca l i fo rn i a  
Long Beach Ca l i fo rn i a  
San Bernardino, Ca l i fo rn i a  
Riverside. Ca l i fo rn i a  
Ontar io ,  Ca l i fo rn i a  

San Diego. Ca l i fo rn i a  
San Francisco,  Ca l i fo rn i a  
Oakland, Ca l i fo rn i a  
Denver, Colorado 
Washington, D. C. 

Miami, F lo r ida  
Tampa, F lo r ida  
St.  Petersburg,  F lo r ida  
At l an ta ,  Georgia 
Chicago, I l l i n o i s  

Indianapol is ,  Indiana 
Lou i sv i l l e ,  Kentucky-Indiana 
New Orleans ,  Louisiana 
Baltimore, Maryland 
Boston, Massachusetts 

De t ro i t ,  Michigan 
Minneapolis. Minnesota 
S t .  Paul,  Minnesota 
Kansas C i t y ,  Missouri-Kansas 
St .  Louis,  Mis sour i - I l l i no i s  

Newark, New Je r sey  
Paterson,  New Je r sey  
C l i f t o n ,  New Je r sey  
Passaic ,  New Je r sey  
Buffalo, New York 

New York, New York 
Rochester,  New York 
~ i n c i n n a t i  , Ohio-Kentucky-Indiana 
Cleveland, Ohio 
Columbus , Ohio 

Dayton, Ohio 
Por t land,  Oregon-Washington 
Phi ladelphia ,  Pennsylvania-New Jersey 
P i t t sbu rgh ,  Pennsylvania 
Providence, Rhode I s l a n d  

Dal las ,  Texas 
Houston, Texas 
San Antonio. Texas 
Sea t t l e -Eve re t t ,  Washington 
Milwaukee, Wisconsin 

SMSA 
~ o t a d '  

$11.54 

6.81 

7.22 
19.64 

7.77 
9.25 

8.91 
7.09 

6.16 
7.55 

6 .61 
5.94 
6.56 

11.20 
16.01 

7.86 
6.48 

8.99 
6.98 

13.84 
7.14 

10.66 

13.94 
7.57 
7.06 
8.69 
7.85 

5.24 
10.07 
5.61 
4.75 

11.13 

8.86 
6.80 
4 .40 
9.93 

11.86 

Cen t r a l  Ci ty  
Government County 

$12.17 

8.01 
4.88 
n.a.  

7.22 
23.77 
13.86 
10.92 
17.30 

8.91 
8.33 
5.79 
8.34 
8.47 

8.12 
6.09 
8.47 

16.49 
22.15 

9.01 
6.39 
9.11 

11.32 
12.23 

17.98 
10.63 

11.03 

15.96 
8.65 
8.76 
9.94 
8.40 

6.29 
11.94 
9.83 
6.09 

12.02 

9.70 
7.47 
4.47 

10.71 
13.44 

County ~ r e a z '  
Centra l  Out lying Counties 

County A County B County C County D 

n . a .  - Data no t  ava i l ab l e .  

1/ May include amount f o r  one o r  more count ies  f o r  which da t a  a r e  not  shown sepa ra t e ly .  - 
21 Expenditure of a l l  l o c a l  governments w i th in  county a rea .  - 
31  I n  add i t i on  the re  a r e  t h r e e  count ies  i n  New Je r sey  wi th  pe r  c a p i t a  amounts of $1.64, $5.42 and $3.47, r e spec t ive ly .  - 
*Located ou t s ide  S t a t e  i n  which c e n t r a l  c i t y  is located.  

Source: Compiled from var ious  r e p o r t s  of t h e  Governments Division, U.S. Bureau of t h e  Census. 



TABLE A-17.--COMMERCIAL AND INDUSTRIAL PROPORTION OF ASSESSED VALUATION 
OF LOCALLY ASSESSED REAL PROPERTY FOR THE CENTRAL CITY AND OUTSIDE 

CENTRAL CITY AREAS, 1962 

SMS A 

Los Angeles-Long Beach, California 
San Bernardino-Riverside-Ontario, California 
San Diego, California 
San Francisco-Oakland, California 
Denver, Colorado 

Washington, D.C. 
Miami, Florida 
Tampa-St . Petersburg, Florida 
Atlanta, Georgia 
Chicago, Illinois 

Indianapolis, Indiana 
Louisville, Kentucky-Indiana 
New Or leans, Louisiana 
Baltimore, Maryland 
Boston, Massachusetts 

Detroit, Michigan 
Minneapolis-St. Paul, Minnesota 
Kansas City, Missouri-Kansas 
St. Louis, Missouri-Illinois 
Newark, New Jersey 

Paterson-Clif ton-Passaic , New Jersey 
Buffalo, New York 
New York, New York 
Rochester, New York 
Cincinnati, Ohio-Indiana 

Cleveland, Ohio 
Columbus, Ohio 
Dayton, Ohio 
Portland, Oregon-Washington 
Philadelphia, Pennsylvania-New Jersey 

Pittsburgh, Pennsylvania 
Providence, Rhode Island 
Dallas, Texas 
Houston, Texas 
San Antonio, Texas 

Seattle, Washington 
Milwaukee, Wisconsin 

n.a. = Data not available. 
1/ Unweighted average of the outside central - 

and other outlying counties. 

Central City Central  it&/ 

city portions of the central county 

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

STATISTICAL METHODOLOGY 

Developing the Basic Fiscal Data 

The data for the analysis of the central city and outside central city 
fiscal behavior are derived from the Bureau of the Census report, Local Govern- 
ment Finances in Selected Metropolitan Areas in 1964-65 and from the raw data 
for individual local governments used to build up the aggregates appearing in 
that volume. To conform with the 1960 definitions of standard Metropolitan 
Statistical Areas the 38 areas covered in that report were reduced to 36 by 
(1) incorporating the Anaheim-Santa Ana-Garden Grove SMSA into the Los Angeles 
SMSA, and (2) by excluding the San Antonio SMSA because of the absence of de- 
tailed governmental finance data. All other SMSA's were made to conform with 
their 1960 boundaries. Finally, the two New England State Economic Areas were 
redefined in such a manner as to make Boston and Providence central cities of 
the areas involved. This involved only a minor adjustment in the case of Boston 
which comprises the bulk of Suffolk County, but it did require some fundamental 
changes in the case of Providence. 

The 1957 population data are derived from the same areal definitions as 
those used for 1964-65. The populations data are based on interpolations of the 
the 1950-1960 popuLation growth patterns, i.e., 1950 populations plus .7 of the 
1950-1960 growth for each SMSA. 

The basic data for central city and outside central city areas were 
derived, with modifications for definitional changes, from Local Government 
Finances in Standard Metropolitan Statistical Areas (1957 Census of Governments) 
and a Census study entitled Finances and Employment in Relation to Population, 
1957 (State and Local Government Special Studies No. 45). - 

The methodology used in this study follows the techniques developed by 
~razer* and Campbell and sacks*" in making central cityloutside central city 
comparisons. Where cities are coterminous with county boundaries or they have 
no overlying governments the allocation is purely mechanical; the central city 
and outside central city are handled as independent units. This procedure 
applies where the central city provides all--or nearly all--local government 
services (e.g., New York City, Baltimore, Boston, and Washington, D.C.), and 

* Harvey E. Brazer, City Expenditures in the United States (New York: Na- 
tional Bureau of Economic Research, Inc., 1959). 

Jr* Alan K. Campbell and Seymour Sacks, Metropolitan America: Fiscal Patterns 
and Governmental Systems (New York: The Free Press, 1967). 



also where there are overlying, but exactly coterminous, governments (e.g., San 
Francisco, Philadelphia, Denver, New Orleans and St. Louis). 

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

In order to attribute to each central city the relevant financial items 
of the county in which it is located and of any other overlying local governments 
(mainly school districts and special districts) it was necessary to secure under- 
lying Census survey forms and worksheet data for 1964-65. These were made avail- 
able to the Commission by the Governments Division, Bureau of the Census. For 
1957, such information was published in the 1957 Census of Governments. 

For those jurisdictions that are coterminous with the central city, the 
full financial amounts were attributed to the central city area. In the case of 
an overlying, but noncoterminous jurisdiction (e.g., a county) its fiscal behavior 
was allocated on the basis of the fraction of the total population of the over- 
lying population residing in the central city or central cities. The residual 
amount was allocated to the outside central city areas. As a result the weighted 
averages of the central city and outside central areas are equal to the SMSA per 
capita figures as published for 1964-65 and as directly implied by the county 
area aggregates for 1957. 

Generally, but not always, the allocation of fiscal responsibility in- 
volves noneducational expenditures. Occasionally there are noncoterminous school 
districts and/or districts providing higher education. The principal problems in- 
volve the allocation of county activities between the central city and outside 
central city areas. A comparison of tax behavior derived indirectly by this popu- 
lation allocation method, and directly from an analysis of tax rates indicates 
that our procedure does not introduce any systematic distortion into the data. 

The allocation procedure may be illustrated by an example, that of San 
Diego. Based on published reports, the city of San Diego had general expendi- 
tures of $59,053,000 in 1964-65. It reported no expenditures for education and 
a nominal amount for public welfare. Education is provided by the San Diego Uni- 
fied School District which reported expenditures of $70,449,000 for fiscal 1965. 
This amount was credited entirely to the central city area of San Diego. It was 
estimated that the city comprised 56.2 percent of San Diego County population; 
the central city area was therefore credited with $67,442,000 of the $120,003,000 
of the county's general expenditure. This added up to $194,943,000, or $307 (as 
reported in Table A-10) for each of the 636,000 persons estimated as residing in 
the city of San Diego in 1964. The remaining $170,001,000 was allocated to the 
outside central city area of the San Diego SMSA. With an estimated population o f  
495,000 this equalled $343 per capita. 

This was the general approach followed in the case not only of total 
direct general expenditures, but of educational expenditures, noneducational ex- 
penditures, taxes, and the sum of State and Federal aid. 



Weighted and Unweighted Averages 

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

Weighted average.--This is computed by dividing the sum of the absolute 
amounts by the sum of the populations. This procedure produces totals that give 
each resident of each area equal weight, with the result that the average does 
not take on the characteristics of either the large or the small SMSA's. 

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

Adjusting Outside Central City Income for the Rural Component 

Comparisons of social and economic characteristics between the central 
city and the remainder of an SMSA are distorted by the rural component of the out- 
side central city area. To compensate for the deflating effect of the lower in- 
come rural families on the average income outside the central city an adjustment 
factor was applied to raise this income figure to a level that would approximate 
the "urban fringe" concept used in the 1960 Census of Population. 

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

where, 

Adjusted average household income outside central city 

Average household income outside central city as computed 
from "Survey of Buying Power," Sales Management (see 
Table A-4) 

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

Rural farm median family income as percent of median 
family income in "other urban territory" in 1959 (average 
for all SMSA's) = 64.9 percent. 

* See page 43. 



The San Bernardino-Riverside-Ontario area provides a dramatic example of 
the deflating effect of the rural component. Based on 1964 incomes the central 
cities of that SMSA, when combined, had an average household income well in ex- 
cess of the outside central city area, $7,645 as compared to $6,685 (see Table 
A-4). However, a considerable portion of the area outside the central city was 
rural (38.9 percent in 1959). Adjusting for this large rural population and 
assuming that its median incorne.was 64.9 percent of that in the urban fringe in- 
creases the outside central city income to $7,742, slightly higher than that in 
the central cities (see Table A-5). Thus, where in 1959 the median family in- 
come in the urban fringe of the San Bernardino-Riverside-Ontario SMSA was 92.5 
percent of the median family income in the central cities, by 1964 the relation- 
ship had shifted slightly in the opposite direction (see Table A-5). 
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* Excerpts only  . 



FOREWORD 

Metropol i tan  a r e a s  a r e  o f t e n  c h a r a c t e r i z e d  a s  agglomerations of d e c l i n i n g  cen- 
t r a l  c i t i e s  surrounded by a  v a r i e t y  of suburban communities; some a f f l u e n t ,  o t h e r s  i n -  
d u s t r i a l  o r  commercial enc laves  and s t i l l  o t h e r s  middle c l a s s  bedrooms t o  the  c e n t r a l  
c i t y .  The q u a n t i t y  and q u a l i t y  of publ ic  s e r v i c e s  provided i n  t h e  i n d i v i d u a l  me t ropo l i -  
t a n  communities by numerous l o c a l  governmental u n i t s  a r e  s a i d  t o  d i f f e r  cons ide rab ly  
from one community t o  ano the r  because o f :  

0. D i s p a r i t i e s  i n  t h e  a b i l i t y  t o  f inance  pub l i c  s e r v i c e s ;  and 

0 D i s p a r i t i e s  i n  the  na tu re  and i n  the  needs o f  t h e  popula t ion  t o  be 
served.  

I n  f a c t ,  not  a l l  me t ropo l i t an  a r e a s  a r e  b e s e t  by t h e  k i n d s  o f  d i s p a r i t i e s  de- 
s c r i 6 e d  above. Furthermore,  some me t ropo l i t an  a r e a s  i n  which such d i s p a r i t i e s  e x i s t  now 
may be moving toward a  l e s s  d i s p a r a t e  s i t u a t i o n ,  whi le  i n  o t h e r  a r e a s  d i s p a r i t i e s  may be 
developing o r  they  may be becoming more pronounced. 

Because t h e r e  e x i s t s  g r e a t  i n t e r s t a t e  and i n t r a s t a t e  d i v e r s i t y  on these  c o u n t s ,  
t he  Commission made a  dozen case  s t u d i e s  of me t ropo l i t an  f i s c a l  d i s p a r i t i e s  a s  an i n t e -  
g r a l  p a r t  of  i t s  gene ra l  s tudy  of "F i sca l  Balance i n  t h e  American Federa l  System." 

The dozen SMSA's s e l e c t e d  f o r  s tudy provide geographic r e p r e s e n t a t i o n  and a  
range of popula t ion  s i z e s .  I n  t h e  aggregate  the  group i s  l a r g e  enough t o  permit  i n f e r -  
ences  on t h e  d i f f e r e n t i a l  e f f e c t s  t h a t  can flow from a  v a r i e t y  of S t a t e  f i s c a l  p o l i c i e s ,  
governmental s t r u c t u r e s  and intergovernmental  r e l a t i o n s h i p s .  

The case  s t u d i e s  had t h r e e  o b j e c t i v e s :  (1)  t o  determine t h e  e x t e n t  and na tu re  
o f  f i s c a l  d i s p a r i t i e s  among j u r i s d i c t i o n s  w i t h i n  me t ropo l i t an  a r e a s ;  ( 2 )  t o  a s c e r t a i n  
t h e  e f f e c t  t h a t  v a r i o u s  S t a t e  and l o c a l  p o l i c i e s  ( e q u a l i z a t i o n ,  t a x a t i o n ,  annexa t ion ,  
i n c o r p o r a t i o n ,  c o n s o l i d a t i o n ,  zoning,  e t c . )  have had on t h e  format ion  and t r e n d  of t h e s e  
f i s c a l  d i s p a r i t i e s ;  and ( 3 )  t o  e v a l u a t e  the  e f f e c t i v e n e s s  and f e a s i b i l i t y  of v a r i o u s  
S t a t e  and Nat ional  po l i cy  a l t e r n a t i v e s  designed e i t h e r  t o  minimize i n t r a - m e t r o p o l i t a n  
f i s c a l  d i s p a r i t i e s  o r  t o  compensate f o r  them. 

Dominating t h e  p i c t u r e  i n  t h e  i n d i v i d u a l  me t ropo l i t an  a r e a s  i s  t h e  r o l e  of t h e  
S t a t e s - - p a s t ,  p re sen t  and f u t u r e .  S t a t e s  no t  only  e s t a b l i s h  t h e  genera l  framework of  
l o c a l  governmental o r g a n i z a t i o n ,  but  a s  has  been recognized throughout t h i s  s tudy  they 
a s s i g n  expendi ture  and t a x  r e s p o n s i b i l i t y  and provide a i d .  These were r e f l e c t e d  i n  t h e  
major d i f f e r e n c e s  between c e n t r a l  c i t y  and o u t s i d e  c e n t r a l  c i t y  a r e a s ,  but  t hey  a r e  even 
more c l e a r l y  ev iden t  when l o c a l  governments o u t s i d e  t h e  c e n t r a l  c i t i e s  a r e  analyzed i n  
d e t a i l .  

The meaning of d i s p a r i t i e s - - f i s c a l ,  s o c i a l ,  economic, e t c . - - i s  c l e a r l y  a  func- 
t i o n  of t he  S t a t e - e s t a b l i s h e d  u n i t s  of  government. Thus, each o f  t h e  s t u d i e s  has  found 
i t  e s s e n t i a l  t o  i n d i c a t e  t h e  n a t u r e  o f  t h e  governmental systems involved.  

I n  doing t h i s ,  t h e  s t u d i e s  underscore t h e  f a c t  t h a t  t h e r e  i s  g r e a t  v a r i a t i o n  i n  
t h e  way c i t i e s  b r idge  t h e  gap between needs and resources .  With l i t t l e  o r  no S t a t e  a i d ,  



shared S t a t e  t axes  o r  l o c a l  nonproperty t a x  sources ,  New J e r s e y  c i t i e s  make heavy use  of 
the  proper ty  t ax .  L o u i s v i l l e  and o t h e r  Kentucky c i t i e s ,  i n  c o n t r a s t ,  have been given 
access  t o  t h e  ea rn ings  t a x .  C a l i f o r n i a  l o c a l i t i e s  can piggyback a  l o c a l  supplement onto  
t h e  S t a t e  s a l e s  t a x .  

I n  some met ropo l i t an  a r e a s  t h e r e  a r e  g r e a t e r  d i s p a r i t i e s  between publ ic  s e r v i c e  
l e v e l s  w i t h i n  t h e  c i t y ,  perhaps wider than those  between t h e  c e n t r a l  c i t y  and suburban 
j u r i s d i c t i o n s .  The Los Angeles s tudy f o r c e f u l l y  d r i v e s  t h i s  po in t  home. 

By and l a r g e  the  c e n t r a l  c i ty-suburban expendi ture  d i f f e r e n c e s  stem from t h e  
f a c t  t h a t  t he  core  c i t i e s  gene ra l ly  must devote more of t h e i r  r e sources  t o  pover ty- l inked 
publ ic  s e r v i c e s  whi le  suburban a r e a s  spend more f o r  pub l i c  educat ion and r e c r e a t i o n .  
Although S t a t e  a s s i s t a n c e  wi th  t h e  we l fa re  load gene ra l ly  runs  i n  f avor  of t h e  c e n t r a l  
c i t y ,  t h e  more s i g n i f i c a n t  S t a t e  investment i n  educat ion a l l  too  f r equen t ly  i s  d i s t r i b -  
u t ed  pe rve r se ly  r e l a t i v e  t o  need--the suburbs g e t  more educat ional  a i d  per c a p i t a  than 
t h e  c e n t r a l  c i t y .  Milwaukee i s  t h e  c l a s s i c  example. 

Heavy use  of t h e  proper ty  t a x  i n  co re  c i t i e s - - t o  suppor t  not  only  educat ion but 
t h e  v a r i e t y  of  o t h e r  s e r v i c e s  e s s e n t i a l  t o  make urban l i v i n g  t o l e r a b l e - - s t a n d s  ou t  a s  
counterproduct ive  t o  t h e  t a s k  of renewing t h e  c i t y ' s  aging s t r u c t u r e s .  C i t i e s  such a s  
Boston, a s  t h a t  s tudy p o i n t s  o u t ,  have had t o  c h a r t  a  course  around t h e  proper ty  t a x  
shoal  i n  s t r i v i n g  t o  change t h e i r  func t ion  from a  c e n t e r  f o r  b lue  c o l l a r  employment t o  
one of  providing whi te  c o l l a r  employment. Th i s  change i n  dominant occupat ion,  however, 
o f f e r s  l i t t l e  o r  no r e l i e f  f o r  the  inc reas ing  number of  t h e  u n s k i l l e d  and poorly-educated,  
c l u s t e r i n g  i n  the  c e n t r a l  c i t y .  

The wisp of  ano the r  c loud has  c r e p t  a c r o s s  t h e  me t ropo l i t an  a r e a  landscape.  The 
o l d e r  suburban communities a r e  t ak ing  on p h y s i c a l ,  s o c i a l  and economic c h a r a c t e r i s t i c s  
s i m i l a r  t o  t h e  c e n t r a l  c i t y ' s ,  a s  the  Chicago, Cleveland,  Buffa lo  and New Jersey s t u d i e s  
show. Thus, t h e  suburbs a r e  n e i t h e r  uniformly a f f l u e n t  nor  f r e e  of f i s c a l  woes. I n  
f a c t ,  d i s p a r i t i e s  among suburban j u r i s d i c t i o n s  may be both g r e a t e r  i n  magnitude and i n -  
t e n s i f y i n g  a s  r a p i d l y  a s  t h e  c e n t r a l  c i t y - o u t s i d e  c e n t r a l  c i t y  d i f f e r e n c e s .  

It would be h a s t y  judgment t o  conclude from these  man i fes t a t ions  of  f i s c a l  i m -  
ba lance  t h a t  t h e  pooling of resources  i n  a  me t ropo l i t an  a r e a  o f f e r s  t h e  only  hope f o r  
r e s t o r i n g  f i s c a l  v i g o r  t o  c e n t r a l  c i t i e s  and s u f f e r i n g  o l d e r  suburbs.  A l l  t h e  l o c a l  r e -  
sources  i n  some p l a c e s  might s t i l l  not s u f f i c e  t o  meet publ ic  needs. By c a p i t a l i z i n g  
on t h e  f e d e r a l  sys tem's  undoubted capac i ty  t o  adapt a  v a r i e t y  of f i s c a l  and program tech-  
n iques  t o  s p e c i f i c  s i t u a t i o n s  t h e r e  i s  cons ide rab le  hope t h a t  ba lance  on t h e  me t ropo l i t an  
f i s c a l  f r o n t  can be r e s to red .  

The Commission has  had t o  s e l e c t  t he  more s a l i e n t  p a r t s  of many of t h e  s t u d i e s  
f o r  p u b l i c a t i o n  i n  t h i s  r e p o r t ,  because of l i m i t a t i o n s  of funds and space.  Each of t h e  
geographic a r e a s  i s ,  however, represented by one v i r t u a l l y  complete s tudy.  Excerpts  
have been drawn from s t u d i e s  of  t h e  o t h e r  c i t i e s .  I t  has  not been poss ib le  t o  inc lude  
a l l  of  t h e  data  r e f e r r e d  t o  i n  t h e  exce rp t s .  The complete r e p o r t  f o r  each of t h e  SMSA'S 
i s  a v a i l a b l e  i n  t h e  l i b r a r y  of t h e  Commission and i n  t h e  Department of Housing and Urban 
Development, which helped t o  f inance  t h e  in-depth  case  s t u d i e s .  

The conclus ions  and recommendations i n  t h e  case  s t u d i e s  a r e  those  of t h e  i n d i -  
v i d u a l  au thor s  and do not  n e c e s s a r i l y  r e f l e c t  those  of e i t h e r  t h e  Advisory Commission 
on Intergovernmental  Re la t ions  o r  t h e  Department of  Housing and Urban Development. 
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Centra l  Outside 
Maior F i s c a l  D i s p a r i t i e s .  1965 Ci tv  Centra l  C i ty  

Per c a p i t a  S t a t e  and Federal a i d  $190 $ 61 

Per  c a p i t a  revenue from taxes  226 165 

Per  cap i t a  educat ional  expenditure 72 104 

Per c a p i t a  noneducational expenditure 310 135 

I Tota l  estimated population, 1964 (thousands) 6  70 2,507 

The f i r s t  s i z a b l e  c i t y  i n  America demonstrates the  renewing e f -  
f e c t  of a  s h i f t  i n  a c t i v i t y .  The Hub of the Universe (so named, wi th  
Yankee r e s t r a i n t ,  i n  the  nineteenth century)  had become hollow, a s  manu- 
fac tu r ing  and employment leaked away t o  the  r i m ,  leaving the  c e n t r a l  c i t y  
wi th  high cos t  c i t i z e n s  and shrunken t a x  base. Even i t s  h i s t o r i c  t e x t i l e  
indus t ry  had departed t o  the  low labor  cos t  southern S ta tes .  

But a  s u r p r i s i n g  new growth has l a t e l y  appeared--research and 
e l e c t r o n i c s  i n d u s t r i e s  around the beltway, and expansion of  business ,  
government and se rv ice  a c t i v i t i e s  i n  the  densely populated inner  a reas .  
One-half of a l l  the  o f f i c e  bui ldings  i n  the  a rea  have gone up i n  the  cen- 
t r a l  c i t y .  

A t  present ,  however, Boston cont inues  t o  e x h i b i t  a l l  of the  
c l a s s i c  symptoms of f i s c a l  d i s t r e s s .  I t s  f u t u r e  f i s c a l  h e a l t h  i s  s t i l l  
dependent on i t s  resurgence a s  a  f o c a l  point  f o r  the  a r e a ' s  economic ac-  
t i v i t y  and S t a t e  and Federal f i n a n c i a l  a id .  
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INTRODUCTION 

Since t h e  end of World War 11, the  Boston Metropolitan Area has ,  i n  a sense ,  
been experiencing the  bes t  of both worlds: a r e l a t i v e  dec l ine  i n  i t s  share  of those  
lower wage, lower p roduc t iv i ty  i n d u s t r i e s  experiencing l e s s e r  growth n a t i o n a l l y - - t e x t i l e s  
and leather--and s i g n i f i c a n t  growth i n  those more dynamic a c t i v i t i e s  undergoing g r e a t e r  
expansion i n  t h e  economy a s  a whole--instruments and e l e c t r o n i c s ,  machinery and t ranspor-  
t a t i o n  equipment, h igher  education, medical se rv ice ,  f inance and insurance, and recrea-  
t i o n  and tourism. A s  a consequence, t h e  Boston Metropolitan Area 's  l e s s e r  growth i n  
population has been accompanied by one of the  h ighes t  r a t e s  of growth i n  per  c a p i t a  
income, r e f l e c t i n g  t h e  upgrading of jobs,  labor  fo rce ,  p roduc t iv i ty  and manpower 
c a p a b i l i t i e s .  

Within t h i s  o v e r a l l  p i c t u r e ,  however, the  experLence of the  Ci ty  of Boston, and 
i t s  surrounding metropol i tan r i n g ,  have been q u i t e  d i s t i n c t .  Boston has been los ing  
population and employment s i n c e  a t  l e a s t  1950, wi th  t h e  outward flow of manufacturing 
and t rade ,  and t h e  egress  of middle and upper income r e s i d e n t s .  Boston has been l e f t  
wi th  the  bulk of the  poor, t h e  l a r g e r  p a r t  of the  a rea ' s  substandard housing, and a d i s -  
proport ionate  share  of the  a r e a ' s  e l d e r l y .  Boston, i n  e f f e c t ,  has been l e f t  wi th  t h e  
metropol i tan a r e a ' s  more c o s t l y  c i t i z e n r y ,  i n  terms of the  need f o r  the  provis ion of 
se rv ices  and f a c i l i t i e s .  

In-depth s t u d i e s  of t h e  f u t u r e  of t h e  Boston Regional Area have recen t ly  been 
made by t h e  Boston Metropolitan Area Planning Council. They throw s i g n i f i c a n t  l i g h t  on 
the  i n t e r r e l a t i o n  of prospect ive  economic-industrial-urban growth f o r  the  Boston Area a s  
a whole and i ts  c e n t r a l  c i t y  and ou t s ide  c e n t r a l  c i t y  communities. These s t u d i e s ,  
looking ahead t o  1975 and 1990, envisage a Boston Regional Area one- thi rd  l a r g e r ,  i n  
terms of population, with per c a p i t a  income l e v e l s  almost doubling by 1990, a s  the  p a s t  
decade's upgrading of indus t ry  s t r u c t u r e  and jobs continues over t h e  next  q u a r t e r  
century.  

Even with  a slower prospect ive  population growth than t h a t  of the  na t ion  a s  a 
whole, the  Boston Regional Area is expected t o  experience very s u b s t a n t i a l  growth and 
change i n  t h e  s t r u c t u r e  of i t s  economy, and i n  t h e  i n t r a - a r e a  l o c a t i o n  of employment, 
population and res idence.  The Core Area, comprising the  C i t i e s  of Boston, Brookline, 
Cambridge, Evere t t ,  Somerville,  and Chelsea, i s  expected t o  continue t o  l o s e  populat ion 
and employment, wi th  a l l  and more of the  increment i n  employment and populat ion going 
t o  the  ou te r  r ings  of the  Boston Area, i n  response t o  the  changing s t r u c t u r e  and loca- 
t i o n  p a t t e r n s  of industry ,  and r i s i n g  incomes and res idence loca t ion  preferences  of t h e  
population. Nevertheless,  t h e  Core Area i s  experiencing a r e v i v a l ,  even with  i t s  
dec l in ing  population dens i ty ,  a s  the  expansion of s e r v i c e  a c t i v i t i e s  spurs  an ambitious 
renewal program, and t h i s  may be expected t o  continue. 

These p o t e n t i a l  prospects  f o r  the  economic v i a b i l i t y  of the  C i t y  of Boston, how- 
ever,  w i l l  be highly s e n s i t i v e  t o  t h e  poss ib le  amel iorat ion of g l a r i n g ,  c r i t i c a l  f i s c a l  
d i s p a r i t i e s  now confronting t h i s  c e n t r a l  c i t y  i n  i ts  r e l a t i o n s h i p  wi th  i t s  metropol i tan 
r i n g  communities. I n  a s t a t e  wi th  70 percent  of its revenues flowing from t h e  proper ty  
t ax ,  60 percent  of Boston's r e a l  proper ty  i s  t a x  exempt. I n  the  framework of a popula- 
t i o n  and l abor  f o r c e  no longer growing, economic growth prospects  and t h e  f i s c a l  capa- 
c i t y  of the  Ci ty  of Boston w i l l  be severe ly  constra ined,  even with  the  changing economic 
s t r u c t u r e  of i t s  economy and t h e  upgrading of jobs and income t h a t  may be expected t o  
accompany t h e  growth of business ,  personal  and government s e r v i c e  a c t i v i t i e s ,  a s  manu- 
fac tu r ing  and t r a d e  continue t o  move ou t .  I n  c o n t r a s t  wi th  a l imi ted  hor izon of revenue 
growth, pub l ic  expenditure needs of the  Ci ty  of Boston, a l ready  overwhelmed by ou t l ays  
f o r  h e a l t h ,  we l fa re  and s a f e t y ,  allowing l e s s  than adequate margins f o r  education, t r ans -  
p o r t a t i o n ,  and housing, a r e  soa r ing  a s  t h e  Ci ty  of Boston cont inues  t o  provide f o r  t h e  
bulk of the  Area's poor, needy, and disadvantaged, and as  s tandards  of pub l ic  s e r v i c e  
f o r  s o c i a l  welfare  r i s e .  To f u l f i l l  the  p o t e n t i a l  f o r  the  v i a b i l i t y  of t h e  Ci ty  of 
Boston economy, i n  these  circumstances,  would requ i re  measures a t  t h e  s t a t e  and n a t i o n a l  



l eve l  to  redress ,  i n  pa r t ,  the f i s c a l  and economic d i spa r i t i e s  present ly confronting the  
City of Boston. 

Communities i n  the metropolitan r ing  around the City of Boston include an inner 
core of c i t i e s  and towns with prospects and problems s imi la r  t o  t ha t  of Boston, as well 
a s  i ndus t r i a l  and e s t a t e  enclaves, and bedroom cownunities, but self-contained communi- 
t i e s  experiencing population and economic growth and an expanding f i s c a l  base predominate. 
These communities, whice w i l l  absorb most of the a rea ' s  new and expanding manufacturing 
and t rade  ac t i v i t y ,  population, employment and economic growth i n  the next quarter  cen- 
tury, have a growing revenue base. This growth may not be adequate t o  public expenditure 
needs, however. For these commnities,  public expenditure requirements fo r  new school 
and water system out lays and other cap i t a l  f a c i l i t i e s  l i m i t  resources dedicated t o  
s t r e e t s  and highways, welfare and public safety.  For these communities, t h e i r  growing 
revenue base i s  not adequate f o r  present and fu ture  public expenditure requirements, 
pointing t o  t he  need for  new forms of f i s c a l  support a t  the s t a t e  and nat ional  l eve ls .  

I n  e f f ec t ,  both the  mature and the growing communities of the Boston Metropoli- 
tan Area face prospects of growth i n  f i s c a l  capacity subs tan t ia l ly  short  of present and 
fu ture  needs, though the problem of the  City of Boston i s  c r i t i c a l .  For the  mature 
communities, the  problem i s  one of shrinkage of the  tax base, i n  the  face of expanding 
hea l th ,  welfare ,  sa fe ty  and housing expenditure needs, and the unrequited provision of 
cen t r a l  c i t y  services  t o  metropolitan r ing communities. For the  growing cormunities i n  
Boston's metropolitan r ing,  the  expanding requirements fo r  schools,  water and other  
public f a c i l i t i e s  l im i t s  expenditures f o r  urgent needs, even i n  the  framework of a 
growing f i s c a l  capacity. Thus over and above the  amelioration of intergovernmental f i s -  
c a l  d i spa r i t i e s ,  loca l  communities need an expanded flow of resources from s t a t e  and 
local  governments. 

I .  RECENT GROWTH AND FUTURE PERSPECTIVES FOR THE BOSTON METROPOLITAN AREA 
ECONOMY: THE CONTEXT FOR INTERCOMKUNITY SOCIOECONOMIC DISPARITIES 

Upgrading of t he  Boston Metropolitan Area Economy, 
Postwar Experience and Future Perspectives 

Intergovernmental f i s c a l  d i spa r i t i e s  of the  Boston Metropolitan Area, and the  
c r i t i c a l  f i s c a l  s i t ua t i on  of the City of Boston, and i ts  poten t ia l  amelioration, a r e  
best  examined i n  t he  s e t t i n g  of recent growth and fu ture  perspectives of the  Boston 
Metropolitan Area Economy, and the  socioeconomic d i spa r i t i e s  between i t s  c en t r a l  c i t y  
and t he  surrounding metropolitan r ing.  

I n  the  context of a slower postwar population growth, i n  comparison with t he  
nat ion as  a whole, the Boston Metropolitan Area has experienced a more rapid r i s e  i n  per 
cap i ta  income, re f lec t ing  a fundamental transformation of i ndus t r i a l  s t r uc tu re  and up- 
grading of the  labor force.  As a consequence, per cap i ta  income leve ls  i n  the Boston 
Metropolitan Area a r e  r i s i n g  f a s t e r  and a r e  subs tan t ia l ly  higher than t ha t  f o r  the  
nat ion as a whole. From 1950 to  1962, population growth of t he  Boston Metropolitan Area, 
a t  11 percent,  was l e s s  than half  t h a t  f o r  t he  nat ion as a whole (Table 1 ) .  Per cap i ta  
personal income of t he  Boston Area, i n  cont ras t ,  already a t  a higher leve l  than the  
nat ion 's  i n  1950, expanded its r e l a t i v e  r a t e  of growth, and, i n  1962, exceeded tha t  of 
the  nat ion by one-£if th .  

For the  fu ture ,  i n  the  context of an expanding na t iona l  economy, the  Boston 
Metropolitan Area is expected t o  continue t o  have a superior  l eve l  of per cap i ta  per- 
sonal income, i n  r e l a t i on  t o  the  country a s  a whole, s ignifying fur ther  improvement of 
industry mix and product ivi ty  leve ls  (Table 1 )  .A1 This improved qua l i t y  of the Boston 

11 See a l so  Economic Base and Population Study, Volumes I. 11, and 111, Boston Metro- - 
pol i tan  Area Planning Council, Boston, Mass., 1967. 



TABLE 1.--GROWTH IN POPULATION AND PER CAPITA PERSONAL INCOME, 
RECENT AND PROSPECTIVE, FOR THE UNITED STATES AND THE 

BOSTON STANDARD METROPOLITAN STATISTICAL AREA 

1950 

United States 

Population (millions) $15i. 2 
Personal income (billions) 226.2 
Per capita personal income 1,496 

Boston S M S ~ /  

Population (thousands) 3,062 
Personal income (millions) $5,119 
Per capita personal income $1,672 

Percent Change 
1962 1975 1950-1962 1962-1975 

11 Includes all of the counties which form Boston SMSA. - 
21 NPA projections adjusted to county basis. - 

Source: "Personal Income in Metropolitan Areas: A New Series," Article by Robert E. 
Graham, Jr., and Edwin J. Coleman, Appearing in Survey of Current Business, 
May 1967, U.S. Department of Commerce, Office of Business Economics, Washing- 
ton, D.C.; Economic and Demographic Projections for 224 Metropolitan Areas, 
National Planning Association, Center for Economic Projections, Washington, 
D.C., May 1967. 



Area economy, expected over t h e  next  10 t o  25 yea r s ,  would be consonant wi th  a continued 
l e s s e r  popula t ion growth r a t e .  

Transformation of I n d u s t r i a l  S t ruc tu re  

The key t o  t h i s  favorable  postwar experience and outs tanding f u t u r e  expecta- 
t i o n ,  has been a b a s i c  t ransformat ion of the  Boston Area economy involving t h e  emergence 
of dynamic growth i n d u s t r i e s  which more than o f f s e t  the  l o s s  of o l d e r ,  slower growing 
a c t i v i t i e s  t o  o the r  regions .  The Boston Area's  l o s s  of lower wage, lower p roduc t iv i ty  
t e x t i l e  and l e a t h e r  a c t i v i t y  t o  o t h e r  regions  wi th  more modern p l a n t  and more s u i t a b l e  
market l inkages  has been more than compensated f o r  by t h e  expansion of h igher  wage and 
higher  p roduc t iv i ty  i n d u s t r i e s ,  including machinery, h igher  education,  insurance,  i n s t r u -  
ments, t r a n s p o r t a t i o n  equipment, r e c r e a t i o n ,  tourism and o t h e r  s e r v i c e s .  Between 1947 
t o  1963, f o r  example, t e x t i l e s  f e l l  from f i r s t  t o  four teen th  p l a c e  among t h e  Boston 
Area's  export  a c t i v i t i e s  ranked by employment s i z e ,  and employment i n  t h e  l e a t h e r  indus- 
t r y  f e l l  by one- thi rd .  I n  c o n t r a s t ,  e l e c t r i c a l  machinery, h igher  education and insur -  
ance,  r o s e  from t h i r d ,  n i n t h  and seventh p lace ,  i n  1947, t o  f i r s t ,  second and t h i r d  
p lace ,  i n  1963 (Table 2 ) .  For t h e  f u t u r e ,  based on the  s p e c i a l  endowments and improved 
q u a l i t i e s  of i t s  labor  f o r c e ,  these  and o t h e r  s e r v i c e  a c t i v i t i e s  of t h e  Boston Metropol- 
i t a n  Area a r e  expected t o  c o n t r i b u t e  t o  mainta in  t h e  ~ r e a ' s  l ead  i n  per  c a p i t a  income 
and p roduc t iv i ty  l e v e l s  of t h e  n a t i o n .  

Boston's Population Loss Midst t h e  Area 's  Popula t ion Growth 

A t  t h e  h e a r t  of t h i s  a rea ,  however, t h e  postwar experience and f u t u r e  prospects  
f o r  t h e  C i t y  of Boston a r e  s u b s t a n t i a l l y  d i f f e r e n t ,  and these  socioeconomic d i f f e r e n c e s  
a r e  aggravated by se r ious  intergovernmental  f i s c a l  d i s p a r i t i e s .  ~ o s t o n ' s  postwar 
experience has  been one of l o s s  of popula t ion and employment and lower l e v e l s  of per  
c a p i t a  income, a t  t h e  same time t h a t  i t  is  saddled wi th  t h e  bulk of t h e  metropol i tan  
a r e a ' s  poor f a m i l i e s  and substandard housing, and a d i sp ropor t iona te  sha re  of t h e  a r e a ' s  
e l d e r l y  and l e s s  well-educated.  For t h e  f u t u r e ,  a l l  of the  Boston Area's  n e t  inc rease  
i n  popula t ion and employment is  expected t o  go t o  the  o u t s i d e  c e n t r a l  c i t y  suburban 
r i n g ,  i n  l i n e  wi th  t h e  outward flow of manufacturing and t r a d e ,  and i n  accordance wi th  
t h e  res idence loca t ion  preference assoc ia ted  wi th  expanding income l e v e l s  and t h e  
younger age of household heads (Tables 3 and 8) .  Recent experience and f u t u r e  prospects  
f o r  the  expansion of government, business  and s e r v i c e  a c t i v i t y  employment, never the less ,  
suggest  t h e  p o t e n t i a l  v i a b i l i t y  of the  C i ty  of Boston economy, i f  new Federal ,  S t a t e  
and l o c a l  i n s t i t u t i o n a l  arrangements could a l l e v i a t e  p resen t  f i s c a l  d i s p a r i t i e s .  

Boston's Share of t h e  Area's  Disadvantaged Ci t i zenry  

I n  1960, t h e  C i ty  of Boston had an inord ina te  s h a r e  of t h e  metropol i tan  a r e a ' s  
u n s k i l l e d  workers, unemployed, low income fami l i e s ,  e l d e r l y ,  Negroes, and substandard 
housing u n i t s .  A t  t h e  same time, wi th  a d i sp ropor t iona te ly  l a r g e r  sha re  of t h e  a r e a ' s  
problem people,  and smal le r  sha re  of the  a r e a ' s  well-to-do f a m i l i e s ,  i t  provided t h e  
"place-of-work" of almost h a l f  of the  a r e a ' s  jobs ,  an a d d i t i o n a l  unrequi ted s e r v i c e  
burden. A v iv id  c ross - sec t ion  of the  socioeconomic d i s p a r i t i e s  between t h e  C i t y  of 
Boston and i t s  surrounding metropol i tan  r i n g  i s  por t rayed i n  t h e  1960 Censuses of 
Popula t ion and Housing (Table 4 ) .  This 1960 c ross - sec t ion  i l l u s t r a t e s  ~ o s t o n ' s  l a r g e  
s h a r e  of high c o s t  c i t i z e n r y ,  i n  terms of requirements f o r  we l fa re  and s o c i a l  s e r v i c e s .  
I n  t h a t  y e a r ,  t h e  C i t y  of Boston, wi th  some one-fourth of the  metropol i tan  a r e a  popula- 
t i o n ,  accounted f o r  almost two-f i f ths  of t h e  a r e a ' s  unemployed. ~ o s t o n ' s  l abor  f o r c e  
was l e s s  s k i l l e d ,  conta ining more than one- thi rd  of t h e  a r e a ' s  s e r v i c e  workers and 
l a b o r e r s .  ~ o s t o n ' s  f ami l i e s  had lower l e v e l s  of income. Median household income i n  
Boston was one-fourth lower than t h a t  i n  t h e  metropol i tan  a rea  a s  a whole. Boston 
fami l i e s  wi th  incomes of l e s s  than $3,000 made up two-f i f ths  of t h e  a r e a  t o t a l  i n  t h a t  
c l a s s ,  whi le  those  wi th  incomes of more than $15,000 comprised only  one-eighth of t h e  



TABLE 2.--POSTWAR AND PROJECTED CHANGE IN THE STRUCTURE OF THE 
GREATER BOSTON REGIONAL PLANNING AREA, 1947-1963-1980 

Employment 
1947 1963 1980 

--------- (thousands)--------- 

Principal export activities 

Electrical machinery 40.2 
Private education 16.2 
Insurance carriers 20.4 
Nonelectrical machinery 32.5 
Leather Products 42.5 

Federal Government defense-space 21.6 
Rubber products 21.7 
Instruments 17.4 
Miscellaneous manufactures 5.9 
Paper products 15.4 

Miscellaneous services 5.2 
Transportation equipment 6.1 
Food products 16.1 
Textile products 48.4 

Other export activities . 61.0 

Local market activities 745.3 

Total employment 1,137.5 

Rank 
1947 1963 1980 - - - 

Source: Analyses of the Boston Metropolitan Area Planning Council, appearing in article 
entitled "Forecasting Economic Growth for Eastern Massachusetts," by Frederick 
Bell, New England Business Review, August 1966, Federal Reserve Bank of Boston. 



TABLE 3. --POPULATION, BOSTON METROPOLITAN AREA AND THE CITY OF BOSTON 

Percent Change 
1950 1960 1965 1950-1960 1960- 1965 

BostonMetropolitanArea 2,414.4 2,595.5 2,676.0 +7.5% +3.1% 

City of Boston 724.7 697.2 616.3 -3.8 -11.6 

Source: The Commonwealth of Massachusetts, The Decennial Census. 1965, Boston; Current 
Population Reports, Population Estimates, Estimates of the Population of Stan- 
dard Metropolitan Statistical Areas: July 1, 1965, U.S. Bureau of the Census, 
Series P-25, No. 371, Washington, D.C., August 14, 1967; Current Population 
Reports, Technical Studies, Standard Metropolitan Statistical Areas in the 
United States as Defined on May 1, 1967, with Population in 1960 and 1950, U.S. 
Bureau of the Census, Series P-23, No. 23, Washington, D.C. , October 9, 1967. 



TABLE &.--SOCIOECONOMIC CHARACTERISTICS OF THE CITY OF BOSTON 
IN COMPARISON WITH THE BOSTON METROPOLITAN AREA AS A WHOLE 

City 
Boston As Percent of 

City SMSA SMSA 

1960 population 697,197 2,589,301 26.9% 

Labor force 191,373 694,848 27.5 
Employment 172,248 652,620 26.4 
Service workers and laborers 46,528 127,555 36.5 

Unemployed 4,669 12,303 38.0 
Place of work 409,378 920,198 44.5 

Negro population 63,165 77,781 81.2 
Median income (households), 1959 $ 4,264 $ 5,537 77.0 
Families with incomes of-- 
Less than $3,000 in 1959 $27,539 $71,008 38.8 
More than $15,000 in 1959 $ 5,445 $45,668 11.9 

Substandard housing units 
Persons over 65 years 

Source: U.S. Censuses of Population and Housing: 1960. Final Report, PHC (11-18, Cen- 
sus Tracts, Boston, Massachusetts Standard Metropolitan Statistical Area, U.S. 
Bureau of the Census, Washington, D.C. 



area  famil ies  i n  t h i s  category. I n  1960, Boston had more than half  of t h e  a r e a ' s  sub- 
standard housing u n i t s ,  and one-third of the  a rea ' s  population 65 years  of age and over.  

Boston's educational system is no t  adequately geared to  break the  cyc le  of low 
sk i l l s - low income-poverty-poor education. One-third of Boston's school buildings 
a r e  more than 50 years old  and severa l  a r e  i n  t h e i r  second century. One-fourth of 
Boston's schools have s tudent  bodies more than 50 percent Negro, and a r e  c lassed  a s  
segregated. Boston s tudents  perform poorly. A t y p i c a l  reading achievement score  f o r  
Boston s i x t h  graders  i s  5.6. Reading achievement i n  Roxbury, the  Negro ghet to  i n  

2 / Boston, i s  1-1/2 years behind the na t iona l  average.- 

S h i f t  of Jobs t o  t h e  Outside Central  C i ty  Metropolitan Ring 

Boston's burden of high cos t  c i t i z e n r y  developed aga ins t  t h e  background of 
decl ining postwar employment, p a r a l l e l i n g  i t s  decl ining postwar population, while employ- 
ment i n  t h e  metropolitan r i n g  expanded by leaps  and bounds (Table 5 ) .  From 1948 t o  1963, 
employment i n  t h e  Ci ty  of Boston f e l l  by 17 percent while t h a t  f o r  the  metropol i tan r ing  
rose  by 39 percent ,  r a i s i n g  t h e  metropolitan a rea  t o t a l  by 12 percent .  I n  e f f e c t ,  
Boston experienced an outflow of manufacturing and t r a d e  i n  response t o  needs f o r  more 
space, cheaper land, l inkages with the  metropolitan r i n g ' s  improved t ranspor ta t ion  
f a c i l i t i e s ,  and proximity t o  the  customers. Of fse t t ing  these t rends,  i n  p a r t ,  was an 
18 percent increase i n  se rv ice  a c t i v i t y  employment i n  the  Ci ty  of Boston, r e f l e c t i n g  an 
important r e v i t a l i z a t i o n  and r e h a b i l i t a t i o n  of l a r g e  downtown a reas ,  and the  expanding 
se rv ice  needs of a growing economy. This aspect of the  postwar development holds t h e  
kernel  of f u t u r e  p o s s i b i l i t i e s  f o r  the  v i a b i l i t y  of t h e  Ci ty  of Boston economy. 

Location of New Construction i n  t h e  Boston Metropolitan Area 

The loca t ion  of nonres iden t ia l  bui lding a c t i v i t y  i n  the  Boston Metropolitan 
Area, over the  past  decade, foreshadows both a continued outflow of manufacturing and 
t r a d e  to  t h e  metropolitan r ing,  as  wel l  a s  a f u r t h e r  expansion of se rv ice  a c t i v i t i e s  i n  
t h e  Ci ty  of Boston. Nonresidential  bui lding permit valuat ions  i n  the  Boston Metropoli- 
t a n  Area, i n  the  period 1954-65, show t h a t  more than two-thirds of a l l  nonres iden t ia l  
p r i v a t e  construct ion has gone t o  t h e  outs ide c e n t r a l  c i t y  metropolitan r ing  (Table 6 ) .  
This measure of construct ion a c t i v i t y  is  s i g n i f i c a n t  a s  a precursor  of f u t u r e  employment 
growth and loca t ion .  Within t h i s  o v e r a l l  pa t t e rn ,  never theless ,  two d i s t i n c t i v e ,  
important sub-trends a r e  taking place. While more than f o u r - f i f t h s  of a l l  new indus- 
t r i a l  p l a n t s ,  and three-fourths  of a l l  new r e t a i l  and wholesale t rade  f a c i l i t i e s ,  a r e  
going t o  t h e  ou t s ide  c e n t r a l  c i t y  metropolitan r ing ,  one ha l f  of a l l  o f f i c e  bui ldings  
and t h r e e - f i f t h s  of a l l  h o s p i t a l  and i n s t i t u t i o n a l  bui ldings  a r e  being constructed i n  
t h e  Ci ty  of Boston. These economic a c t i v i t y  loca t ion  t rends ,  point ing t o  the  changing 
economic funct ion of the  Ci ty  of Boston, point  up the  dimensions of Boston's problem 
and p o t e n t i a l  f o r  continued economic v i a b i l i t y .  

Considering these o f f s e t t i n g  trends i n  t h e  growth and loca t ion  of manufactu- 
r ing ,  t r ade  and se rv ice  a c t i v i t i e s ,  Boston fa red  r e l a t i v e l y  wel l  i n  terms of new 
housing construct ion s ince  1960. Despite a continued ne t  outflow of population t o  the  
metropol i tan r ing ,  Boston accounted f o r  one-fourth of a l l  new housing u n i t s  authorized 
f o r  construct ion i n  t h e  Boston Housing Market Area between 1960 and September 1966 
(Table 7) .  The construct ion of 23,644 new housing u n i t s  i n  Boston s i n c e  1960 derived, 
i n  p a r t ,  from t h e  replacement of substandard u n i t s ,  the  urban renewal program, as  wel l  
a s  the  new needs of t h e  new se rv ice  a c t i v i t y  jobs c rea ted  i n  t h e  Ci ty  of Boston. 

2/  Vil lage School Downtown, Peter  Schrag, Beacon Press ,  Boston, 1967. - 



TABLE 5.--EMPLOYMENT CHANGES I N  SELECTED INDUSTRIES I N  THE CITY OF BOSTON, 
I N  COMPARISON WITH THE METROPOLITAN AREA RING AND THE 

METROPOLITAN AREA AS A WHOLE, 1948 AND 1963 
(Thousands of workers) 

- Employment i n  Se lec ted  I n d u s t r i e s  
Se lec ted  

T o t a l  Manufacturing Trade Serv ices  

Cen t ra l  c i t y  
1948 
1963 
Percent  change 

Outs ide  c e n t r a l  c i t y  
1948 270.5 169.4 78.0 23.1 
1963 377.3 213.4 127.7 36.2 
Percent  change 39.5% 26.0% 63.7% 56.7% 

Boston SMSA, t o t a l  
1948 521.3 270.9 197.0 53.4 
1963 584.9 295.9 216.9 72.1 
Percent  change 12.2% 9.2% 10.1% 35.0% 

Source: Censuses of Business and Manufactures,  1947-48 and 1963, U.S. Bureau of the  
Census, Washington, D.C. 



TABLE 6.--NEW PRIVATE NONRESIDENTIAL BUILDING IN THE 
BOSTON METROPOLITAN AREA, BY CENTRAL CITY-OUTSIDE 

CENTRAL CITY COMPOSITION, 1954-1965 

Percent of Valuation of Permits 
Authorized for New Nonresidential 
Building in the Outside Central 

City Metropolitan Ring 

All Types 68% 

Bus iness 7 0 

Industrial 
Stores 
Office buildings 
Gasoline stations 

Community 67 

Educational 
Hospital and institutional 
Religious 
Amus ement 

Source: "The Decentralization of Jobs," Article by Dorothy K. Newman 
appearing in Monthly Labor Review, May 1967, U.S. Department 
of Labor, Bureau of Labor Statistics, Washington, D.C. 



TABLE 7.--NEW HOUSING UNITS AUTHORIZED IN THE 
BOSTON HOUSING MARKET AREA 

Number of Housing Units 
Authorized by Building Permits 

Boston housing market area 
Central area 
Boston 

Change in Population 

Boston housing market area 
Central area 
Boston* 

*Estimated on basis of 1960 and 1965 Commonwealth of Massachusetts 
Census data. 

Source: Analysis of the Boston, Massachusetts, Housing Market, Federal 
Housing Administration, U.S. Department of Housing and Urban 
Development, Washington, D.C., October 1967. 



Future Location of Population and Employment 
i n  t h e  Boston Regional Area 

I n  l i n e  with these  developments--the changing, upgraded s t r u c t u r e  of t h e  Boston 
Area economy, and t h e  outward s h i f t  of population and manufacturing and t r a d e  employment 
to  the  metropolitan ring--Boston's population and employment a r e  expected t o  continue t o  
decl ine over the  next quar te r  century while t h a t  of t h e  Greater Boston Regional Area i s  
expected t o  grow by one-third (Table 8 ) .  I n  t h i s  context ,  i n  accordance with recent  
s tud ies  of t h e  Boston Metropolitan Area Planning Council, ~ o s t o n ' s  employment i s  expected 
t o  f a l l  by only one-eighth while i t s  population may be reduced by one- third .  

Prospects f o r  the  Viab i l i ty  of Boston Central  Ci ty  

Despite an t ic ipa ted  smal ler  population and employment l e v e l s ,  however, the  Ci ty  
of Boston economy may be expected t o  p a r t i c i p a t e  i n  the  general  upward s h i f t  of house- 
holds t o  higher income l e v e l s  over t h e  next two decades. Whereas only half  of a l l  house- 
holds i n  the  Boston Metropolitan Area had incomes of $8,000 o r  m r e ,  i n  1965, three-  
four ths  of a l l  households a r e  expected t o  be i n  t h i s  category by 1985, i n  t h e  framework 
of an expanding na t iona l  economy (Table 9 ) .  This more a f f l u e n t  Boston Metropolitan Area 
population w i l l  a l s o  be younger, with three-fourths  under 45 years of age, i n  1985, i n  
comparison with two-thirds i n  1965. Of course,  i n  comparison with the  metropolitan 
a rea ,  Boston may be expected t o  r e t a i n  a l a rger  share  of the  lower income and o lder  age 
households. 

Nevertheless,  t h e  growth of government, business and personal s e r v i c e  a c t i v i t y  
employment i n  Boston, and the  f u t u r e  upward s h i f t  of household income l e v e l s  suggest a 
p o t e n t i a l  f o r  economic v i a b i l i t y  of the  Boston economy, even with  a decl ining population. 
This p o s s i b i l i t y ,  however, w i l l  be highly s e n s i t i v e  t o  the  amelioration of f i s c a l  d i s -  
p a r i t i e s  a f f e c t i n g  Boston i n  r e l a t i o n  t o  i t s  surrounding metropolitan r ing  communities. 

11. LOCAL GOVERNMENT FISCAL DISPARITIES I N  THE BOSTON METROPOLITAN AREA 

Overview 

Within the  general  framework of rap id ly  r i s i n g  per  c a p i t a  personal incomes 
l e v e l s ,  and l e s s e r  population growth, t h e  Boston Metropolitan Area's 70-odd c i t i e s  and 
towns cover a wide spectrum of types i n  comparison with the  na t ion  a s  a whole. These 
include balanced c o m u n i t i e s  (combining an economic base with  a f u l l  range of s e r v i c e s ) ,  
those with s p e c i a l i z a t i o n  i n  manufacturing, wholesale o r  r e t a i l  t rade,  education, o r  
rec rea t ion ,  a s  wel l  a s  i n d u s t r i a l  and e s t a t e  enclaves,  and bedroom communities. The 
dominant f e a t u r e ,  never theless ,  i s  t h a t  of shrinking lower income c e n t r a l  c i t y  and cen- 
t r a l  core  communities, and emerging higher income suburban c i t i e s  and towns. This fea- 
t u r e  may be expected t o  continue over the  next quar te r  century as  t h e  Boston Metropoli- 
t a n  Area's population and employment expand by one-third.  

I n  t h i s  framework, Boston c e n t r a l  c i t y ' s  higher per c a p i t a  government expendi- 
t u r e s ,  required mainly t o  s e r v i c e  i ts  high c o s t ,  low income c i t i z e n r y ,  compels a s t r a i n -  
ing of i t s  smaller per c a p i t a  f i s c a l  capaci ty ,  even though i ts  revenue e f f o r t  i s  unus- 
u a l l y  high. S t a t e  and federa l  a i d  and intergovernmental cooperation do not  s u f f i c i e n t l y  
ameliorate Boston's comparative f i s c a l  needs, nor  appropria te ly  compensate f o r  t h e  
metropolitan area-wide se rv ices  i t  renders ,  though recent  developments i n  these  areas  
a r e  b e n e f i t t i n g  Boston. 

Subs tan t ia l  add i t iona l  s t a t e  and federa l  a i d ,  and intergovernmental cooperation, 
a r e  needed t o  redress  these  f i s c a l  d i s p a r i t i e s  adversely a f f e c t i n g  Boston. This redress  
i s  needed t o  complement t h e  recent  r e v i t a l i z a t i o n  of t h e  Boston c e n t r a l  c i t y  economy, 



TABLE 8. - -LOCATION OF POPULATION AND EMPLOYMENT, BY CORE AND METROPOLITAN 
RING IN THE EASTERN MASSACHUSETTS REGIONAL PLANNING AREAL/ 

1963 1975 1990 

Thousands of Persons 

Population 

cord/ 1,029 745 7 08 
Inner suburbs21 505 728 634 
Route 12841 89 1 1,089 1,441 
Bay circuit21 470 666 1,072 
Route 495&/ 58 7 636 791 
Outer fringd/ 59 60 84 
Total 3,541 3,924 4,733 

Employment 

~ o r G /  561 43 1 5 03 
Inner suburb&/ 134 170 2 08 
Route 12851 270 301 43 0 
Bay circuit21 14 1 178 307 
Route 49551 180 200 319 
Outer fringell 10 15 34 
Total 1,296 1,295 1,801 

Percent Distribution 

Population 

cord1 29.0% 19.0% 15.09" 
Inner suburbs21 14.3 18.5 13.4 
Route 12841 25.1 27.6 30.5 
Bay circui 51 F 13.3 17.0 22.6 
Route 495i 16.6 16.3 16.7 
Outer fringel/ . 1.7 1.6 1.8 
Total 100.0 100.0 100.0 

Employment 

core21 43.3 33.4 28.0 
Inner suburb&/ 10.3 13.1 11.5 
Route 12841 20.8 23.2 23.9 
Bay circui 51 F 10.9 13.7 17.0 
Route 4955 13.9 15.4 17.7 
Outer fringez/ 0.8 1.2 1.9 
Total 100.0 100.0 100.0 

11 Some 76 cities and towns in a radius of 30 miles of downtown Boston. - 
21 Boston, Brookline, Cambridge, Chelsea, Everett, and Somerville. - 
31 Arlington, Belmont, Brighton, Lynn, Malden, Medford, Melrose, Milton, - 

Nahant , Quincy , Revere, Saugus , Watertown, Winchester , Winthrop . 
4 /  Communities bordering on Route 128. - 
51 Communities between Routes 128 and 495. - 
61 Communities bordering on Route 495. - 
71 Communities beyond Route 495. - 
Source: Unpublished preliminary analyses and projections of the Boston 

Metropolitan Area Planning Council and the Eastern Massachusetts 
Regional Planning Project, Boston, Mass., 1967. 



TABLE 9.--PERSPECTIVES FOR AGE COMPOSITION OF THE POPULATION AND 
DISTRIBUTION OF HOUSEHOLDS BY INCOME LEVELS, 

IN THE BOSTON MFlTROPOLITAN AREA 

Estimated Proi ected 
1960 1965 - 1975 - 1985 

--------- (percent distribution)--------- 

Population, by age group 
Under 18 years 
18 to 44 years 
45 to 64 years 
65 years and over 
Total 

Households, by incone class (1960 dollars) 
Under $4,000 20.5 18.9 14.6 10.9 
$4,000 - $8,000 32.5 28.8 18.6 12.1 
$8,000 - $15,000 32.7 35.6 39.7 31.5 
More than $15,000 14.3 16.7 27.1 45.5 
Total 100.0 100.0 100.0 100.0 

Source: Unpublished research in progress on "Emerging Patterns of Urban Growth," by 
Alexander Ganz, Massachusetts Institute of Technology. 



through the  new upsurge of se rv ice  a c t i v i t i e s ,  and make possible  the economic v i a b i l i t y  
of the City of Boston. 

The v i s i b l e  f i s s u r e  i n  the  Boston a rea ' s  intercommunity pa t te rn  of economic 
base and f i s c a l  capacity, l oca l  government expenditures, sources of l oca l  revenue, and 
comparative f i s c a l  e f f o r t ,  is the dichotomy between o lder ,  no-longer-growing, lower 
income communities, and younger, expanding, weal thier  c i t i e s  and towns. The older  com- 
munities have la rger  public se rv ice  needs which press hard on t h e i r  l e s se r  revenue 
y ie ld ,  desp i te  a g rea te r  f i s c a l  e f f o r t .  Expenditures must be concentrated on heal th,  
welfare, and public sa fe ty ,  t o  t he  detriment of education, t ransportat ion,  and o ther  
needed services .  The weal thier  communities, with an expanding economic and revenue base, 
a re ,  nevertheless,  hard put t o  provide growing cap i t a l  out lays fo r  schools,  water- 
systems and other  in f ras t ruc ture  f a c i l i t i e s .  The ro l e  of s t a t e  and federa l  a id ,  and 
intergovernmental cooperation and agreements does not adequately compensate f o r  t he  
grea te r  need and l e s s e r  f i s c a l  capacity of the  older ,  poorer communities, as well as  
t h e i r  provision of unrequited services  to  the metropolitan area as a whole. 

Boston and the  cen t r a l  core c i t i e s  have lower per cap i ta  economic and f i s c a l  
bases i n  terms of taxable r e a l  property and personal income. ~ o s t o n ' s  taxable r e a l  
property base has not  expanded i n  20 years.  Per cap i ta  l oca l  government expenditures i n  
Boston cen t ra l  c i t y  a r e  la rger ,  but s ince t h i s  mainly covers i ts  inordinately g r ea t e r  
heal th ,  welfare, and public sa fe ty  needs, i t s  standard of provision of education and 
other  services  and f a c i l i t i e s  is  lower. To finance these expenditures, Boston cen t r a l  
c i t y  tax r a t e s  a r e  higher,  to  compensate f o r  the lower per cap i ta  property tax  and per- 
sonal income tax base, and its s izab le  proportion of tax exempt property. In  e f f ec t ,  a 
s t ronger  Boston cen t r a l  c i t y  f i s c a l  e f f o r t ,  i n  terms of l oca l l y  raised government 
revenue as a percent of personal income received by residents ,  and the property tax  r a t e ,  
produces a lower leve l  of per cap i ta  government services  i n  education, highways, and 
other c r i t i c a l  areas .  Compensating, i n  pa r t ,  f o r  t h i s  inadequate f i s c a l  base, Boston 
cen t ra l  c i t y  receives a proportionately grea te r  share of i ts  revenue from s t a t e  and 
federal  a id,  and t h i s  has been increasing, though not  enough. The provision of public 
services  i n  the Boston Metropolitan Area through intergovernmental cooperation and agree- 
ments, and the operation of spec ia l  public se rv ice  d i s t r i c t s ,  i s  l imited but expanding. 

For the fu ture ,  t he  pa t te rn  of economic and f i s c a l  development of the  Boston 
Area communities may be read i ly  predicted i n  the  context of the growth and r e l a t i v e  out- 
ward s h i f t  of manufacturing, t rade ac t i v i t y ,  and population residence. I n  f i s c a l  terms, 
both slow growing and expanding communities may be expected t o  follow a demonstrated 
pa t te rn  i n  terms of expenditure and revenue cha rac t e r i s t i c s ,  with growing comaunities 
concentrating out lays on education, water supply and other  public i n f r a s t ruc tu re  
f a c i l i t i e s .  The increased flow of s t a t e  and federa l  a id  may dampen the d i spa r i t i e s  i n  
loca l  tax burdens. An expanded regional  and metropolitan area approach to f i s c a l  pro- 
blems and planning, on the  pa r t  of federa l  and s t a t e  governments is  needed. This plus 
spec ia l  treatment t o  improve the f i s c a l  capaci ty of Boston cen t r a l  c i t y  would enhance 
the  economic prospects f o r  the Boston Metropolitan Area as a whole. 

Character of t he  Boston Metropolitan Area C o m n i t i e s  

The Boston a rea  is compact and densely populated, with the  cen t r a l  c i t y  const i -  
tu t ing  a r e l a t i v e l y  small port ion of t he  population (Table 10). The densi ty  gradient  is  
r e l a t i ve ly  smooth away from the cen te r ,  except f o r  some perturbat ions caused by the  
existence of o lder  independent c i t i e s  which have been swallowed up a s  the  area expanded. 
As  elsewhere, there  is  a predominance of school age ch i ldren  i n  the  suburbs, par t icu-  
l a r l y  the  newer ones, whereas the  o lder  people tend t o  be concentrated near the  center  
of t he  metropolitan area. There a r e  r e l a t i v e l y  few Negroes, and they a r e  heavily con- 
centrated i n  a few neighborhoods i n  Boston, Cambridge, and Somerville. 

It is useful  f o r  many purposes i n  studying the de ta i led  f i s c a l  pa t te rns  within 
the  metropolitan area t o  c l a s s i fy  t he  component c i t i e s  and towns i n t o  simple categories  



TABLE 10.--BOSTON STANDARD METROPOLITAN STATISTICAL AREA 
(CONSISTING OF 78 CITIES AND TOWNS) 

Population of Metropolitan Boston (SMSA), 1965, Compared with 1955, 
Showing Increase and Decrease i n  Number and P e r c e n t a s  

C i t i e s  and Towns 

Arlington 
Ashland 
Bedf ord 
Belmon t 
Beverly 

Boston 
Braintree  
Brookline 
Burlington 
Cambridge 

Canton 
Chelsea 
Cohasset 
Concord 
Danvers 

Dedham 
Dover 
Duxbury 
Everet t  
Framingham 

Hamilton 
Hanover 
Hingham 
Holbrook 
Hull 

Lexington 
Lincoln 
Lynn 
Lynnf i e l d  
Malden 

Manches t e r  
Marblehead 
Marshf i e l d  
Medf i e l d  
Medf ord 

Melrose 
Middleton 
M i l l i s  
Milton 
Nahant 

Population 
1965 1955 

Increase 
o r  

Decrease 

5,334 
2,870 
2,011 

4 
6,703 

-108,376 
7,256 

-3,268 
14,248 
-6,281 

5,182 
-9,728 

1,830 
3,627 
6,579 

5,168 
1,347 
1,931 

-1,667 
20,780 

2,025 
3,604 
4,158 
4,945 
3,012 

9,132 
1,5  14 

-6,367 
4,154 

-3,355 

1,010 
5,034 
5,217 
2,186 

-4,964 

2,866 
539 

2,232 
3,665 

836 

Percent 
Change 

11.3% 
49.2 
22.9 

0 .0  
21.3 

-15 .O 
27.2 
-5.7 

272.7 
-6.3 

51.2 
-26.4 
38.7 
33.3 
36.2 

24.1 
60.0 
45.1 

3.7 
65.8 

49.2 
84.6 
31.0 
78.7 
51.7 

41.0 
51.3 
-6.4 
73.3 
-5.6 

29.9 
31.6 

105.2 
41.3 
-7.6 

9.8 
16.0 
73.7 
15.2 
25.9 



TABLE 1 0  (cONCL'D).--BOSTON STANDARD METROPOLITAN STATISTICAL AREA 
(CONSISTING OF 78 CITIES AND TOWNS) 

Populat ion of Metropol i tan  Boston (SMSA), 1965, Compared wi th  1955, 
Showing Inc rease  and Decrease i n  Number and Percentage 

C i t i e s  and Towns 

Natick 
Needham 
Newton 
Norfolk 
North Reading 

Norwell 
Nomood 
Peabody 
Pembroke 
Quincy 

Randolph 
Reading 
Revere 
Rockland 
Salem 

Saugus 
S c i t u a t e  
Sharon 
Sherborn 
Somervil le 

Stoneham 
Sudbury 
Swampscott 
Tops f i e l d  
Wakef i e l d  

Walpole 
Waltham 
Watertown 
Wayland 
Wellesley 

Wenham 
Weston 
Westwood 
Weymou t h  
Wilmington 

Winchester 
Winthrop 
Woburn 

To ta l  

Popula t ion 
1965 1955 

Inc rease  
o r  

Decrease 

4,152 
7,743 
1,979 
1,216 
3,799 

2,260 
7,926 

15,099 
3,870 
2,663 

8,187 
4,748 
2,829 
4,538 

- 5 

4,940 
6,117 
3,527 

8 94 
-10,700 

4,292 
7,248 

925 
2,167 
3,456 

5,097 
7,019 
1,217 
4,833 
4,538 

869 
3,591 
3,643 
7,721 
5,853 

3,508 
1,694 
9,293 

149,739 

Percent  
Change - 



based on t h e i r  function i n  the  metropolitan economy. This c l a s s i f i c a t i on  w i l l  help pro- 
vide a concise view of the  area,  and an eas ie r  understanding of its f i s c a l  behavior 
(Table 11) .  

F i r s t  i s  the  general l eve l  of wealth. For comparison purposes, we examine 
median family income, although the  d i spa r i t y  between t h i s  measure and the  taxable pro- 
per ty base i s  sometimes s i gn i f i c an t .  I n  the Boston Metropolitan Area, the  low income 
towns a re  clustered near the center  of the SMSA, and include some of the  older  c i t i e s ,  
such as Salem, Malden, and Lynn. The high income communities, i n  general,  form a con- 
tiguous group t o  the west; they include Weston, Sudbury, and Wellesley. 

A second fac tor  is the  composition and magnitude of the  economic base r e l a t i v e  
t o  the  res ident  population; a l l i e d  with t h i s  i s  the degree t o  which residents  commute 
out to  work. A t  present ,  the bulk of in-commuting is t o  the  cen t r a l  area,  although t h i s  
is  rapidly changing with some outward movement occurring t o  outlying i ndus t r i a l  centers ,  
such as Framingham and Waltham, from corresponding suburban residence locat ions.  The 
c loses t  to an i ndus t r i a l  enclave i s  the  c i t y  of Everet t .  We might c l a s s i fy  as  balanced 
those towns which provide employment f o r  and services  t o  a majority of t h e i r  res idents .  
These towns have tended t o  spec ia l ize  i n  pa r t i cu l a r  a c t i v i t i e s ,  such as  Lynn i n  manu- 
fac tur ing ,  Saugus i n  r e t a i l i ng ,  Natick i n  wholesaling and Cambridge i n  education. The 
bedroom communities, such as Topsfield, Wenham, Lincoln, and Dover, l i e  mostly on the  
periphery of the metropolitan area. Sprinkled across the  intermediate b e l t  a r e  towns 
with a modest commercial base, such a s  Marblehead, Melrose, and Winchester. 

The f i n a l  c l a s s i f i c a t i on  is  the  degree of development o r  maturity of the  area. 
Rate of population growth is a component of and proxy fo r  t h i s  category, being c lose ly  
re la ted  to  such other  important measures as population densi ty  and age of the  community. 
Boston as a whole is a slow-growing SMSA by nat ional  standards (about 3 / 4  percent per 
year).  The growth pa t te rn  i s  typ ica l  with the cen t ra l  area declining o r  stagnant,  t he  
inner b e l t  growing about two to  three percent per year,  and the  periphery from four t o  
seven percent per year. Growth a t  the  f r inge  tends t o  be explosive, being focused i n  a 
few towns a t  any point i n  time--Burlington, Sudbury, Marshfield, and Pembroke, a t  t he  
moment . 

Variation i n  the Economic Base 

A t  t he  hear t  of many of the a rea ' s  public finance problems is the diverse d iv i -  
s ion  of i ts  economic a c t i v i t y  among the fragmented governments which make i t  up. The 
area as a whole i s  r e l a t i ve ly  well o f f ,  i n  terms of r a t e  of growth i n  per cap i ta  per- 
sonal income, but the var ia t ions  among i t s  component pa r t s  a r e  unusually broad. 

Perhaps the c ruc ia l  measure of l oca l  tax capacity under the present system i s  
t he  taxable property base a t  market value (Table 12). With the usual caveats about 
using such data ,  par t icu la r ly  fo r  small towns and areas with heavy i ndus t r i a l  concentra- 
t ion,  we can look a t  the  ful l -value f igures  compiled by the S t a t e  Commission on Equali- 
zat ion.  The per cap i ta  f igures  cover a range of over f i v e  t o  one, from the wealthy 
r e s iden t i a l  enclaves of Weston and Dover and i ndus t r i a l  centers  l i k e  Everet t  t o  t he  poor 
outlying communities l i k e  Middleton and the  no-longer-growing old c i t i e s  such as  Boston, 
Chelsea, and Somerville. Exploitation of the tax po ten t ia l  is complicated by problems 
of inequi t ies  i n  assessment which seem to  be grea tes t  i n  the  rapidly growing and t he  
most slow-growing areas .  Systematic biases  with dis turbing implications have been found 
t o  e x i s t  i n  assessment procedures in  some a r e a d  and law s u i t s  challenging them abound. 
Internecine competition among loca l  governments f o r  indus t r ia l  growth has fur ther  com- 
p l ica ted  the  use and administration of the tax with a var ie ty  of spec ia l  exemptions and 

I/ 0. Oldman and H. Aaron, "Assessment-sales Ratio under the Boston Property   ax," - 
National Tax Journal,  March 1965. 



TABLE 11.--CLASSIFICATION OF COMMUNITIES IN THE BOSTON SMSA 

Median 
Growth Family 
Rate Income 

Work Local 
Outside Town Economic 
of Residence Base Special Characteristics 

Low 
Middle 
Middle 
Low 
High 

Low 
Middle 
Low 
Middle 
Low 

Low 
Middle 
Middle 
High 
Middle 

Much 
Some 
Complete 
Some 
Complete 

Modest 
Balanced 
None 
Balanced 
None 

None 
Modest 
None 
None 
Balanced 

Balanced 
Balanced 
Modest 
None 
None 

Beverly 
Danvers 
Hami 1 ton 
Lynn 
Lynnfield 

State institution 
Semirural 
Manufacturing Low 

High 

Semirura 1 

Semi rural 

Much retailing 

Manchester 
Marblehead 
Middle ton 
Nahan t 
Peabody 

Complete 
Some 
Complete 
Complete 
Some 

Salem 
Saugus 
Swampscott 
Tops field 
Wenham 

Low Some 
S ome 
Much 
Complete 
Complete 

Much retailing 
Low 
High 

Middlesex 

Arlington 
Ashland 
Bedford 

Middle 
Low 
Middle 

Much 
Some 
Some 

Modest 
Modest 
Modest 

Semirura 1 
Much service industry; 
military installation 

Low 

Belmon t 
Bur lington 

Middle 
Middle 

Much 
Much 

Modest 
Balanced Very high 

Cambridge 
Concord 
Everett 
Framingham 
Lexington 

Low Low 
High 
Low 
Middle 
High 

Some 
Much 
Some 
Some 
Much 

Balanced 
Modest 
Modest 
Balanced 
Modest 

Education; industry 

Low 
High 

Industry 
Much retailing; industry 

Lincoln 
Malden 
Medford 
Melrose 
Natick 

High 
Low 
Low 
Middle 
Middle 

Complete 
Much 
Much 
Much 
Some 

None 
Modest 
Modest 
Modest 
Balanced 

Low 
Low 
Low 

Education 

Much wholesaling 

Newton 
North Reading 
Reading 
Somerville 
Stoneham 

Low 
High 

High 
Middle 
Middle 
Low 
Middle 

Much 
Complete 
Some 
Much 
Much 

Balanced 
None 
Balanced 
Balanced 
Modest 

Very low 

Sudbury 
Wakefield 
Waltham 
Watertown 

Very high High 
Middle 
Middle 
Middle 

Complete 
Some 
Some 
Much 

None 
Balanced 
Balanced 
Balanced 

Much industry 
Much industry; government 
installation 

Low 

High Wayland High Little Most 

Weston Very 
high 
Low 
High 
Low 

Complete None 

Wilmington 
Winchester 
Woburn 

High Some 
Much 
Some 

Balanced 
Modest 
Balanced 



Median Work Local 
Growth Family Outside Town Economic 
Rate Income of Residence Base Special Characteristics 

Norfolk 

Braintree 
Brookline 
Cant on 

Cohasset 
Dedham 

Dover 

Holbrook 
Med fie ld 
Mi 1 ton 
Needham 

Norfolk 
Norwood 
Quincy 
Randolph 
Sharon 

Walpole 
Wellesley 

Wes twood 
Weymouth 

Plymouth 

Duxbur y 
Hanover 
Hingham 
Hull 
Marshfield 

Norwell 
Pembroke 
Rockland 
Scituate 

Suf f olk 

Boston 
Chelsea 
Revere 
Winthrop 

Low 

High 
High 

Low 
High 

High 

Very high 

Very high 

High 

Very low 
Very low 
Low 
Low 

Middle 
Middle 
Middle 

Middle 
Middle 

Very 
high 
Middle 
Middle 
High 
High 

Low 
Middle 
Low 
Middle 
Middle 

Middle 
Very 
high 
High 
Middle 

Low 
Low 
Middle 
Low 
Middle 

Middle 
Low 
Low 
Middle 

Some 
Much 
Some 

Some 
Much 

Complete 

Some 
Com~lete 
MUC h 
Some 

Some 
Much 
Some 
Some 
Much 

Some 
Some 

Much 
Some 

L i d  ted 
Limited 
Some 
Some 
Limited 

Some 
Limi ted 
Some 
Some 

Central City 
Low Some 
Low Some 
Middle Much 

Very low < 
Low - - 
High - - 
Very high > 
Median = 

Balanced 
Balanced 
Balanced 

Little 
Balanced 

None 

Little 
None 
Little 
Balanced 

Little 
Balanced 
Balanced 
Modest 
Little 

Balanced 
Balanced 

Modest 
Modest 

None 
None 
Balanced 
Little 
None 

None 
None 
Modest 
Modest 

Balanced 
Balanced 
Modest 

Much industry and whole- 
sale 
Resort 
Much wholesaling 

Semirural 

Much wholesaling 

Semirural 

Much industry 

Government institution 
Much wholesaling 

Government installation 

Semirural; some resort 
Semirural 

Some resort 
Some resort 

Some resort 

Much industry 

Source: See Appendix to Chapter 11. 



TABLE 12.--TAX BASE IN THE BOSTON SMSA 

1966 
Taxable Property 
at Market Value 

Per Capita 

Median 
Family Retail Sales 
Income Per Capita 

Essex - 
Beverly 
Danvers 
Hamil ton 
Lynn 
Lynnfield 

Manchester 
Marblehead 
Middleton 
Nahant 
Peabody 

Salem 
Saugus 
Swampsco tt 
Topsf ield 
Wenham 

Middlesex 

Arlington 
Ash 1 and 
Bedford 
Be lmon t 
Burlington 

Cambridge 
Concord 
Everett 
Framingham 
Lexington 

Lincoln 
Malden 
Medford 
Melrose 
Natick 

Newton 
North Reading 
Reading 
Somerville 
Stoneham 

Sudbury 
Wakef ield 
Waltham 
Watertown 
Wayland 

Weston 
Wilmington 
Winchester 
Woburn 

Wholesale 
Sales 

Per Capita 

$ 269 
538 
0 

706 
0 

0 
227 
0 
0 

1,702 

2,531 
1,242 
340 
0 
0 

36 2 
2 79 
271 
7 18 

2,542 

4,568 
414 
530 
850 

1,369 

0 
948 

1,068 
48 7 

10,401 

3,833 
0 

339 
1,163 
35 0 

0 
2,293 
4,379 

0 
0 

0 
873 
678 

1,390 

Selected 
Service 
Receipts 
Per Capita 

$100 
129 
0 

194 
0 

0 
86 
0 
34 
143 

209 
85 
137 
0 
0 

104 
61 
600 
86 
493 

494 
502 
7 3 
326 
244 

0 
187 
174 
65 
222 

184 
0 
8 3 
126 
112 

0 
15 3 
394 
191 
66 

0 
57 
161 
97 

Value Added in 
Manufacturing 
Per Capita 



TABLE 12 (CONCL'D) .--TAX BASE I N  THE BOSTON SMSA 

Norfolk 

Braintree 
Brookline 
Canton 
Cohasset 
Dedham 

Dover 
Holbrook 
Medfield 
Milton 
Needham 

Norfolk 
Norwood 
Quincy 
Randolph 
Sharon 

Walpole 
Wellesley 
Wes twood 
Weyrnouth 

Plymouth 

Duxbury 
Hanover 
Hingham 
Hull 
Marshfield 

Norwell 
Pembroke 
Rockland 
Sc i t ua t e  

Suf fo lk  

Boston 
Chelsea 
Revere 
Winthrop 

SMSA Mean 

1966 
Taxable Property 
a t  Market Value 

Per Capita 

1963 
1959 Selected 

Median 
Family Re t a i l  Sales 
Income Per Capita 

Wholesale 
Sales 

Per Capita 

$1,802 
2,645 
3,524 

0 
8,411 

0 
0 
0 

121 
15,330 

0 
1,466 

8 38 
579 

0 

919 
6,327 
1,183 

179 

0 
0 
0 
0 
0 

0 
0 

385 
158 

6,217 
3,796 
2,669 

245 

1,374 

Service 
Receipts 
Per Capita 

$183 
298 
180 
101 
281 

0 
9 0 
0 

53 
243 

0 
139 
171 
88 
8 2 

74 
25 3 
135 
112 

0 
0 

136 
168 

0 

0 
0 

57 
118 

612 
111 
276 

7 6 

146 

Value Added i n  
Manufacturing 
Per Capita 

Source: See Appendix t o  Chapter II. 



TABLE 13. --LOCAL GOVERNMENT GENERAL EXPENDITURES IN 
BOSTON AND EIGHT OTHER METROPOLITAN AREAS 

1965 1962-1965 1962 1957-1962 1957 
Metropolitan Area Per Capita Growth Per Capita Growth Per Capita 

1. New York $425 19% $357 (1) 39% $258 (1) 
2. San Francisco 402 2 1 333 (2) 4 7 227 (2) 
3. Washington 342 11 308 (3) 6 6 185 (6) 
4. Newark 309 14 270 (4) 38 197 (4) 
5. Worcester 30Gl 20 251 (6) 5 2 166 (8) 

6. Boston 
7. Denver 
8. Baltimore 
9. St. Louis 

Figure in parentheses is rank in per capita general expenditures. 

1/ Estimated by author. - 

Source: See Appendix to Chapter 11. 



TABLE 14.--LOCAL GOVERNMENT EXPENDITURES I N  THE BOSTON SMSA 

1964-1965 
SMSA Cent ra l  C i ty  

Percent  Percent Comparative 
Category Per  Capita of T o t a l  Per  Capita of To ta l  1 n d e d f  

General  expendi ture  $279 100.0% $424 100.0% 1.52 
C a p i t a l  o u t l a y  3 6 12.9 43 10.1 1.23 

Education 
C a p i t a l  o u t l a y  

Highways 16 5.7 13 3.1 0.82 
Welfare 4 2 15.0 89 21.0 2.12 
Hosp i t a l  and pub l i c  healt% 17 6 .1  42 9.9 2.48 
P o l i c e  16 5.7 3 1 7.3 1.93 
F i r e  p r o t e c t i o n  16 5.7 23 5.4 1.43 

Sewerage 
S a n i t a t i o n  
Parks and r e c r e a t i o n  
Housing and renewal 
L i b r a r i e s  

General  government 
I n t e r e s t  
Other 

11 Rat io  of pe r  c a p i t a  da ta  i n  c e n t r a l  c i t y  t o  those  f o r  SMSA. - 
21 Included i n  "Other" f o r  SMSA. - 

Source: See Appendix t o  Chapter 11. 



tax abatements. Concentrations of tax-exempt property a r e  another problem i n  such 
c i t i e s  as  Boston and Chelsea. 

A breakdown of the  tax base by type of property is not avai lable ,  but i t s  com- 
posi t ion i s  r e f l ec t ed  i n  the  other  economic s e r i e s  which a l so  ind ica te  t he  nature of 
the loca l  economic base. 

Personal income i s  i n  a sense the  ul t imate measure of personal a b i l i t y  to  pay 
as well as a c ruc ia l  determinant of the  demand fo r  public services  and an inverse index 
of ce r t a in  needs. Although the  va r i a t i on  i s  l e s s  than t h a t  i n  any other measure of the 
base, it i s  s t i l l  r e l a t i ve ly  grea t  compared t o  tha t  i n  other  metropolitan areas .  It i s  
important t o  consider personal income as i t  has a d i r ec t  bearing on our evaluation of 
t he  f i s c a l  s i t ua t i on  i n  d i f f e r en t  comnunities. For example, Lexington which has a high 
median family income and a r e l a t i ve ly  low property base has l e s s  of a problem than W i l -  
mington which has about the  same property base but a f a r  lower income; and Everet t  with 
a la rge  i ndus t r i a l  tax base but a low income has l e s s  d i f f i c u l t y  than Norfolk which has 
t he  same income but l e s s  than half  the  property base. The worst problems, of course, 
a r e  faced by those c i t i e s  which a r e  low by both measures, such as  Boston, Chelsea and 
Somerville. 

The various measures of the economic base need not be cor re la ted  with one 
another, i . e . ,  a town which is  wealthy by one measure may be poor by another. This is 
so  both because towns may spec ia l ize  i n  a pa r t i cu l a r  type of a c t i v i t y  and because wealth 
of one kind, e.g., commercial property, may be separated from re la ted  economic ac t i v i -  
t i e s ,  e.g.,  the income and r e s iden t i a l  property of t he  commercial managers. The various 
measures of spec i f i c  a c t i v i t y  vary g r ea t l y  within the  area,  depending on the  spec i a l t y  
of a pa r t i cu l a r  community. We f ind  wholesaling a t  s t r a t e g i c  points  on the periphery, 
such as  Needham, Dedham, and Natick and i n  the  cen t r a l  c i t y .  Manufacturing i s  focused 
i n  i ndus t r i a l  centers  along Route 128 l i k e  Waltham and Framingham. The serv ice  industry 
i s  located i n  Boston and a few other  c i t i e s .  Retai l ing i s  t he  most dispersed, depending 
on loca l  purchasing power as well as  on the existence of shopping centers ,  such as  
Peabody, Saugus and Framingham. Looking a t  Boston i t s e l f ,  we f ind t ha t  i t  is s t i l l  a 
manufacturing, wholesaling, and serv ice  center ,  but tha t  i t  has l o s t  ground i n  manufac- 
tur ing and r e t a i l i ng .  Despite recent improvements, it s t i l l  ranks near the  bottom i n  
taxable property value, i n  pa r t  perhaps because of t he  presence of much untaxable land. 
As  noted e a r l i e r ,  more than 60 percent of a l l  r e a l  property i n  Boston i s  tax exempt. 

Local Government Expenditures 

General expenditures per cap i ta  i n  the  Boston area l i e  about t he  na t iona l  
metropolitan average, t he  Boston a rea ' s  previous lead having been narrowed by i ts  l e s s  
rapid growth (Table 13).  Spending i n  Boston cen t r a l  c i t y  is f a r  above t ha t  f o r  t he  
r e s t  of the  area, but subs tan t ia l  differences ex i s t  among the  c i t i e s  and towns (Tables 
14 and 15).  Two fundamentally d i f f e r en t  s e t s  of reasons give r i s e  t o  two d i f f e r en t  
groups of governmental expenditure pa t te rns .  On the  one hand, we f ind  t he  cen t r a l  c i t y  
and s imi la r  o lder ,  poorer communities which a r e  confronted with massive welfare  problems, 
exploding protect ion demands, and the  need fo r  renewal. On the other  hand, the  new 
smaller towns, usual ly a t  l e a s t  moderately wealthy, a r e  confronted with massive c a p i t a l  
needs as well as  demand f o r  high qua l i ty  publ ic  se rv ices ,  especial ly  education. The 
cen t r a l  city-suburb dichotomy is merely one view of the contrast ing pa t te rns  which e x i s t  
i n  t he  metropolitan area. A t  the  one extreme, t he  City of Boston spends f a r  more per 
cap i t a  on welfare programs, public hea l th  and hospi ta l s ,  pol ice protect ion,  parks and 
recreat ion,  general government, and spec ia l  functions, such as  urban renewal. The sub- 
urbs spend absolutely more on education, highways, and sewerage--all having la rge  com- 
ponents of c ap i t a l  out lay.  

I f  we look i n  d e t a i l  a t  the  var ia t ions  i n  spending pa t te rns  among the individ- 
ua l  towns, we see  t ha t  t o t a l  out lays per cap i ta  vary f a r  l e s s  than do those f o r  any 
pa r t i cu l a r  function, r e f l ec t i ng  t he  s tage  of cornunity growth o r  maturity, the  d ive r s i t y  



TABLE 15.--INDIVIDUAL LOCAL GOVERNMENT 
EXPENDITURES I N  THE BOSTON SMSA, 1962 

General 
Expenditures 
Per Capita 

Essex - 
Beverly 
Danvers 
Hamilton 
Lylln 
Lynnf i e ld 

Manchester 
Marblehead 
Middle ton 
Nahant 
Peabody 

Salem 
Saugus 
Swampscott 
Topsf i e l d  
Wenham 

Middlesex 

Arlington 
Ashland 
Bedford 
Belmont 
Burlington 

Cambridge 
Concord 
Everet t  
Framingham 
Lexington 

Lincoln 
Malden 
Medford 
Melrose 
Natick 

Newton 
North Reading 
Reading 
Somerville 
S toneham 

Sudbury 
Wakefield 
Waltham 
Watertam 
Wayland 

Weston 
Wilmington 
Winchester 
Woburn 

Percent 
Total  

Capi ta l  
Qutlav 

7% 
6 

14 
14 
30 

16 
34 
9 

18 
9 

6 
5 
7 

12 
8 

3 
9 

20 
13 
6 

7 
3 

10 
38 
7 

30 
11 
9 

32 
4 

28 
18 
10 

7 
54 

4 
10 
2 1 
11 

7 

20 
6 

20 
11 

Percent 
Education 

42% 
32 
33 
30 
51 

56 
65 
34 
40 
44 

35 
55 
45 
52 
48 

19 
29 
25 
39 
40 

46 
29 
33 
5 9 
38 

6 3 
61 
37 
6 3 
56 

55 
5 2 
44 
53 
69 

47 
41 
49 
46 
32 

6 0 
5 0 
60 
46 

148 

Percent 
Highway 

10% 
4 
7 
7 
5 

11 
10 
16 

7 
15 

8 
7 
9 

18 
11 

6 
4 
5 
5 
6 

12 
4 
9 
6 

11 

9 
7 

10 
11 
7 

8 
11 
10 
7 
7 

16 
7 

24 
11 

7 

10 
14 
9 

10 

Percent 
Welfare 

14% 
28 
13 
18 
6 

10 
5 

12 
6 

17 

7 
9 
7 
5 

10 

18 
17 
15 
14 
10 

6 
23 
16 
8 
9 

6 
5 
7 
4 
4 

6 
3 
4 
7 
7 

10 
10 
6 

12 
13 

2 
4 
8 
5 

Percent 
Public  

Health and 
Hospitals  

2% 
2 

21 
3 

13 

0 
0 
0 

12 
0 

0 
3 
3 
0 
0 

13 
1 
1 
1 
2 

2 
2 
2 
1 
1 

0 
3 
2 
1 
1 

1 
1 
0 
1 
0 

1 
1 
0 
1 
2 

0 
0 
1 
1 

Percent 
Pro tec t ion  

7% 
6 

14 
14 
30 

16 
34 
9 

18 
9 

6 
5 
7 

12 
8 

12 
14 
12 
15 
11 

10 
13 
14 
6 

11 

5 
7 

12 
8 

11 

9 
6 
8 

13 
6 

12 
12 
7 

10 
14 

8 
10 
9 

11 



TABLE 15 (CONCL ' D) . --B'DIVIDUAL LOCAL GOVERNMENT 
EXPENDITURES I N  THE BOSTON SMSA, 1962 

Norfolk 

Bra in t ree  
Brook1 ine 
Canton 
Cohasset 
Dedham 

Dover 
Holbrook 
Medf i e l d  
M i  1 ton 
Needham 

Norfolk 
Norwood 
Quincy 
Randolph 
Sharon 

Walpole 
Wellesley 
Wes twood 
Weymouth 

Plymouth 

Duxbury 
Hanover 
Hingham 
Hull 
Marshf i e l d  

Norwell 
Pembroke 
Rockland 
Sc i t ua t e  

Suffolk 

BOS ton 
Chelsea 
Revere 
Winthrop 

SMSA Mean 

General 
Expenditures 

Per Capita 

$266 
230 
310 
260 
336 

25 1 
239 
176 
266 
201 

340 
158 
199 
238 
252 

221 
249 
254 
265 

260 
243 
348 
355 
365 

232 
293 
191 
348 

311 
258 
191 
176 

254 

Percent 
Tota l  

Capi ta l  
Outlay 

6 
14 
12 
24 
6 

26 
55 
9 

38 
7 

20 
6 

10 
28 
15 

10 
8 

10 
25 

7 
7 

30 
39 
10 

45 
9 

11 
24 

6 
6 
1 
8 

Percent 
Education 

30 
57 
29 
53 
35 

45 
68 
50 
59 
40 

54 
42 
49 
53 
6 3 

5 7 
55 
52 
49 

39 
45 
6 0 
55 
36 

69 
45 
49 
58 

19 
24 
37 
41  

Percent Percent 
Hi&way Welfare 

Percent 
Public  

Health and Percent 
Hospitals  Pro tec t ion  

Source: See Appendix t o  Chapter 11. 



of purposes fo r  which the governments spend money, and the  general revenue constraint  
which forces  them to  t rade off among poten t ia l  uses of funds, i n  l i n e  with t h e i r  s tage 
of growth. 

Capi tal  expenditures i n  general a r e  highest i n  the rapidly growing areas ,  
tending t o  lag somewhat behind the growth i n  population. The la rges t  expenditures a r e  
fo r  new schools, with highways and sewer construction making up the bulk of the remain- 
der .  Replacement costs  i n  the  s t ab l e  o r  shrinking older  comuni t ies  tend t o  be deferred 
a s  long as  possible  because of more pressing current needs and limited funds, with 
occasional spur t s  to  catch up. This i s  most v i s i b l e  i n  the antiquated school buildings 
of Boston and some of the  surrounding old c i t i e s .  The l e a s t  var iab le  of the important 
functions i s ,  of course, education, f o r  which the basic need is well defined and many of 
the basic standards a r e  uniform. The burden on a town depends not  only on the age 
s t ruc tu re  of the population, but a l so  on the degree t o  which pupi ls  a t tend pr iva te  o r  
parochial schools. Education outlays a r e  lowest i n  the  cen t r a l  pa r t  of the SMSA and i n  
some of the older outlying c i t i e s ,  and highest i n  the wealthy suburbs. 

The co l lec t ion  of welfare programs cons t i t u t e  the next l a rges t  category of 
spending, and, i n  the case of Boston and some other  hard-pressed c i t i e s ,  the l a rges t  one, 
ahead even of education. The obvious explanation f o r  the  wide var ia t ions  i n  spending 
among comuni t ies  i s  the concentration of the various rec ip ien t  groups i n  pa r t i cu l a r  
pa r t s  of the  metropolitan area due t o  economic and soc i a l  pressures. Casual observation 
suggests, however, tha t  var ia t ions  i n  t he  performance of the welfare function can be 
subs tan t ia l ,  even given the framework of s t a t e  standards and supervision. 

Highway spending a l so  imposes a widely varying burden; i n  pa r t  t h i s  view i s  
amplified by the uneven nature of c ap i t a l  out lays from one year t o  the  next.  This i s  
re f lec ted  i n  the f ac t  that  the highest per cap i ta  expenditures a r e  in  i so la ted  outlying 
suburbs, such as  Sudbury, Sherborn, Topsfield, and Manchester, which a r e  rapidly opening 
up t o  development. The l eve l  of spending general ly  decreases as we move toward the  
center ,  with the  establ ished,  moderately older  comnunities spending l e s s ,  and h i t s  bot- 
tom i n  Boston. Expenditures per mile of road obviously move i n  a reverse fashion, 
because the  higher population densi ty  toward the center  permits subs tan t ia l  economies on 
a per cap i ta  basis .  Nonetheless, we cannot help observing the  sorry s t a t e  of most of 
t he  cen t r a l  area highway system. 

Given the  increasing public concern with the  protect ion functions, pa r t i cu l a r l y  
po l ice ,  it i s  in te res t ing  t o  note the  wide var ia t ions  i n  spending f o r  these purposes. 
Per cap i t a  out lays a r e  highly cor re la ted  with population densi ty ,  as  a proxy f o r  a l l  the 
conditions which lead t o  a demand f o r  increased protection. The exceptions a r e  the 
coas ta l  r e so r t  communities, which spend r e l a t i ve ly  la rge  amounts given t h e i r  modest 
populations. It should be noted t h a t  i n  the  Boston SMSA, and i n  the cen t r a l  c i t y  
par t icu la r ly ,  spending fo r  both types of protect ion is  very high i n  comparison with 
s imi la r  cornunit ies  elsewhere. The City of Boston spends 50 percent more per cap i ta  
on f i r e  protect ion than does New York City; a t  the  o ther  extreme, some of the  towns 
spend v i r t u a l l y  nothing fo r  t h i s  purpose. 

Recreational and park f a c i l i t i e s  receive most a t t en t i on  i n  the  la rger  wealthy 
suburbs and i n  the  City of Boston, with most other  connnunities spending very l i t t l e .  
Public hosp i ta l s  ex i s t  i n  only 7 of the 76 towns and c i t i e s ,  with the remainder having 
t iny  public hea l th  programs i f  anything. The hospi ta l  c i t i e s  carry the burden f o r  the 
whole area,  i n  general being reimbursed fo r  f a r  l e s s  than the  cos t s  they incur i n  pro- 
viding services .  The vas t  majority of the SMSA'S renewal and public housing a c t i v i t i e s  
a r e  i n  the  c i t y  of Boston, which f o r  i t s  s i z e  has one of the l a rges t  programs i n  the  
country. 



Sources of Local Revenue 

The Boston SMSA leans more heavily on the property levy to finance loca l  govern- 
ment out lays than do s imi la r  metropolitan areas across t he  United S t a t e s ,  with the  s t a t e  
providing a somewhat less  than average share of general funds (Table 16). Much l e s s  use 
i s  made of user charges and fees  o r  other  types of taxes a t  t he  l oca l  l eve l .  

General revenues per cap i ta  i n  the c i t y  of Boston a r e  almost 75 percent above 
those f o r  the r e s t  of the metropolitan area (Table 17) .  The City receives a la rger  
share of i t s  funds from both the s t a t e  and federa l  governments than do the  surrounding 
comuni t ies  (Table 18). It r e l i e s  even l e s s  on the use of charges and fees ,  and 
receives a smaller port ion of i t s  funds from the property tax. The debt p ic ture  i s  
v i r t u a l l y  iden t ica l ,  although individual comuni t ies  i n  the  outlying area have widely 
d i f f e r en t  debt burdens. 

Looking a t  the  de ta i led  data  f o r  1962, we note f a r  g rea te r  var ia t ions  among 
the  towns of the  metropolitan area as  t o  the  leve l  of general revenues and the extent  of 
outs ide financing. The use of nonproperty tax  revenue sources displays a d i s t i n c t  
discont inui ty.  The majority of towns ge t  l e s s  than 7 percent of t h e i r  loca l  funds from 
such sources, but a small group receives over twenty percent.  They a r e  mostly out lying 
suburbs, such as Lynnfield, Burlington, Randolph, and Pembroke, which depend on fees  
f o r  services  and spec ia l  assessments f o r  some cap i t a l  improvements. 

F i sca l  Ef for t  

Local revenue per cap i ta  i s  a crude measure of the fund-raising task undertaken 
by l oca l  governments, i r respec t ive  of t h e i r  underlying f inanc ia l  a b i l i t y  t o  r a i s e  
revenue. This measure var ies  i n  a fashion s imi la r  to  t ha t  of general expenditures per 
cap i ta ,  although i t  is f a r  from per fec t ly  correlated,  as the r o l e  of outs ide funding 
d i f f e r s  among the  towns. 

I n  measuring e f f o r t ,  we must choose some index of a b i l i t y  against  which t o  
measure performance. The two we choose a r e  loca l  revenue as  a percent of personal in-  
come received by t he  residents  and the e f fec t ive  property tax r a t e ,  corrected f o r  
differences i n  assessments (Table 19).  These measures a r e  p a r t i a l  and ignore the  issues 
of tax incidence, both categorical  and geographic. 

Reliance on the property tax  source i n  the Boston area is  unusually heavy and, 
not  surpr i s ing ly ,  i t  has some of t he  highest e f f ec t i ve  r a t e s  i n  t he  country. Rates 
cover a range of almost four t o  one: from Everet t ,  an i ndus t r i a l  enclave, t o  Chelsea, 
a poor o ld  stagnant c i t y  with much tax-exempt property. Effect ive r a t e s  vary l e s s  than 
property tax co l lec t ions  per cap i ta ,  implying tha t  towns with extremely la rge  and small 
tax bases have low and high r a t e s ,  respect ively.  For example, a t  the area average tax 
r a t e  of $34, Chelsea could have raised $96.50 per cap i ta ,  Watertown $209, and Manchester 
$374; t h e i r  ac tua l  r a t e s ,  respect ively,  were: $75.50, $30.90, and $23.00. 

The e f f ec t  of a l a rger  tax  base is two-edged; i t  permits e a s i e r  financing and 
may be associated with grea te r  demand fo r  high-quality services;  on the  other  hand, it 
may be correlated with a l e s se r  demand f o r  other  programs, such as welfare, public 
housing, and medical care .  For t he  Boston area,  a casual estimate would be t ha t  a town 
with twice the taxable capacity per cap i ta  of another would spend about 80 percent more, 
per cap i ta  (an expenditure e l a s t i c i t y  of about 0.8). This means t ha t  the  weal thier  
towns spend more on balance, other  things being equal, but not  i n  proportion t o  t h e i r  
wealth, so t h e i r  e f fec t ive  tax  r a t e s  tend t o  be lower. This f a c t  i s  borne out  by a 
f a i r l y  strong negative cor re la t ion  between tax  r a t e s  and taxable value per cap i t a .  The 
highest  r a t e s  a r e  to  be found i n  the  cen t r a l  c i t y  and i n  other  old c i t i e s ,  such as  
Chelsea, Malden, and Somerville--all  with t r u e  r a t e s  over $50 per $1,000. Tile lowest 
ones, i n  addition t o  Everet t ,  a r e  i n  the modest s ized,  f a i r l y  wealthy outlying suburbs 
l i k e  Duxbury, Manchester, and Wenham. 



TABLE 16.--SOURCES OF LOCAL GOVERNMENT REVENUES, 1.962 

Rank - 

1 
2 
3 
4 
5 
6 
7 
8 
9 

1 
2 
3 
4 
5 
6 
7 
8 
9 

1 
2 
3 
4 
5 
6 
7 
8 
9 

1 
2 
3 
4 
5 
6 
7 
8 
9 

SMSA 

Percent of General Revenue from S t a t e  Aid 

Baltimore 
San Francisco 
BOSTON 
Denver 
New York 
Worcester 
S t .  Louis 
Newark 
Washington 

Percent of Locbi Revenue from Proper ty  Tax 

BOSTON 
Newark 
Worcester 
S t .  Louis 
Denver 
San Francisco 
New York 
Baltimore 
Washington 

Percent of Local Revenue from Other 
Taxes (Sa les ,  Income, Etc .  

Washington 
New York 
S t .  Louis 
Denver 
San Francisco 
Newark 
Baltimore 
BOSTON 
Worcester 

Percent  of Local Revenue from Charges 

S t .  Louis 
San Francisco 
Worcester 
New York 
Washington 
Denver 
Baltimore 
BOSTON 
Newark 

Source: See Appendix t o  Chapter 11. 



TABLE 17.--LOCAL GOVERNMENT SOURCES OF REVENUE I N  THE BOSTON SMSA 

SMSA Central, C i ty  
Percent Percent 

Category Per Capita o f  Total  Per Capita o f  Total  

General revenue $295 100.0% $433 100.0% 

Aid 
S ta te  
Federal 

Own revenue 207 70.2 26 7 
Property tax  177 60 .0  230 
Charges and miscellaneous 28 9.5  33 
Other 2 0.7 4 

Debt outstanding 
Short term only 

Source: See Appendix t o  Chapter 11. 



TABLE 18.--SOURCES OF REVENUE OF INDIVIDUAL LOCAL GOVERNMENTS 
I N  THE BOSTON SMSA, 1962 

General 
Revenue 

Per Capita 

.Property Taxes 
A s  Percent of 
Local Revenue 

Outside Aid 
Per Capita 

Essex - 
Beverly 
Danvers 
Hamil ton 
Lynn 
Lynnf i e l d  

Manches t e r  
Marblehead 
Middleton 
Nahant 
Peabody 

Salem 
Saugus 
swampscott 
Topsfield 
Wenham 

Middlesex 

A r  1 ing ton 
Ashland 
Bedford 
Belmont 
Burling ton 

Cambridge 
Concord 
Everet t  
Framingham 
Lexington 

Lincoln 
Malden 
Medford 
Melrose 
Nat ick  

Newton 
North Reading 
Reading 
Somerville 
Stoneham 

Sudbury 
Wakef i e l d  
Waltham 
Watertown 
Wayland 

Weston 
W i  lmington 
Winchester 
Woburn 



TABLE 18 (CONCL'D).--SOURCES OF REVENUE OF INDIVIDUAL LOCAL GOVERNMENTS 
I N  THE BOSTON SMSA, 1962 

General 
Revenue 

Per Capita  

Norfolk 

Braintree 
Brookline 
Canton 
Cohasset 
Dedham 

Dover 
Holbrook 
Medfield 
Milton 
Needham 

Norfolk 
Nowood 
Qu inc y 
Randolph 
Sharon 

Walpole 
Wellesley 
Wes twood 
Weymouth 

Plymouth 

Duxbury 
Hanover 
Hingham 
Hull 
Marshf i e l d  

Norwell 
Pembroke 
Rockland 
Sc i tua te  

Suffolk 

Boston 
Chelsea 
Revere 
Winthrop 

SMSA Mean 253 

Outside Aid 
Per Capita 

$54 
47 
64 
5 6 
60 

42 
42 
43 
42 
37 

40 
49 
40 
3 7 
42 

48 
40 
36 
54 

80 
36 
57 
80 
74 

52 
55 
38 
56 

94 
8 0 
39 
48 

51  

Property Taxes 
As Percent of 
Local Revenue 

Source: See Appendix t o  Chapter 11. 



TABLE 19.--TAX EFFORT IN BOSTON SMSA 

1962 
Effec t ive  
Property 
Tax Rate 

1964 
Effec t ive  
Property 
Tax Rate 

Percent 
1964 

Rate f o r  
Schools 

1966 
Effec t ive  
Property 
Tax Rate 

1962 
Local 

~f for& 

Essex - 
Beverly 
Danvers 
Hamilton 
Lynn 
Lynnfield 

Manchester 
Marblehead 
Middleton 
Nahant 
Peabody 

Salem 
Saugus 
Swampscott 
Topsfield 
Wenham 

Middlesex 

Arlington 
Ash land 
Bedford 
Belmont 
Burlington 

Cambridge 
Concord 
Everet t  
Framingham 
Lexington 

Lincoln 
Malden 
Medf ord 
Melrose 
Natick 

Newton 
North Reading 
Reading 
Somerville 
Stoneham 

Sudbury 
Wakef i e l d  
Waltham 
Watertown 
Wayland 

Weston 
Wilmington 
Winchester 
Woburn 



Norfolk - 
Brain t ree  
Brook1 ine  
Canton 
Cohasset 
Dedham 

Dover 
Holbrook 
Medf i e l d  
M i l  ton 
Needham 

Norfolk 
Norwood 
Quincy 
Randolph 
Sharon 

Walpole 
Wellesley 
Westwood 
Weymouth 

Plymouth 

Duxbury 
Hanover 
Hingharn 
Hull 
Marshfield 

Norwell 
Pembroke 
Rockland 
Sc i tua te  

Suffolk 

Boston 
Chelsea 
Revere 
Winthrop 

Mean 

1962 
Effec t ive  
Property 
Tax Rate 

$28.80 
25.50 
32.10 
26.40 
20.90 

20.50 
34.60 
32.00 
21.60 
22.80 

24.50 
25.10 
28.70 
32.30 
33.40 

27.00 
20.80 
25 .OO 
22.60 

22.80 
35.30 
33 .oo 
40.20 
44.40 

27.60 
35.00 
35.00 
32.20 

61.40 
70.50 
39.50 
32.60 

30.60 

1962 
Local 

~ f f o r t A '  

10.6% 
8.5 
5.6 
9.5 
8.2 

8.0 
6.9 
7.8 
9 .1  
6.1 

8.8 
7.4 
7.9 

10.6 
8.6 

10.3 
5.8 
8.1 
9.4 

8.4 
9.7 
8.3 

12.6 
11.1 

11.4 
10.8 
9.1 

11.6 

12.4 
9 .8  
9.3 
4.5 

8.7 

1964 
Effec t ive  
Property 
Tax Rate 

$33.00 
29.50 
33.50 
28.70 
22.10 

23.10 
36.00 
35.40 
22.20 
23.90 

27.90 
27.50 
31 .OO 
41.70 
38.50 

28.90 
23.70 
28.60 
24.10 

21.80 
35.30 
35.70 
44.00 
45.80 

31.90 
42.00 
42.00 
33.30 

61.40 
81.40 
37 .SO 
29.40 

32.85 

Percent 
1964 

Rate fo r  
Schools 

50.0% 
35.6 
39.6 
56.0 
50.3 

63.5 
44.5 
47.0 
43.3 
52.7 

64.5 
44.5 
39.0 
40.6 
55.3 

70 .O 
58.0 
48.0 
48.2 

34.0 
47.6 
48.0 
36.7 
38.5 

51.2 
38.2 
39.7 
45.0 

25.3 
30.2 
35.7 
46.7 

45.2 

1966 
Effec t ive  
Property 
Tax Rate 

$26.80 
28.30 
32.90 
27.30 
23.90 

28.30 
32.50 
'39.50 
22.00 
25.00 

31.40 
27.00 
29.90 
39.80 
38.40 

27.80 
25.10 
32.40 
25.80 

22.20 
38.00 
37.40 
42.70 
40.00 

32.50 
33.90 
39.00 
33.70 

60.90 
75.50 
45.90 
30.10 

34.04 

11 Measured a s  l oca l l y  ra i sed  government revenue a s  percent of personal income received by - 
res idents .  

Source: See Appendix t o  Chapter TI. 



Looking j u s t  a t  the  school tax r a t e ,  we f ind  a s imi la r  range, with the  average 
being 45 percent of the t o t a l  l oca l  tax r a t e .  Those towns i n  which the school tax  r a t e  
i s  a l a rge  f rac t ion  of the t o t a l  r a t e  tend t o  be ones with a low overa l l  r a t e  and vice 
versa.  This is  t rue  because i n  general the high tax r a t e  towns a r e  those which a r e  - 
r e l a t i ve ly  poor and a r e  ca l led  on f o r  many other  se rv ices  which compete with education 
f o r  the l imited funds avai lable ,  whereas the  low tax r a t e  towns a r e  r e l a t i v e l y  well-off 
and spend mainly on education. The difference is so  la rge  tha t  the  absolute school r a t e  
is  ac tua l ly  lower i n  those c i t i e s  which have a higher overa l l  r a t e .  

The personal income measure of loca l  e f f o r t  var ies  considerably l e s s .  This 
underscores the importance of family income as a determinant of l oca l  government spend- 
ing. The p ic ture  of extreme behavior i s  somewhat d i f f e r en t .  Boston and other  o ld  
c i t i e s  s t i l l  l i e  a t  the high end of the spectrum of loca l ly  ra i sed  revenue as  a percent 
of personal income of res idents ,  joined by some of the  small outlying suburbs with l a rge  
cap i t a l  needs and cur ren t ly  f a i r l y  low family incomes, such as Hull, Norwell, and Pem- 
broke. The lowest f igures  of revenue i n  r e l a t i on  t o  personal income a r e  i n  the  la rge  
wealthy balanced suburbs l i k e  Newton, Wellesley, and Winchester. A s imi la r  inverse 
cor re la t ion  is  observed between t h i s  measure and the  l eve l  of family income, implying 
t ha t  the  f i s c a l  burden i s  r e l a t i ve ly  l i gh t e r  i n  the  high income connuunities desp i te  
t h e i r  absolutely la rge  per cap i ta  expenditures. 

Role of the  S t a t e  

The s t a t e  has an impact on l oca l  f i s c a l  pa t te rns  both through the  provision of 
f inanc ia l  ass i s tance  and through d i r e c t  assumption of se rv ice  r e spons ib i l i t i e s ,  and t h i s  
r o l e  in  Massachusetts i s  now expanding. I n  general s t a t e  a id  i n  Massachusetts has been 
about the nat ional  average on a per cap i t a  basis  and as a share of t o t a l  revenues. I n  
many cases ,  s t a t e  a id  s l i g h t s  the  needs of poor towns and densely populated c i t i e s .  The 
s t a t e  has given much of i ts  assis tance i n  general form r a the r  than t i e s  t o  spec i f i c  
programs (Table 20). Direct par t ic ipa t ion  has been r e l a t i ve ly  limited. The s i t ua t i on  
has changed rad ica l ly  i n  the past  year with the passage of a s t a t e  sa les  tax and an 
overhaul of the aid programs. Under a newly passed law, the  s t a t e  w i l l  take over respon, 
s i b i l i t y  f o r  loca l  welfare programs; the  required means of financing has not  yet  been 
determined, however. 

The impact of d i r e c t  s t a t e  a c t i v i t y  is  grea tes t  i n  the  highway program, with 
the  major benef ic ia r ies ,  i n  a r e l a t i v e  sense, being t he  smaller out lying towns. S t a t e  
public heal th  and hospi ta l  programs lessen loca l  respons ib i l i ty  somewhat i n  those func- 
t ions ,  but the  needs a r e  so grea t  r e l a t i v e  t o  ex is t ing  programs tha t  the  remaining 
burden i s  subs tan t ia l ,  f a l l i n g  primarily on a small handful of t he  la rger  c i t i e s ,  
pa r t i cu l a r l y  Boston. 

The big f inanc ia l  ass i s tance  programs i n  terms of funding a r e  those f o r  educa- 
t ion ,  welfare, highways and the  general d i s t r ibu t ions  from s ta te -co l lec ted  taxes. 

The major educational program is the  so-called Chapter 70 a id  which was revised 
with the  passage of the s a l e s  tax and i s  s t i l l  subject  t o  change. The new formula pro- 
vides a s l i d ing  share of acceptable education expenditures (excluding spec i f i c a l l y  aided 
functions and federa l  funds received) on a per-pupil basis  (not merely public school). 
The s l i d ing  s ca l e  is cut  off a t  15 and 75 percent of expenditures, and the expenditure 
base is limited t o  between 80 and 110 percent of the statewide average of such 
expenditures. Eighty percent of t he  co l lec t ions  under the  s a l e s  tax a r e  used t o  finance 
t h i s ,  and i n  case of a s h o r t f a l l  each town receives a pro  r a t a  share. An amendment was 
proposed t o  assure t ha t  each town received a t  l e a s t  a 15 percent increase i n  a id  over 
the  ex is t ing  program; t h i s  amendment was defeated and is being reoffered. 

The formula is  a subs tan t ia l  improvement over the  o ld  one, pa r t i cu l a r l y  i n  the  
subs t i tu t ion  of up-to-date valuation f igures  f o r  the antique ones previously i n  use, 



Dollar 

TABLE 20. --RELATIVE FINANCIAL ROLE OF STATE AND LOCAL GOVERNMENT 
IN MASSACHUSETTS (ALL LOCAL GOVERNMENTS) , 1962 

Spent 
Total Financed State Aid Directly 
General by Local to Local by State 

Rank Function Expenditures Government Government Government 
(millions) 

1 Local education 
2 Highways 
3 Welfare 
4 Hospitals 
5 Police protection 

6 Fire protection 70.2 70.2 - - 
7 Interest on debt 69.8 32.1 - 37.7 
8 Housing and redevelopment 47.4 42.2 4.7 0.5 
9 General construction 42.2 31.8 0.3 10.1 
10 Higher education 33.6 0.3 - 33.3 

11 Financial administration 33.4 18.0 - 15.4 
12 Sewers 27.9 27.9 - - 
13 Correction 26.8 7.5 - 19.3 
14 Sanitation 23.7 23.7 - - 
15 Parks and recreation 22.8 22.8 - - 
16 Health 22.4 10.9 0.3 11.2 
17 Libraries 17.9 16.2 1.2 0.5 
18 Unemployment administration 14.6 - - 14.6 
19 Public buildings 14.3 11.3 - 3.0 
2 0 Other education 11.7 - - 11.7 

21 Airports 11.4 1.4 1.1 8.9 
22 Natural resources 10.1 0.6 - 9.5 
23 Seaports (water terminals) 7.3 0.1 - 7.8 
24 Parking 3.1 3.1 - - 

Other 119.5 75.3 - 44.2 
General aid - - 90.6 - 

Total 1,783.0LI 1,046.4 326.9 500.8 

11 Adjusted to avoid double-counting. - 

Source: See Appendix to Chapter 11. 



but i t  s t i l l  contains  b iases  against  the  very poor towns, those which spend a g r e a t  dea l  
on education, and those where few chi ldren a r e  i n  parochial  school. 

The school building ass i s tance  program has been one of the  bes t  run, but unfor- 
tuna te ly  was administered completely ou t s ide  t h e  Department of Education. It contains  
only a l imi ted  r e d i s t r i b u t i o n  formula and i s  based on a r a t h e r  r e s t r i c t i v e  s e t  of 
s tandards .  It did contain  an incen t ive  f o r  regional  school d i s t r i c t s ,  which a t  the  
moment has been removed. 

There a r e  myriad o ther  s p e c i f i c  programs of varying importance. Transportation 
a i d  was s e t  up so a s  t o  provide nothing t o  c i t i e s ,  although t h i s  is  being a l t e r e d .  The 
school lunch program and payment of teacher  pension contr ibut ions  by the s t a t e  a r e  t h e  
two o ther  l a r g e  flows. The s t a t e  has recen t ly  used i t s  educational a i d  as  a l ever  t o  
ob ta in  some measure of progress with t h e  problems of r a c i a l  segregat ion and imbalance. 

Unt i l  t h e  recent  passage of the  new law (not ye t  implemented), ves t ing  d i rec -  
t i o n  of the  welfare  programs i n  t h e  s t a t e ,  t h e  welfare  programs i n  Massachusetts were 
l o c a l l y  run and p a r t i a l l y  s t a t e  subsidized. The poor c i t i e s  tended t o  receive too 
l i t t l e  i n  r e l a t i o n  t o  t h e i r  needs, and standards var ied across  t h e  s t a t e .  The so-cal led 
Old Age Tax on meals was d i s t r i b u t e d  t o  the  towns, nominally t o  help f inance programs 
f o r  t h e  aged. 

The pr inc ipa l  highway programs a r e  Chapter 90, a i d  f o r  small towns, and t h e  
s p e c i a l  p ro jec t s  funds. A l l  a r e  biased against  densely populated areas  and those with 
high per  mile cos t s .  

The s t a t e  has a d i v e r s i t y  of housing ass i s tance  programs, now i n  the  process of 
evolution, which should be a he lp  t o  t h e  hard pressed c i t i e s .  In add i t ion ,  the re  is  a 
supplementary urban renewal and i n d u s t r i a l  redevelopment program. 

The normal corporate  income tax  i s  p a r t l y  d i s t r i b u t e d  t o  the  towns i n  repayment 
f o r  a machinery excise  t ax  abolished i n  1935. The va lua t ions  of t h a t  year a r e  s t i l l  
used a s  t h e  bas i s  f o r  d i s t r i b u t i o n ,  wi th  obvious gross d i s t o r t i o n .  The o ld  i n d u s t r i a l  
cen te r s  do obviously benef i t  under t h i s  arrangement. 

The balance of t h e  normal income tax,  a f t e r  deduction of some of t h e  educa- 
t ion  programs, has been d i s t r i b u t e d  t o  the  towns on the  bas i s  of t h e i r  valuat ion,  i . e . ,  
the  wea l th ie r  the  town, the  more i t  got .  The pervers i ty  of t h i s  d i s t r i b u t i o n  was 
enhanced by the  f a c t  t h a t  the  va lua t ion  bas i s  was a mixture of one from 1945 and one 
from 1963. From now on, a l l  of t h e  income tax  i s  t o  be paid i n t o  a Local Aid Fund, 
from which regular  programs w i l l  be financed. The balance w i l l  continue t o  be d i s t r i -  
buted as  before  s t i l l  using t h e  old  valuat ions .  This i s  i n  p a r t  t o  assure  t h a t  t h e  
s t a t e  does not again f a l l  i n t o  the  se r ious  arrearage of the  p a s t  few years when it 
s u r r e p t i t i o u s l y  "borrowed" some $50 mi l l ion  from the towns by f a i l i n g  t o  pay a i d  which 
was due them. 

A l l  of the  recent  changes i n  the  a i d  programs have been f o r  the  b e t t e r ,  and a l l  
t h a t  can be s a i d  i s  t h a t  se r ious  problems remain. The t o t a l  amount of a i d  has been 
increased s u b s t a n t i a l l y  and on balance i t  w i l l  be more equi tably d i s t r i b u t e d .  The 
impact of t h e  changes has j u s t  been f e l t  i n  t h e  pas t  f i s c a l  year,  so i t  i s  too e a r l y  f o r  
d e f i n i t i v e  remarks. True t a x  r a t e s  have on the  average increased very l i t t l e  a s  con- 
t r a s t e d  with  an average growth of 4 percent pe r  year previously.  However, t h e  same 
degree of d i s p a r i t y  among towns i n  the  Boston metropolitan a rea  continues t o  e x i s t .  It 
would appear on balance t h a t  a l l  t h e  programs taken together  do reduce somewhat t h e  
v a r i a t i o n s  i n  l o c a l  government revenue and expenditure which would e x i s t  i n  t h e i r  
absence, but t h i s  seems t o  be l a rge ly  the  e f f e c t  of the  welfare  programs. I f  we look a t  
simple per c a p i t a  measures of l o c a l l y  ra i sed  revenue, the  present  programs a c t u a l l y  
increase the  d i s p a r i t y  s l i g h t l y .  We would have to  conclude t h a t  the  s t a t e  programs do 
l i t t l e  to  reduce d i s p a r i t i e s  or t o  encourage i n t e r l o c a l  cooperation. 



The Federal Role 

It i s  extremely d i f f i c u l t  t o  assess  the  federa l  impact i n  the  Boston area,  
because of t he  rapid changes taking place. Federal a id  received d i r ec t l y  by the  area 
rose from about $8 mil l ion i n  1962 to  $40 mil l ion i n  1965, f a r  above the  average 
metropolitan area on a per cap i ta  basis .  I n  addi t ion t o  defense-impacted area a id ,  most 
of the e a r l i e r  funds were f o r  housing and renewal, obviously benef ic ia l  t o  the  cen t r a l  
c i t y  and old conimunities. Channeled through the  s t a t e  were the monies fo r  the categori-  
c a l  welfare, school milk and lunch, vocational education, and educational equipment 
programs. Now the  whole host of new federa l  programs f o r  urban areas a r e  becoming 
operative; perhaps most important a r e  Medicare and the basic  education aid programs. 

Readily avai lable  evidence on establ ished programs indicates  a benef ic ia l  impact 
on the poorer c i t i e s  and those with especial l )  severe problems. Boston i n  pa r t i cu l a r  
has taken grea t  advantage of the renewal and housing funds, and the area abounds with 
pro jec t s .  The welfare  and Medicare programs ease the  burden of those functions, which 
has been unequally d i s t r ibu ted .  Educational funds a r e  welcomed everywhere, and a sub- 
s t a n t i a l  port ion a r e  finding t h e i r  way to needy c m u n i t i e s .  The grea tes t  d i f f i c u l t y  
l i e s  with the  smaller poor towns which lack the  knowledge and expert ise  necessary t o  
keep up with federa l  programs and take advantage of them. Boston, with about one quarter  
of the  a rea ' s  population, garnered almost two-thirds of the d i r ec t l y  d i r e c t l y  proffered 
aid funds i n  1965. The impact of the highway program, and the  r e l a t i v e  paucity of money 
f o r  t r a n s i t ,  d i s t o r t ed  t ransportat ion planning. There has been unusual lack of coopera- 
t ion  among the  s t a t e  and loca l  governments with regard t o  planning i n  general.  Poverty 
funds a r e  finding t h e i r  way in to  various agencies and a c t i v i t i e s ,  l a rge ly  i n  Boston 
i t s e l f ;  the  magnitude and persis tence of the e f f ec t s  cannot yet  be judged. Many of the 
undertakings involve ameliorating r a c i a l  problems: obtaining housing f o r  Negroes i n  
all-white conununities, f o r  example, and bussing t o  the suburbs of Negro school children. 

In  summary, we might say tha t  federal  monies have general ly  gone fo r  much needed 
purposes, but there  has been l i t t l e  success thus f a r  i n  encouraging metropolitan-wide 
approaches t o  problems. Although planning now abounds i n  many agencies with a d i f f e r i ng  
geographic and funct ional  scope, there i s  l i t t l e  enough cooperation among them with 
respect  t o  planning, l e t  alone ac tua l  undertakings. 

Intergovernmental Cooperation and Agreements 

In  the  Metropolitan D i s t r i c t  Commission, the Boston area has one of the o ldes t  
independent spec ia l  public service d i s t r i c t s  i n  the  country. I t s  primary purposes a r e  
t o  provide water and sewer f a c i l i t i e s  t o  i ts  member towns; i t  also provides some roads, 
pol ice se rv ices ,  and recrea t iona l  f a c i l i t i e s .  The D i s t r i c t  i s  a c rea ture  of the s t a t e ,  
leads an independent existence from i t s  member towns, and i s  i n  many instances unrespon- 
s i ve  t o  t h e i r  wishes. It i s  generally noted f o r  eff ic iency of operations and a l so  f o r  
extreme res i s tance  t o  change, whether funct ional  or  geographic. The pr inc ipa l  c r i t i c i sm  
i s  tha t  i t  has not  expanded t o  meet new challenges, nor has it been a leader  i n  the  
metropolitan conununity. I n  1962, i t  spent some $32 mil l ion f o r  the  operation and con- 
s t ruc t i on  of f a c i l i t i e s ;  t h i s  was financed by user  charges, such as water, r en t a l  of 
some f a c i l i t i e s ,  and assessments levied by the s t a t e  against  the member towns. Within 
the  scope of i t s  a c t i v i t y  the D i s t r i c t  has been an e f f i c i e n t  provider of those se rv ices  
with obvious sp i l lover  e f f ec t s ,  and has benefi t ted from subs tan t ia l  economies of sca le .  
I t s  planning and management techniques have been praiseworthy, but uncoordinated with 
those of other  bodies. 

The Massachusetts Bay Trans i t  Authority, formerly the  Metropolitan Transi t  
Authority (and before tha t  the  pr iva te ly  operated Boston Elevated Railway Company), tech- 
n i ca l l y  administered by an independent Boston Metropolitan D i s t r i c t ,  is  responsible f o r  
public t r a n s i t  i n  t he  grea te r  Boston area.  I t s  h i s t o ry  has been more co lor fu l  and l e s s  
ce r t a in  than t h a t  of the Metropolitan D i s t r i c t  Commission. Unti l  r e cen t ly ,  i t s  authori ty  
was l imited t o  a r e l a t i ve ly  small number of c en t r a l  communities which made up i ts  



regular  d e f i c i t s  and paid off outstanding debt through spec ia l  assessments levied by the  
s t a t e .  Its expanded membership more nearly corresponds t o  the area cur ren t ly  served, anc 
tha t  t o  be served when long dormant expansion plans a r e  implemented. A massive master 
t ransportat ion plan has been drawn up, unfortunately not with the  cooperation of the  
Department of Public Works, which c a l l s  f o r  subs tan t ia l ,  long overdue expansion and 
modernization of the  system. 

No other  multi-member spec ia l  public se rv ice  d i s t r i c t  of consequence ex i s t s  i n  
t he  Boston area. There a r e  s t a t e  bodies, such as  the  Massachusetts Turnpike Authority, 
which operates the  turnpike extension running in to  Boston; the Port Authority, a  semi- 
commercial agency which operates ce r t a in  por t  f a c i l i t i e s  i n  Boston; and some dependent 
town and c i t y  au tho r i t i e s ,  such as the Boston Parking Authority, which operates the  
municipal garages. 

The other  important instance of i n t e r l oca l  cooperation i s  found i n  t he  regional 
school d i s t r i c t s ,  which operate  seven academic and four vocational schools pa r t l y  o r  
wholly i n  the Boston metropolitan area. Expansion of t h i s  program was fostered by the 
School Building Assistance Corni t tee  through advice and the  provision of added f inanc ia l  
incentives. The schools a r e  supported by the  member c o m n i t i e s  out of t h e i r  property 
taxes and s t a t e  foundation a id  rece ip ts ,  with t he  burden usual ly apportioned on a  per 
student bas i s .  As would be expected, the  academic regional schools, a l l  high o r  junior 
high, a r e  located i n  the  smaller towns near the  periphery of the area. The vocational 
ones a r e  located c loser  t o  the center  and cover a  wider membership. 

There a r e  a  l imited number of i n t e r l oca l  agreements, more o r  l e s s  formal and 
operat ive,  covering tuition-paying s tudents ,  f i r e  department cooperation, and garbage 
disposal;  but the po ten t ia l  f o r  cooperation is la rge ly  unexploited. L i t t l e  use i s  made 
of fees  o r  services  charges as i n  a  Lakewood-type plan, o r  of spec ia l  assessments o r  
c a p i t a l  p ro jec t s  with subs tan t ia l  sp i l lover  benefi ts .  I n  pa r t i cu l a r ,  those c i t i e s  
which operate public hosp i ta l s  a r e  l e f t  paying an inordinately la rge  share of the b i l l s  
f o r  non-residents, and pr iva te  hosp i ta l s  a r e  universal ly  l e f t  bearing some of the medi- 
c a l  welfare burden. This s i t ua t i on  w i l l  undoubtedly be improved through the  operation 
of Medicare, pa r t i cu l a r l y  fhe T i t l e  X I X  program, but su f f i c i en t  data  a r e  not ye t  ava i l -  
ab le  t o  permit assessment of the  s i t ua t i on .  

The county system meri ts  b r ie f  a t ten t ion .  These v e s t i g i a l  bodies provide mainl: 
correct ional  i n s t i t u t i ons ,  some jud ic ia l  functions, and a  tuberculosis  hosp i ta l .  They 
a r e  financed by property lev ies  assessed by the s t a t e .  Suffolk County no longer ex i s t s  
as  an en t i t y ,  having been absorbed by the  City of Boston. 

The Future 

The fu ture  of Boston Metropolitan Area communities can best be assessed i n  
therms of cornunity types and s tages of development. As a  pa r t i cu l a r  e n t i t y  moves 
through time from semirural v i l l age  t o  d i s t an t  suburban residence, t o  exploding suburb, 
t o  balanced c i t y  and beyond, it is  confronted with many of the  same challenges t ha t  
o thers  have faced before it and s t i l l  others  w i l l  confront i n  t he  future.  Each has i ts  
own personal i ty ,  and, more important, the s t a t e  and federa l  environment i n  which it 
ex i s t s  w i l l  change over time. Nonetheless, there  a r e  subs tan t ia l  s i m i l a r i t i e s  i n  the  
experiences of loca l  government which permit us t o  make some educated guesses about t he  
fu ture .  The most d i f f i c u l t  prognosis is  t h a t  f o r  the  cen t ra l  Ci ty of Boston, whose 
po ten t ia l  f o r  economic v i a b i l i t y  w i l l  require  d r a s t i c  f i s c a l  measures, a t  the  metro- 
po l i tan ,  s t a t e  and nat ional  l eve ls ,  t o  redress  f i s c a l  inequi t ies .  

The object ive problems which a r e  l i k e l y  t o  confront each group of comuni t ies  
i n  the  fu ture  a r e  not  hard t o  f o r e t e l l  from looking a t  towns which a r e  j u s t  one s t ep  
ahead i n  t he  development process a t  t he  moment. This process can be read i ly  correlated 
with the  expected outward s h i f t  of manufacturing and t rade  a c t i v i t y ,  and residence loca- 
t ion ,  from cen t r a l  core c i t i e s ,  with the  projected one-third increase i n  population and 



employment i n  the  Boston Metropolitan Area over the next quarter  century, What i s  needed 
i s  t he  more e f f ec t i ve  mobilization of resources, which means ge t t ing  subs tan t ia l ly  more 
ac t ive  cooperation among loca l  governments, plus  grea te r  a id  from the  s t a t e  and federa l  
government. 

The general d i spa r i t i e s  i n  expenditures a r e  not l i ke ly  t o  change rad ica l ly .  
Newly developi..g communities w i l l  be faced wi.th a rapid growth from t h e i r  old leve ls  of 
spending; present ly growing ones w i l l  mature, and some w i l l  grow old. There may be 
some lessening of d i s p a r i t i e s  i n  pa r t i cu l a r  functions due to  t he  ava i l ab i l i t y  of 
increased a id  funds, as i n  education. Increased awareness of what i s  going on elsewhere 
and grea te r  demands f o r  services  may a l so  play a role .  Uniform s t a t e  and federa l  s tan-  
dards may have some e f f ec t .  But i t  should be noted t ha t  the  City of New York, which i s  
i n  some sense the paragon i n  loca l  government finance, continues to  increase i t s  t o t a l  
spending by s i x  percent every year, with i t s  various surrounding governments following 
through t h e i r  s tages of development, and overa l l  d i s p a r i t i e s  there  have not  diminished. 

As economic growth spreads across the  area,  and households s h i f t  t o  higher 
income leve ls ,  there may be some lessening of d i spa r i t i e s .  The changing, upgraded 
economic s t ruc tu re  of the area has involved a process of economic integrat ion,  but com- 
munity spec ia l iza t ion  is l i ke ly  t o  pe r s i s t .  As long as  the  area is  fragmented in to  iso-  
l a t ed  government decision-making uni t s ,  some w i l l  be r i ch  and some poor no matter what 
po l ic ies  a r e  followed. 

The increased flow of a id  and its conscious d i rec t ion  may, however, lessen the 
var ia t ions  observed i n  the loca l  tax burden, although such movement is not  ye t  apparent. 
Par t icu la r ly  the s t a t e  a id  programs need revis ion i n  the  d i s t r i bu t i on  formulae, and ways 
must be found to  cut through federa l  red tape t o  make i t  eas ie r  f o r  poor, small towns to  
ge t  ass i s tance  and t o  assure opportuni t ies  f o r  experimentation r a the r  than conformity t o  
narrow standards. It w i l l  take ac t ive  par t ic ipa t ion  by the s t a t e ,  and perhaps federa l  
au tho r i t i e s ,  t o  improve t he  l oca l  revenue s t ruc ture .  Every e f f o r t  should be made t o  
assure uniform, ful l -value assessing of property on a regular  basis .  Special exemptions 
should be eliminated i n  favor of ou t r igh t  subsidies  o r  grants  where t he  purpose i s  
deemed worthy. Towns should be s t rongly encouraged to make f a r  g rea te r  use of user 
charges and spec ia l  assessments both f o r  the added revenue they w i l l  generate and t o  
assure a more equi table  d i s t r i bu t i on  of the burden t o  those who benefi t  from spec i f i c  
government a c t i v i t i e s .  These charges should be based on ac tua l  cos t s  and kept up t o  
date.  This appl ies  both t o  d i r e c t  dealings with c i t i z e n s  and those cases where services  
a r e  provided t o  another l oca l  government. 

The j ud i c i a l  system and cor rec t iona l  i n s t i t u t i o n s  now operated by the  counties 
should be t ransfer red  t o  the s t a t e  and t he  county governments abolished. The s t a t e  
should assure, i n  conjunction with the  appropriate federa l  a c t i v i t i e s ,  t ha t  no town o r  
c i t y  bears an undue burden of medical welfare expenses and t h a t  t he  financing is spread 
over the  area benefi t ing from the  presence of the i n s t i t u t i o n .  The s t a t e  should bring 
appropriate pressures t o  bear t o  increase the  membership of the Metropolitan D i s t r i c t  
Commission, t o  bring about grea te r  cooperation with appropriate ju r i sd ic t ions ,  and make 
i t  more responsive t o  the  needs of i ts  members. Similarly, the Massachusetts Bay Tran- 
s i t  Authority should be encouraged to move forward, and some subs t an t i a l  measure of coop- 
e ra t ion  brought about with the  Department of Public Works on comprehensive transporta- 
t ion planning. 

The s t a t e  must ac t ive ly  promote both e f fec t ive  planning and ac tua l  operations 
on a wider-than-single-town basis .  I n  one case, t h i s  may mean two towns cooperating 
on garbage disposal ,  i n  another,  an area-wide po l lu t ion  control  d i s t r i c t .  This may mean 
merely contractual  arrangements, j o in t  sponsorship, a new intermediate-level government 
un i t ,  o r ,  given the  compactness of the s t a t e ,  d i r e c t  supervision by the  s t a t e  i t s e l f .  
There a r e  fur ther  opportuni t ies  f o r  regional schools, pa r t i cu l a r l y  f o r  provision of spe- 
c i a l  education, and, f o r  some goals,  region-wide cooperation is  necessary. Specialized 
pol ice  and f i r e  services  might be regional ly provided. Garbage and sewage disposal  



demand regional action. Transportation of all kinds must be coordinated among the local 
governments in the region. 

At a higher level the federal government will inevitably be involved with many 
of the same issues. Given its distance from the details of the particular situation, 
its role will be more that of funding rather than intervening, but it must still provide 
guidance. In particular, it must press for a regional and metropolitan area approach 
to problems. 
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111. FACTORS AFFECTING INTERGOVERNMEKCAL DISPARITIES, THEIR 
PROSPECTS, AND POTENTIAL LINES FOR REMEDIAL ACTION 

The intercommunity fiscal disparities of the Boston Metropolitan Area, ana- 
lyzed above, reflect conflicting roles of aggravation and amelioration by the various 
levels of government--state, regional, local, federal. Without drastic remedial 
action, these factors are likely to remain operative in the context of expected growth 
in Boston Metropolitan Area population and employment. 



A t  the s t a t e  leve l ,  the various revenue sharing formulae contr ibute  t o  the  f i s -  
c a l  capaci ty.of  c i t i e s  and towns, but t he  formulae f o r  d i s t r i bu t i on  tend t o  aggravate 
d i spa r i t i e s  and provide i n su f f i c i en t  a id t o  the poorer, older  comun i t i e s .  The s t a t e  
d i s t r i bu t i on  of income and s a l e s  tax  proceeds, determined by the population and property 
t ax  base, favors the weal thier  comuni t ies .  School a id  i s  biased against  Boston cen t r a l  
c i t y ,  desp i te  i ts  needs, because of i ts  smaller proportion of school age population. The 
state-imposed debt l i m i t  f o r  conanunities, geared t o  the  property tax base, l i m i t s  t he  
financing capacity of the o lder ,  poorer communities. S t a t e  highway aid favors r u r a l  
comuni t ies .  S t a t e  law encourages the consolidation of r u r a l  school d i s t r i c t s .  Massa- 
chuset ts  has pioneered i n  open-occupancy l eg i s l a t i on  fo r  housing, but the  Roxbury ghetto 
has not been changed. 

Regional agencies fo r  t he  provision of public services  have been l imited i n  
t h e i r  scope of operations, but represent a beginning i n  regional  planning. The jur i s -  
d ic t ion  of the  Metropolitan D i s t r i c t  Commission, covering 47 c i t i e s  and towns, i s  insuf- 
f i c i e n t  f o r  today's Boston Metropolitan Area with i t s  78 c i t i e s  and towns. I t s  financing 
formula puts  a burden on the  cen t r a l  core communities. The Massachusetts Bay Transporta- 
t i on  Authority t r ad i t i ona l  d e f i c i t  i s  borne largely by the 14 core communities, out of 
t he  78 c i t i e s  and towns served. This public t r a n s i t  agency i s  an inadequate subs t i t u t e  
f o r  the  f u l l  t ransportat ion planning needed. 

Local government po l ic ies  a r e  a pr inc ipa l  source of aggravation of intergovern- 
mental d i spa r i t i e s .  With property taxes the pr inc ipa l  source of l oca l  government reve- 
nu'e, c i t i e s  and towns engage i n  a tug of war t o  capture comerc i a l  and i ndus t r i a l  enter-  
p r i ses .  Braintree,  f o r  example, i n  t he  space of e ight  years,  has increased i t s  tax  base 
by $13 mi l l ion  la rge ly  by encouraging companies t o  move out of Boston and other  core 
comuni t ies .  Large l o t  zoning i n  some suburban communities limits the mobil i ty  of low 
income core comaunity famil ies .  Urban development funds have not  been used t o  l i m i t  
d i s p a r i t i e s .  

Some aspects of federa l  government pol icy aggravate inter-community d i spa r i t i e s  
and negate e f f o r t s  a t  regional planning. The federa l  government, f o r  the  most pa r t ,  
deals  with individual  comuni t ies  ra ther  than metropolitan o r  regional planning agencies 
--as i n  the case of housing. Federal government a c t i v i t i e s  i n  housing disfavor mortage 
insurance f o r  c en t r a l  core communities, encouraging suburban growth. 

Property tax exemption f o r  government, re l ig ious  and other  nonprofit  i n s t i t u -  
t ions  works against  the  tax base of Boston cen t r a l  c i t y ,  which houses a disproport ionate  
share of these i n s t i t u t i ons  by v i r t u e  of h i s tory ,  c en t r a l  c i t y  function, and the  loca- 
t ion  of char i tab le  i n s t i t u t i ons  t o  se rv ice  poor famil ies  which l i v e  i n  cen t r a l  c i t y .  

Very subs tan t ia l  expansion of federa l  and s t a t e  aid,  and e f f ec t i ve  regional 
and metropolitan planning, would be needed t o  o f f s e t  these causes of intercormunity f i s -  
c a l  d i s p a r i t i e s .  S t a t e  o r  regional control  over suburban land use would help, but t h i s  
i s  hardly l i k e l y  with the  t r a d i t i o n  of loca l  government autonomy. New sources of reve- 
nue and new methods fo r  t h e i r  d i s t r i bu t i on  would be kequired. 

Remedial ac t ions  might include modification of the loca l  power of zoning, 
changes i n  tax l eg i s l a t i on  and methods of revenue d i s t r i bu t i on ,  and a more rapid build- 
up of functions and resources fo r  ex is t ing  and new regional planning agencies. The most 
important remedial ac t ion ,  however, would be expanded a id  by the federal  and s t a t e  
governments, on a general bas i s  a s  well a s  t i ed  i n  with spec i f ic  programs which bulk 
large i n  the older  core community expenditure budgets. 



F i s c a l  D i s p a r i t i e s  i n  the 
BUFFALO, NEW YORK 
Metropolitan Area 

Excerpts from a Report by 
Seymour Sacks 

Syracuse Univers i ty ,  Syracuse 

Centra l  Outside 
Maior F i s c a l  Dispar i . t ies ,  1965 Ci tv  Central  C i tv  

I Per c a p i t a  S t a t e  and Federal a i d  $ 94 $123 

I Per c a p i t a  revenue from taxes  170 179 

( Per c a p i t a  educe t i o n a l  expenditure 74 157 

I Per  c a p i t a  noneducational expenditure 219 166 

Total  estimated population, 1964 (thousands) 505 813 

I n  New York S t a t e  h a l f  of  the  r e s i d e n t s  ou t s ide  New York C i t y  
l i v e  i n  unincorporated a r e a s ,  served by a maze of s p e c i a l  d i s t r i c t s  t h a t  
perform v a s t  numbers of func t ions ,  thus  r e l i e v i n g  the  pressure  found 
elsewhere i n  the  United S t a t e s  t o  incorporate  munic ipa l i t i e s .  

The two-county Buffalo SMSA i s ,  accordingly,  extremely complex. 
I t  i s  divided i n t o  the  c e n t r a l  c i t y  and a number of smal ler  c i t i e s  o r  
towns. The l a t t e r ,  i n  t u r n ,  contain  both incorporated v i l l a g e s  and unin- 
corporated areas .  Services  can be provided t o  the  unincorporated a r e a s  
by county government, county spec ia l  d i s t r i c t ,  town government, town 
spec ia l  d i s t r i c t ,  a school d i s t r i c t  o r  o t h e r  spec ia l  au thor i ty .  

Although Buffalo su f fe red  a sharp dec l ine  i n  manufacturing em- 
ployment and r e t a i l  s a l e s ,  i t  resembles i t s  surrounding a reas  i n  many 
ways. Indeed, t h e r e  a r e  g r e a t e r  d i s p a r i t i e s  i n  t a x  r a t e s  and income lev-  
e l s ,  f o r  example, among the  connnunities ou t s ide  the  c e n t r a l  c i t y  than be- 
tween Buffalo and i t s  o u t s k i r t s .  The r e c i p i e n t s  of  the  g r e a t e s t  S t a t e  
a i d  t o  education a r e  the  poor r u r a l  communities; and the  c e n t r a l  c i t y ,  
desp i t e  i t s  concentra t ion of lower income c i t i z e n s ,  r ece ives  almost a s  
l i t t l e  a i d ,  per pup i l ,  a s  t h e  wealthy suburbs. 
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. . . Substantive governmental organization in the United States is basically 
established by the State, but there is the additional possibility that it may be modified 
by such local governments as the county or the town. In the Buffalo area intercounty 
differences in the number of functions, and the county distribution of county collected 
tax revenues both intensify and mitigate observed disparities. 

In the Buffalo area it was shown that apart from the central city, most of the 
population lives in, and most of the recent growth has taken place in, unincorporated 
areas. This means that a restriction of the analysis to municipally governed areas would 
exclude a considerable portion of the population and would be misleading. Further, the 
principal differences are not among municipalities, but among these areas which, for the 
purposes of the analysis, were called the "town outside the village." Moreover, it is 
in this context that the great development of special districts has occurred, and where 
there is a multiplicity of overlying governments, each with its own characteristics--so- 
cial, economic and fiscal, i.e., tax base and tax effort--which give rise to the observed 
disparities. The school districts, assuming that the dependent Buffalo school district 
can be treated in the same manner as the other such districts, are independent and not 
usually coterminous with town, village or even county boundaries. 

In terms of the traditional and substantive governmental organization, the two- 
county Buffalo SMSA contains none of the dramatic contrasts in social or economic charac- 
teristics evident in other metropolitan areas. Further, it should be noted that these do 
not even emerge on an individual census tract basis. Only two census tracts had median 
family incomes over $10,000 in the entire metropolitan area, these being $11,550 and 
$11,792, both in the unincorporated portion of the town of Amherst. The basic picture 
is thus one of homogeneity throughout the entire area. Differences exist, of course, but 
they are not striking except for the factors of racial makeup of population and age of 
housing stock, in both of which the central city differs considerably from its environs. 

The pertinent questions are: "Which governments are responsible for the perfor- 
mance of the various functions? Which are responsible for their financing?" Thus, it is 
quite evident that the system of state aid and the county distribution of sales tax reve- 
nues have had a profound effect on the jurisdictions located in the Erie County portion 
of the Buffalo Standard Metropolitan Statistical Area. They operate in a manner which, 
one might say, is equitable to suburban and rural portions of the area. The poorer ju- 
risdictions receive relatively greater amounts from the state in general and from the 
county than do their richer suburban neighbors. The exceptions are generally explained 
by special circumstances. 

The basic problem emerges from the comparison of the suburban and rural portions 
of the metropolitan area to the central city. Here, a series of factors operate which 
make the overall working of the system much more questionable. First, it should be noted 
that Buffalo and other incorporated areas operate under a very restrictive set of tax and 
debt limits. This is especially true of the City of Buffalo. The suburban areas appear 
to have a system which makes their tax base accessible. This is evident by the ability 
of the unincorporated areas to provide local government services. The special district 
operates to make the demand effective. A similar situation exists in the case of educa- 
tion. The state aid formula has been kind to the suburban areas in which there have been 
inordinately high transportation costs caused by state-induced centralization. In quan- 
titative terms, up to the present there is no major recognition of the special problems 
of the central city. The introduction of a "density correction" has had a minor effect 
on the relative share of aid received by the City of Buffalo. 

The discussion of education is, of course, central to the problem not only of 
poverty, but of local government finances. The City of Buffalo may eventually undertake 
an artificial division of its school district as was done in New York City on a county 
basis. Further, it appears that a more accessible and responsive tax base, such as in- 
come, might help the central city. This has been suggested by members of the community 
as well as by others. 



As is quite evident, not only does Buffalo appear on the low end of the spectrum 
in its per capita standardized valuation, but it appears to have a concentration of the 
poor and disadvantaged. The concentration of the disadvantaged has been accompanied by 
recent declines in its tax base. Only the sharp decline in population has improved its 
per capita base, but that is one of the poorest ways of solving the problem. State leg- 
islation withdrawing railroad properties from the tax rolls has played a major role in 
these declines. These factors place intense pressure on the city government which, in 
the case of Buffalo, also supports the schools. This pressure is reflected by the fact 
that the city has been very close to its tax limit, while providing the lowest cost of 
education of any of the school districts providing education in the Euffalo Standard Met- 
ropolitan Statistical Area. 

Improved economic activity during the last few years has not enabled the City of 
Buffalo to provide more adequate services to its enlarged disadvantaged population, Negro 
and otherwise. The clue to the problem is in the inaccessibility of the central city to 
resources, as well as the depression oriented approach to local government finances. In 
the case of the City of Buffalo, 68 percent of its property tax goes to noneducational 
purposes. In no other case in the SMSA is the amount equal to 50 percent of the property 
tax and in many cases the figures are less than 30 percent. 

The move to suburbia has been subsidized by the national government, which has 
underwritten the insured housing loans; by the State; and to a varying extent by the 
county government in their provision of a basic highway network which makes the various 
portions of the outlying area accessible to other areas, as well as to the central city. 

In New York the State aid program has provided resources for the building and 
operation of that most important sector of the local public economy, elementary and sec- 
ondary education. The New York State system is adequate in mitigating disparities in 
resources and needs outside the central cities. It might, in fact, be more than ade- 
quate. 

All told, the prognosis is relatively bright for most of the Buffalo area. The 
exceptions existing outside the cities can be dealt with from local resources supplemen- 
ted by the existing system of state aid and, in Erie County, by the distribution of the 
county sales tax. Even changes in functional responsibility, such as police, from the 
localities to the county would not place an undue burden on the inhabitants of the out- 
lying areas. Individual area problems will continue to be solved on the basis of local 
initiative and ingenuity. 

No such prognosis is possible for the City of Buffalo. The decline in popula- 
tion has not been associated with any decline in local demands; in fact it has been asso- 
ciated with an increase, most dramatically in education, where public school enrollment 
rose significantly. Further, the pressures on local salary levels will continue to be 
very clear-cut in the City of Buffalo. More imaginative approaches than have character- 
ized the past will have to be undertaken. But these must clearly involve the state gov- 
ernment, and for Buffalo as well as other major cities, the Federal Government. 
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Central  Outside 
Maior F i s c a l  D i s p a r i t i e s .  1965* Ci tv  Centra l  C i tv  

Per c a p i t a  S t a t e  and Federal  a i d  $ 38 $ 24 

Per  c a p i t a  revenue from taxes  177 185 

Per c a p i t a  educat ional  expenditure 76 101 

Per c a p i t a  noneducational expenditure 152 108 

1 Tota l  es t imated population, 1964 (thousands) 283 988 

These two New Je r sey  metropol i tan a reas  l i e  ac ross  t h e  very mid- 
point  of the coming Boston-to-Washington megalopolis. Densely s e t t l e d ,  a  
haven f o r  immigration from the  south a s  we l l  a s  abroad, they e x h i b i t  the 
c l a s s i c  p a t t e r n s  of c i ty-suburb d i s p a r i t i e s .  Because the  S t a t e  sha res  
very l i t t l e  r e s p o n s i b i l i t y  f o r  f inancing publ ic  s e r v i c e s ,  the  burden of 
publ ic  welfare  f a l l s  wi th  unusual s e v e r i t y  on the  munic ipa l i t i e s ,  and in -  
s i d e  and ou t s ide  the  c e n t r a l  c i t i e s  a r e  some of the  highest  e f f e c t i v e  
property t ax  r a t e s  i n  the  nation: I n  t h e  c e n t r a l  c i t y  of Je r sey  Ci ty  t h e  
r a t e  on r e a l  e s t a t e  f o r  1967 was 5.35 percent of f u l l  value;  i n  Hoboken, 
a l s o  i n  the  Je r sey  Ci ty  SMSA, the  r a t e  was 8.07 percent! 

* Paterson-Clifton-Passaic only; data  a r e  not ava i l ab le  f o r  Je r sey  
City.  
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The S e t t i n g  

The S t a t e - l o c a l - f i s c a l  system of New Je r sey  

. . . At ten t ion  i s  d i r e c t e d  t o  those fea tu res  of t h e  New Je r sey  f i s c a l  s t r u c -  
t u r e  which aggravate the  d i s p a r i t i e s  wi th in  metropol i tan  a reas :  heavy emphasis on l o c a l ,  
r a t h e r  than s t a t e  l e v e l ,  f inancing of pub l i c  se rv ices ;  t h e  preeminence of proper ty  taxa- 
t i o n  a t  t h e  l o c a l  l e v e l ,  combined with unwill ingness t o  permit  c i t i e s  t o  levy nonproperty 
taxes;  t h e  f a i l u r e ,  p r i o r  t o  1966, t o  employ a  broad based revenue source  a t  t h e  s t a t e  
l e v e l  of government; and t h e  r e l a t i v e l y  low l e v e l  of s t a t e  a i d  t o  l o c a l  government. 

A few s t a t i s t i c s  w i l l  i l l u s t r a t e  t h e  problem. I n  1964-65 t h e  s t a t e  govern- 
ment 's  sha re  of s t a t e  and l o c a l  taxes  was 29.9 percent--lowest among t h e  50 s t a t e s .  I n  
t h e  average s t a t e  t h e  sha re  was 50.7 pe rcen t .  The proper ty  t ax  component of New Je r sey  
genera l  revenue i n  1964-65 was second only t o  Nebraska's, and has o f t e n  i n  r ecen t  years  
been h ighes t  i n  the  na t ion .  I n  1962 s t a t e  a i d  accounted f o r  13.1  percent  of l o c a l  ex- 
pendi tures  i n  New Jersey-- less  than ha l f  t h e  nationwide average of 27.3 pe rcen t .  

Has t h e  f i s c a l  outlook i n  New Je r sey  been s i g n i f i c a n t l y  a l t e r e d  by t h e  genera l  
s a l e s  t ax  adopted i n  1966? Because of numerous exemptions t o  t h e  s a l e s  t ax  base ,  t h e  
f i r s t  y e a r ' s  y i e l d  of the  s a l e s  t ax  w i l l  add a  mere 10 percent  t o  t h e  combined s t a t e -  
l o c a l  t ax  c o l l e c t i o n s  and somewhat l e s s  to  t o t a l  genera l  revenue. Coming 30 years  a f t e r  
the  f i r s t  at tempt t o  enact  a  s a l e s  t ax  and on top of a  huge backlog of de fe r red  demand, 
the  s a l e s  t ax  a s  p resen t ly  c o n s t i t u t e d  i n  New Je r sey  i s  no t  l i k e l y  t o  so lve  the  f i s c a l  
problems of s t a t e  or l o c a l  government. 

Because New Je r sey  ass igns  t o  l o c a l  government t h e  major r e s p o n s i b i l i t y  f o r  f i -  
nancing pub l i c  s e r v i c e s ,  t h e  t a x  d i f f e r e n t i a l  between j u r i s d i c t i o n s  i n  a  g iven metro- 
p o l i t a n  a r e a  is  o f t e n  severe.  For example, t h e  1967 t a x  r a t e  on r e a l  proper ty  i n  t h e  
Ci ty  of Newark i s  estimated a t  6.62 percent ;  i n  t h e  r e s t  of t h e  Newark SMSA t h e  r a t e  
w i l l  average 3.25 percent.  

The concentra t ion of we l fa re  c o s t s  produces s t i l l  another d i s p a r i t y .  Publ ic  
we l fa re  expendi tures  i n  1965 amounted t o  $82.37 pe r  c a p i t a  i n  t h e  C i t y  of Newark, and 
$10.25 per  c a p i t a  o u t s i d e  t h e  Ci ty  (but w i t h i n  t h e  three-county Newark SMSA). These 
f i g u r e s  inc lude  both "ca tegor ica l  a id , "  administered by county we l fa re  boards,  and "gen- 
e r a l  a s s i s t ance"  which is administered by municipal agencies .  For needy fami l i e s  no t  
e l i g i b l e  f o r  c a t e g o r i c a l  a i d ,  Newark spen t ,  i n  1965, $16.21 per  c a p i t a ;  t h e  comparable 
ou t l ay  i n  the  r e s t  of t h e  Newark SMSA was $1.33, i n  t h e  Paterson-Clifton-Passaic SMSA-- 
734, and i n  a l l  New Jersey municipal i t ies- -$2.26.  

F i s c a l  D i s p a r i t i e s  i n  t h e  Je r sey  Ci ty  SMSA 

. . . The Je r sey  Ci ty  SMSA i s  densely populated throughout i t s  44-square mi le  
a r e a .  Nearly a l l  of i t s  governmental j u r i s d i c t i o n s  f ace  the  f i s c a l  problems charac te r -  
i s t i c  of c e n t r a l  c i t i e s .  I n  1965 Je r sey  C i t y  had an e f f e c t i v e  r e a l  proper ty  tax  r a t e  of 
4.84 percent ;  ou t s ide  t h e  c e n t r a l  c i t y  t h e  r a t e  averaged 3.99 pe rcen t ,  but  it was s i g -  
n i f i c a n t l y  higher  i n  t h r e e  of t h e  eleven "outside" munic ipa l i t i e s :  

Hoboken 6.75% 
Union Ci ty  6.27 
West New York 5  .00 



Outside the  c e n t r a l  c i t y  Hoboken, wi th  $2,121 worth of t axab le  proper ty  per 
c a p i t a ,  was poorest  i n  f i s c a l  resources and Secaucus stood f i r s t  with $10,249 of t axab le  
proper ty  per c a p i t a ,  nea r ly  a l l  of i t  i n  r e a l  e s t a t e .  The l a t t e r  was t h e  only munici- 
p a l i t y  i n  Hudson County t o  experience s u b s t a n t i a l  population growth s i n c e  1950. 

Property t a x  r a t e s  i n  Hudson County 

The Je r sey  Ci ty  SMSA has some of the  highest  proper ty  t ax  r a t e s  i n  the  country.  
For the  e n t i r e  SMSA t h e  1967 r a t e  on r e a l  proper ty  w i l l  average 4.00 percent  ( a r i thmet ic  
mean of e f f e c t i v e  r a t e s  i n  the  12 taxing j u r i s d i c t i o n s ) .  The c e n t r a l  c i t y  r a t e  (5.35%) 
i s  s i g n i f i c a n t l y  higher  than t h e  average r a t e  ou t s ide  t h e  c e n t r a l  c i t y  (3.88%), but be- 
low t h a t  of Hoboken (8.07%) and Union Ci ty  (5.85%). The e f f e c t i v e  r a t e  f a l l s  below 
3.00 percent  i n  only t h r e e  munic ipa l i t i e s :  Secaucus (2.50%), Kearny (2.38%), and 
Harrison (2.27%) . 

The f i s c a l  p a t t e r n  of the  Je r sey  Ci ty  SMSA is much l i k e  t h a t  of o the r  SMSA'S i n  
New Jersey and around t h e  n a t i o n .  I ts  c e n t r a l  c i t y  has higher  expenditure requirements 
and a  smal ler  t ax  base,  r e l a t i v e  t o  populat ion,  than the  ou t ly ing  por t ion  of the  SMSA. 
A s  a  consequence, the  c e n t r a l  c i t y  t a x  r a t e  (5.35% i n  1967) i s  about a  t h i r d  higher  than 
the OCC (ou t s ide  c e n t r a l  c i t y )  average r a t e  of 3.88 percent .  

The o v e r a l l  p a t t e r n ,  however, conceals some important divergences: 

a .  Compared with t h e  c e n t r a l  c i t y ,  Hoboken has f a r  more se r ious  f i s c a l  prob- 
lems. On a  per  c a p i t a  bas i s  Hoboken is  faced with  l a r g e  s e r v i c e  requirements and a  
meager t a x  base.  Only ha l f  of i t s  dwelling u n i t s ,  compared with 75 percent i n  J e r s e y  
Ci ty ,  were ra ted  "sound" i n  1960. Its per  c a p i t a  expenditures f o r  general  a s s i s t a n c e ,  
f inanced mainly from municipal resources ,  a r e  nea r ly  four  times a s  high a s  Je r sey  c i t y ' s .  
Hoboken's t a x  r a t e  i n  1967, a f t e r  equa l i za t ion  by the  County Tax Board, w i l l  exceed 
8 percent  of estimated market value.  

b. A t  t h e  other  extreme, Harrison and Kearny w i l l  enjoy 1967 t a x  r a t e s  of l e s s  
than 3 percent  mainly because of r e l a t i v e l y  low se rv ice  requirements and a  l a r g e  indus- 
t r i a l  t a x  base. Secaucus, the  only o the r  low t a x  municipal i ty ,  has a  r e l a t i v e l y  small  
i n d u s t r i a l  component but receives  a l a r g e  con t r ibu t ion  from owners of vacant land which 
accounts f o r  more than a t h i r d  of the  t a x  base. 

c .  F i n a l l y ,  two of the  high- tax municipali t ies--Union Ci ty  and West New York-- 
happen a l s o  t o  have the  smal les t  i n d u s t r i a l  and l a r g e s t  apartment (more than four  fami- 
l i e s )  components of the  1965 t a x  base i n  Hudson County. 

F i s c a l  D i s p a r i t i e s  i n  the  Paterson- 
Cl i f ton-Passaic  SMSA 

I f  the  Jersey City SMSA i s  an anomaly among metropol i tan a reas ,  the  Paterson- 
Cl i f ton-Paasaic  (he rea f te r  P-C-P) SMSA may be character ized a s  an enigma bearing only a  
s u p e r f i c i a l  resemblance t o  the  conventional SMSA. To i l l u s t r a t e :  

1 )  C l i f t o n ,  p a r t  of t h e  c e n t r a l - c i t y  c l u s t e r ,  has a l l  the  earmarks of a  low 
tax ,  r ap id  growth suburb and none of t h e  problems of a  b l igh ted ,  s t rugg l ing  urban cen te r .  
Geography alone--a t i n y  sec t ion  of C l i f ton  provides a  l i n k  between Paterson and Passaic-- 
can account f o r  t h e  designat ion of C l i f t o n  a s  a  c e n t r a l  c i t y .  

2) Few r e s i d e n t s  of Bergen County--the SMSA's ou t ly ing  county--regard t h e  
Paterson complex a s  t h e i r  cen te r  f o r  s o c i a l  and economic a c t i v i t y .  Less than a  t e n t h  of 
Bergen County's labor  fo rce  works i n  Passaic County, but nea r ly  a  f o u r t h  of i t s  workers 
f ind  employment i n  New York, mainly i n  Manhattan. Bergen's economic and c u l t u r a l  t i e s  
t o  New York Ci ty  a r e  o f ten  c i t e d  a s  a  major reason f o r  t h a t  county's f a i l u r e  t o  support  
New Je r sey  programs which have a  s ta tewide,  r a t h e r  than l o c a l ,  impact. 



I n  s p i t e  of these  dev ia t ions  from t h e  SMSA norm, t h e  p a t t e r n  of f i s c a l  d i s p a r i -  
t i e s  is approximately t h e  same a s  i n  o t h e r  SMSA's: 

1) The c e n t r a l  c i t y  proper ty  t a x  base (per c a p i t a )  i s  considerably  smal le r  
than i n  t h e  SMSA Ring;" 

2) E f f e c t i v e  t a x  r a t e s  i n  t h e  Ring a r e  s i g n i f i c a n t l y  lower than i n  t h e  SMSA 
Core, d e s p i t e  t h e  d i s t o r t i o n  caused by C l i f t o n .  

3) Per  c a p i t a  ou t l ays  f o r  municipal funct ions  (not including school  d i s t r i c t  
o r  county programs) a r e  somewhat h igher  i n  t h e  c e n t r a l  c i t i e s  than i n  t h e  Ring. The ex- 
pendi ture  p a t t e r n  is  reversed,  however, when school  and county expenditures a r e  combined 
wi th  municipal o u t l a y s .  

4 )  Welfare expenditures a r e  concentra ted i n  t h e  c e n t r a l  c i t i e s  of Paterson and 
Passa ic ,  but  t h e  cos t  of we l fa re  programs i n  t h e  P-C-P SMSA is  we l l  below t h e  pe r  c a p i t a  
ou t l ay  i n  o t h e r  SMSA'S of Northern New Je r sey .  

Among t h e  c e n t r a l  c i t i e s  C l i f t o n  had a t a x  base i n  1965 of n e a r l y  $8,000 per  
c a p i t a ,  a g a i n s t  ~ a t e r s o n ' s  $3,945 and P a s s a i c ' s  $4,823. I n d u s t r i a l  proper ty ,  which ac- 
counts f o r  more than a s i x t h  of  lifto on's r a t a b l e s ,  is  an important p a r t  of t h e  explana- 
t i o n  f o r  t h a t  c i t y ' s  favorable  t a x  pos i t ion ;  however,  lifto on's r e s i d e n t i a l  p roper ty ,  
predominantly owner-occupied, i s  a l s o  f a r  more valuable  than t h a t  of Paterson o r  Passaic .  

Teterboro,  wi th  $70 m i l l i o n  of r a t a b l e s  ( f u l l  value)  and a r e s i d e n t  popula t ion 
of 20 people (es t imate  f o r  1966) i s  a n a t i o n a l l y  known i n d u s t r i a l  enclave enjoying a 
proper ty  t ax  r a t e  ( e f f e c t i v e )  of l e s s  than 1 percen t .  The above l i s t  suggests  t h a t  t h e  
Ring of t h e  P-C-P SMSA conta ins  a s u b s t a n t i a l  number of t a x  havens, but  more about t h i s  
ma t t e r  a f t e r  we examine t h e  Area's  p a t t e r n  of t ax  r a t e s .  

Expenditure v a r i a t i o n s  

I n  1965 pe r  c a p i t a  expenditure f o r  l o c a l  government s e r v i c e s  i n  t h e  P-C-P SMSA 
amounted t o  $246. The c e n t r a l  c i t y  average was $223 and i n  t h e  Ring expendi tures  
amounted t o  $252 pe r  c a p i t a .  

Expenditures f o r  pub l i c  we l fa re  i n  t h e  c e n t r a l  c i t i e s  a r e  s i g n i f i c a n t l y  h igher  
than i n  t h e  Ring. I n  1965, when t h e  ou t l ay  f o r  we l fa re  amounted t o  $9.30 i n  t h e  e n t i r e  
SMSA, t h e  c e n t r a l  c i t y  ou t l ay  was $33.80. I n  t h e  Ring we l fa re  expendi ture  amounted t o  
$2.42 per  c a p i t a .  Most of t h e  funds f o r  the  f inancing o f  we l fa re  programs come from 
nonmunicipal sources ,  but  t h e r e  is  always a r e s i d u a l  burden on proper ty  owners i n  t h e  
two c e n t r a l  c i t i e s  of Paterson and Passa ic ,  because of t h e  extreme concen t ra t ion  of wel- 
f a r e  cases  i n  those  two c i t i e s .  

Only 8 percent  of f a m i l i e s  i n  the  P-C-P SMSA, compared wi th  13  percent  i n  
Jersey Ci ty  SMSA, had incomes below $3,000 i n  1959. Percentages i n  t h e  t h r e e  c e n t r a l  
c i t i e s  a r e  shown below: 

* The 279 m u n i c i p a l i t i e s  i n  Northeas tern  New J e r s e y  may be combined i n t o  t h r e e  sec -  
t o r s  based mainly on popula t ion densi ty :  t h e  Core--consist ing of 70 major c i t i e s  and 
o l d e r  suburbs,  cha rac te r i zed  by high popula t ion dens i ty ;  t h e  Inner  Ring--consist ing of 
160 medium dens i ty  munic ipa l i t i e s ;  and t h e  Outer Ring--containing 49 low dens i ty ,  un- 
developed cornun i t i e s  . 



Percent of Famil ies  
With 1959 Incomes 

Below $3,000 

Paterson 
C l i f t o n  
Passa ic  

The income d a t a  confirm the  po in t  made previously ,  i n  connection with  tax-base s t a t i s -  
t i c s ,  t h a t  C l i f t o n  is a  r e l a t i v e l y  a f f l u e n t  community d e s p i t e  i t s  designat ion a s  a  
c e n t r a l  c i t y .  

Summary and po l i cy  impl icat ions  

I n  both of the  sMSA'S covered by t h i s  r e p o r t ,  the  1967 r a t e  is s i g n i f i c a n t l y  
higher  i n  t h e  c e n t r a l  c i t i e s  than i n  the  Ring of the  SMSA. Moreover, t h e  gap has  in -  
creased sharp ly  i n  the  pas t  year ,  a s  t h e  following da ta  ind ica te :  

E f f e c t i v e  Tax Rate 
on Real Property 

1966 - 1967 - 
Je r sey  Ci ty  SMSA 

Centra l  c i t y  4.95% 5.35% 
Outside c e n t r a l  c i t y  4.04 3.88 
Rat io  of CC t o  OCC 123 138 

P-C-P SMSA 
Centra l  c i t i e s  3.02% 3.46% 

Paterson 3.76 4.34 
C l i f t o n  1.90 2.46 
Passaic  3.39 3.58 

Outside c e n t r a l  c i t i e s  2.43 2.53 
Ratio of CC t o  OCC 124 137 

The major c i t i e s  of New Je r sey  have long been a  haven f o r  innnigrants from the  
r u r a l  South, a s  wel l  a s  from abroad. Accul turat ion of newcomers presented no f i n a n c i a l  
problems t o  c i t y  governments s o  long a s  f i s c a l  resources  remained adequate.  The ev i -  
dence is  overwhelming, however, t h a t  these  resources  a r e  n o t  expanding i n  proport ion t o  
the  demand f o r  governmental s e r v i c e s .  The s i t u a t i o n  is  p a r t i c u l a r l y  acute  i n  New Je r sey  
because "home rule"  ( l o c a l  r e s p o n s i b i l i t y  f o r  f inancing publ ic  s e r v i c e s )  cont inues  t o  
dominate f i s c a l  pol icy.  The s a l e s  t a x  adopted i n  1966 has no t  m a t e r i a l l y  a l t e r e d  t h i s  
p a t t e r n .  

A p a r t i a l  s o l u t i o n  t o  the  c e n t r a l  c i t y  problem would be t h e  t r a n s f e r  of t h e  
welfare  func t ion  t o  t h e  S t a t e  government. C i t i e s  bear t h e  brunt  of "general  ass is tance"  
c o s t s  and con t r ibu te  t o  county governments a  p r o  r a t a  s h a r e  of expenses f o r  c a t e g o r i c a l  
a s s i s t a n c e .  

General purpose g r a n t s  based on the  he igh t  of the  proper ty  t a x  r a t e  would a l s o  
a l l e v i a t e  the  d i s p a r i t y  between high t a x  c i t i e s  and the  low t a x  communities of the  SMSA 
Ring. Although s t a t e  g ran t s  t o  school d i s t r i c t s  a r e  inverse ly  proport ional  t o  t axab le  
wealth per pup i l ,  the  formula i s  l e s s  h e l p f u l  to  the  c i t i e s  than t o  suburban school d i s -  
t r i c t s  where t h e  r a t i o  of enrollment t o  population is  r e l a t i v e l y  high.  



FISCAL DISPARITIES I N  NEW JERSEY SMSA'S 

Per Capita 
Per Capita Expenditures 

Tax ~ase; 1965~ 1964- 1965 
A1 1 Real A1 1 

Tax  ate^ Taxable Taxable All Except 
1967 1965 Property Property Functions Education -- 

Jersey City 

Central city 5.35% 4.84% $3,369 $3,035 $324 $231 
Outside central city 3.85 3.99 4,630 4,355 279 195 

Newark - 
Central city 6.62 5.53 3,964 3,551 413 299 
Outside central city 3.25 3.14 6,787 6,555 280 145 

Paterson-Clifton-Passaic 

Central city 3.46 3.15 5,334 4,871 244 152 
Outside central city 2.53 2.49 7,665 7,386 226 108 

Notes: a. Effective tax rate on all real property. 
b. Property tax base in 1965 consisted of equalized valuation of real property, 

fractional values of business personal property, and assessed valuation of 
Class I1 railroad property. 

Source: N.J. Division of Taxation and Division of Local Government--Annual Reports, 
U.S. Census Bureau and ACIR tables. 



Fiscal Disparities in the 
ATLANTA, GEORGIA 
Metropolitan Area 

Excerpts from a Report by 
Richard M. Forbes and Carl J. Tschappatt* 

Georgia State College, Atlanta 

Central Outside 
Maior Fiscal Disparities. 1965 Citv Central Citv 

Per capita State and Federal aid $ 53 $ 63 

Per capita revenue from taxes 128 89 

Per capita educational expenditure 6 9 100 

Per capita noneducational expenditure 22 7 114 

Total estimated population, 1964 (thousands) 535 626 

This southern city is also the State capital of Georgia, but 
even reapportionment has not brought much aid or understanding of its 
problems from the State legislature. Rural-dominated, at least until 
lately, the legislature is accustomed to dealing with the problems of 
municipalities by ad hoc special legislation. Attitudes on racial dis- 
tribution, typical of the South, have heightened resistance to regional 
treatment of the problems of urbanization. 

* Under subcontract with the Atlanta Region Planning Comission. 
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General Description of the Atlanta SMSA 

The Atlanta SMSA is composed of 5 counties, 44 municipalities, and 9 school dis- 
tricts. The City of Atlanta, with a 1966 population of 499,000, contains more than 40 
percent of the SMSA population of 1,211,000. Other--municipalities range in size from 
40,724 people in East Point to 96 in Chattahochee Plantation. Atlanta lies in Fulton 
and DeKalb Counties, Fulton being the SMSA'S central county. The following table re- 
flects the extent of urbanization in the five counties. 

CITIES IN THE FIVE COUNTIES OF THE 
ATLANTA STANDARD METROPOLITAN STATISTICAL AREA, 

APRIL 1966 

Incorporated Number of Cities 
Area Population Having a Population 

Percent Under 5,000- Over 
County Number of Total 5,000 10,000 10,000 

Clayton 37,475 50.8% 5 - 1 
Cobb 56,339 32.0 5 - 2 
DeKalb 90,289 27.2 5 2 2* 
Fulton 535,749 90.2 6 1 3 
Gwinnett 17,319 32.2 13 - - 
Metro Area 731,169 60.4 34 3 7 

*One of these 2 cities is the DeKalb County portion of the city of Atlanta. 

Source: Atlanta Region Metropolitan Planning Comission, Population and Housing, 1966, 
pp. 12-15. 

More than 60 percent of the metropolitan area population lives in incorporated 
places, although a majority of the people in Clayton, Cobb and Gwinnett Counties lives 
outside municipalities. Approximately 75 percent of the cities in the SMSA have a 
population of fewer than 10,000 people, and nearly two-thirds contain fewer than 2,500 
people. Fulton and DeKalb Counties are urban in nature; Clayton, Cobb and Gwinnett are 
substantially rural. 

The Atlanta SMSA contains more than 1,700 square miles, nearly 400 square miles of 
which contain urban development. The central city contains approximately 130 square 
miles. 

Atlanta is the communication and transportation hub of the southeastern region of 
the nation. The Atlanta SMSA is moderately industrial, containing two automobile 
assembly plants, an aircraft manufacturer, and a diversified list of smaller industrial 
firms. Nearly every agency of the state and federal government is represented in 
Atlanta. District offices of the Internal Revenue Service, the Federal Reserve System, 
the Department of Housing and Urban Development, and other national agencies offer many 
jobs to clerical workers. The Georgia State Government is centered in the city, and 
Atlanta's portion of state level governmental activity is substantial. In the private 
sector, manufacturers' representatives and district sales offices of industrial, insur- 
ance, and consumer service firms expand the city's total office space requirements to 
more than 8 million square feet as of 1967. All this activity is expected to expand 
steadily during the next ten years. 



SUMMARY OF DISPARITIES 

The many factors considered in this report are difficult to merge into a concise 
summary, but a number of differences have been observed among governmental units that 
appear to indicate disparities. The most obvious is that all governmental units employ 
different accounting procedures, making comparisons among them difficult at best. Other, 
more pertinent differences are considered in eight ways: (1) county-county; (2) county- 
city; (3) city-city; (4) central city versus suburban communities; (5) state government 
policies; (6) regional government policies; (7) local government policies; and (8) 
fbderal government policies. 

Relationships Among Counties 

The two urban counties of the SMSA, Fulton and DeKalb, can be characterized as 
being high income, high education areas as compared to the three more rural counties. 
Their revenue and expenditure levels are generally higher on a per capita basis, and 
they contain refined county government units which offer many services. DeKalb County 
provides outstandingly high levels of fire protection and sewerage services, and Fulton 
County offers a sophisticated health and hospital system. Gwinnett County is at the 
other extreme, characterized by a low level of income and education and by a high need 
for welfare funds. 

None of the counties has incurred a level of debt that might be deemed excessive, 
although Gwinnett County, the least wealthy of the five, is subject to a lower ~oody's 
rating on debt obligations than the others. Debt ceilings imposed by the state have not 
created significant limitations upon counties in the SMSA (except for two board of 
education problems in Fulton due to low assessments), and a recent change leading to 
higher tax assessment levels will increase the ceilings far beyond the level of current 
needs. 

The Total tax burdens upon property within all of the counties have been increasing 
in recent years, although a high dependence upon personal property taxes has kept the 
effective burden rate to a level between 1.05 percent and 1.33 percent. Only DeKalb 
County has been at the 1.33 percent level, with the other counties operating at a level 
of 1.25 percent or less. A 1967 move to effect uniform assessment among all Georgia 
counties may cause DeKalb County's assessment level to decline, while those of all other 
counties will increase. Intercounty tax burden disparities are expected to be lessened 
substantially by this action. 

Fulton County has been the predominant industrial county in the SMSA for many years, 
followed by DeKalb and Cobb Counties. Clayton and Gwinnett Counties are not industrial 
centers, although Clayton does have a sizable amount of land zoned industrial. 

County governments in the Atlanta SMSA provide a substantial portion of the area's 
governmental needs. The differences in activity level among them have not provided many 
points of common interest, and suggestions that nearby Douglas and Rockdale Counties 
shou~d be made part of the SMSA have met with little interest. The counties cooperate 
in few areas, the most notable being the joint hospital (and some sewerage treatment) 
efforts between Fulton and DeKalb Counties. 

Relationships Between Counties and Cities 

Joint county-city efforts to accomplish governmental goals are found only between 
the city of Atlanta and the counties in which it lies, Fulton and DeKalb. Virtually a 
complete separation of activities is found in Clayton, Cobb and Gwinnett Counties, and 
DeKalb County performs the lion's share of the services needed by most of its municipal- 
ities. These service differentials lead to a significant disparity among city dwellers 



and residents of unincorporated areas. The city dweller in Fulton County must help pay 
for services provided to unincorporated areas of the county, while the resident of un- 
incorporated DeKalb County helps pay for services rendered to municipalities (other than 
the DeKalb County portion of the city of Atlanta). This is also true of debt. In addi- 
tion, Atlanta residents assist in providing the Fulton County Board of Education with 
operating funds. Both systems appear to have merit; however, a need for an optimal 
balance is indicated. 

Atlanta provides water service to parts of unincorporated Fulton County, and it 
assists the county in maintaining fire and police protection. The city and the county 
work together closely in planning, and their separate school systems are likely to be 
merged within the next few years. 

The county governments tend to operate at a much lower per capita cost in providing 
needed services than the cities. Only Doraville (DeKalb County) and Forest Park in- 
curred lower total per capita expenditures than the highest cost county (DeKalb). These 
differences are most notable in the expenditure categories for general administration 
and sanitation and sewerage. The differences do not indicate efficiency or inefficiency; 
the categories merely indicate the governmental unit tkat provides these services. 

Relationships Among Cities 

Disparities among suburban communities with regard to sources of revenue and pro- 
vision of services are few. The Cit) of Marietta expends much higher per capita amounts 
for administration, police protection, and fire protection than do the other cities 
studied. The DeKalb County cities spend the lowest amounts, primarily because of the 
extensive service levels of the county. 

A significant difference arises among communities with regard to the sale of power 
and water. East Point sells power to many commercial users and to the City of College 
Park, providing a large source of revenue. This eases the requirement for high property 
taxes, while bedroom communities such as Decatur and Forest Park must rely very heavily 
upon property taxes. A general conclusion can be drawn that city power distribution 
and sale operations are highly desirable, although East Point has the advantage of a 
large number of industrial power users to increase its revenue. Marietta also provides 
power, but its total revenues from power sales are significantly lower than East Point's, 
yet still higher than those of cities not providing such services. 

Central City Versus Suburban Communities 

Atlanta contains a variety of high and low income residents, with a high concentra- 
tion of nonwhites. Welfare costs are exceptionally high in the central city, and the 
attendant problems of crime, public health needs, et al., are much more severe than 
those of the suburban municipalities. 

A substantial portion of the SMSA1s industrial and commercial activity is concen- 
trated in the central city. The suburbs have been attracting some of this activity, 
however, and many problems have beset the city administration regarding the business of 
transporting people to and from their place of employment. The Negro has an identity 
in the central city, and although his job might move to the suburbs, he tends to remain 
an urbanite. 

The central city has experienced higher per capita costs in the areas of adminis- 
tration, police, and parks and recreation. In fact, Atlanta is the only city in the 
SMSA that provides a sizable amount of recreational facilities. 

Among all the differences between the central city and its suburbs, the major 
problem is that of caring for the low income Negro population. The city's top priority 



problem is to develop a program for feeding, clothing, housing, training, transporting, 
and employing this segment of the population. 

. State Government Policies 

The state of Georgia is a "nonurban policy" state. Legislation regarding consolida- 
tion of communities is strictly ad hoc, and matters dealing with annexation and other 
governmental affairs are usually treated through special (class) legislative acts. A 
leadership vacuum exists because of the lack of state policy regarding urban matters. 

The state is attempting to equalize disparities among governmental units in a num- 
ber of key areas, namely welfare, education, and health, but it has not taken action to 
allocate highway funds to the areas of greatest need. Within the Atlanta SMSA, Gwinnett 
and Clayton Counties obtain a greater per capita revenue for highways than the others, 
although Atlanta and Fulton County would appear to have a greater need. The state 
works to supplement federal funds rather than provide a comprehensive plan for all funds. 

Regional Government Policies 

Regional policy in the Atlanta SMSA results from nonpolicy decisions in most cases. 
Comprehensive plans for the region have been prepared, but they have not been adopted 
by the local governments. The lack of such a plan or policy drawn from a plan has led 
to significant imbalances in areas covered by water and sewerage services. 

The Atlanta Region Metropolitan Planning Commission has worked to develop region- 
wide plans and programs, but intergovernmental jealousies have prevented significant 
coordination. The state has not entered this arena, and a significant reduction in 
local provincialism will have to occur before regional planning can become effective. 

Local Government Policies 

The counties and cities in the SMSA compete actively to attract heavy duty tax- 
payers. Zoning practices and property taxing (inventory) procedures are not consistent 
among governmental areas, and changes are made to accommodate the needs of individual 
land users. 

The central city has worked to develop a plan for housing and employing its Negro 
population in light of the commercial and industrial shift to the suburbs. Rapid 
transit lines are proposed to transport central city Negroes to suburban jobs, and urban 
renewal efforts are being made to improve their living conditions. This is necessary in 
light of anti-integration pressures from the suburbs. The program will likely continue 
in this manner. 

Federal Government Policies 

The federal government is applying substantial pressures to eliminate the dispari- 
ties between the central city and the suburbs. Anti-segregation of schools and of 
housing are required to obtain certain federal funds, and these funds are essential to 
Atlanta's growth and prosperity. The pipeline between federal agencies and the SMSA has 
been connected only to Atlanta, and Atlanta has expressed the desire to desegregate. 
Other cities are beginning to realize a need for federal funds, and their attitudes 
toward race will have to change to obtain them. The central city-suburb problem is one 
of Atlanta's most serious, and federal activities will likely provide an increasing 
amount of relief during the next few years. 



RECOMMENDED REMEDIAL ACTIONS 

Public Actions 

The problem of curing disparities will not really reduce itself to any simple 
action, or group of actions, by various public or private bodies. The remedy must be 
accomplished through a wide variety of activities performed at every level of government. 
Probably the most important activity is at the private communication (and conditioning 
of citizens) level. Until people become concerned, and through their concern express a 
willingness to act, disparities will continue to grow. 

The elimination of all disparities is not the complete objective of the authors of 
this study. Certain disparities should be permitted--maybe even encouraged. Assuming 
that separate communities (public organizations and bodies politic) will continue to 
exist--at least in the short run--then it seems proper to permit the citizens of comrnuni- 
ties to have something to say about whether or not they should live with, for example, 
a concrete block city hall or a city hall finished in marble. Similar choices should be 
available in other aspects of government, but it is not the purpose of this study to 
detail the choices. 

The authors are concerned with the quality of public services, especially as a 
higher or lower quality of service might create significant disparities in the metropoli- 
tan area. The various sources employed in this study did not disclose differences in 
finances that could be associated with facts demonstrating whether or not a service was 
being offered at an acceptable level. The authors have no way of determining from a 
financial report information about the quality of, and frequency of, garbage collection. 
The quality of the effluent from a sewage treatment plant was not described, nor was 
the percentage of a city's (or county's) sewage that gets treated, nor the quality of 
water downstream from a political jurisdiction. Obviously, a high quality of perform- 
ance could breed a great disparity if most governments performed at a lower level or 
refused to undertake the function. 

Probably the most significant action that can be taken to cure the financial dis- 
parities, and quality of service disparities if they exist, in the Atlanta metropolitan 
area--or in any other metropolitan area--lies in the field of education. Citizens, e.g., 
voters, must be educated, within and outside of the school system, to the problems of 
government. Too many times have Aldermen of the City of Atlanta campaigned for reelec- 
tion on the grounds that property taxes were too high and should not be raised. It 
seems to the authors that public relations programs from the governments of the metro- 
politan area or from the state should be mounted to express the true costs of govern- 
ment--and the true level of public service being received by citizens. The "mystique" 
of high property taxes in the Atlanta metropolitan area is not justified by facts un- 
covered and analyzed by the authors. Yet, as this report is being written, citizens of 
Fulton County and Atlanta are protesting increases in annual taxes of about ten percent 
in most cases. Some of the most vigorous protests are apparently being delivered by 
people who are feeling the diminished effect of a homestead exemption when higher as- 
sessments are made. Some of the protesters are paying real estate taxes for the first 
time! The attitude that encourages such reaction to very modest taxes (or tax increas- 
es) should be overcome. Apparently the public officials of the Atlanta metropolitan 
area, including those of Atlanta and Fulton County, have not come to recognize the fact 
that it costs more to operate an urban or suburban government than it does to run a 
rural county. 

The recommendations which follow are oriented to the philosophy that a series of 
actions must be taken at all levels of government. The fact that fiscal disparities 
among local governments do exist does not place the responsibility on any one level of 
government to cure them. Probably actions can be taken at any level to minimize the 
disparities with some effect, but cooperative and collaborative actions are required to 



get to the bottom of the disparity problem--the nonequities' and injustices of local 
government. 

Local Remedies 

Many disparities are created by actions that are more than purely local. Therefore, 
very little can be accomplished locally to overcome them. The "economic accidents" of 
a tax base, or an industrial employer, or a commuting pattern, might have been important 
to the creation of a disparity in a locality. Other disparities might have been created 
by social attitudes--the race problem for example, but also the white suburban attitude. 
Little opportunity exists to overcome these attitudes by local actions. Atlanta's 
attitude about annexation presents another example of a strange attitude that really 
should be changed. 

The following specific actions should be taken. 

1. Adopt a unilateral annexation program for Atlanta.--Any territory that quali- 
fies under the Plan of Improvement annexation procedure should be taken into the city as 
soon as possible--even areas which were once given an opportunity to vote. County lines 
should not be respected. Atlantans can no longer be worried about appearing to be "nice 
guys" and about the "we don't want you if you don't want us" attitude. 

The justification for an Atlanta annexation program is based on the fact that 
Atlanta's governmental costs are increasing faster than the city's ability to raise 
money through taxes. While annexation by Atlanta will expose more people to overlapping 
taxing authority, the procedure would keep the taxpayers of Atlanta from bearing an even 
higher tax burden than is now the case. This would help minimize the growing disparity 
between the Atlanta taxpayer and all other metropolitan taxpayers. There is no good 
reason for the city of Atlanta to permit its citizens to carry increasing tax burdens 
when annexatioa would help to diminish that burden--if other taxpayers, in DeKalb County 
for example, can be annexed and made to share Atlanta's responsibilities. 

The annexation authority available to the City of Atlanta through the Plan of Im- 
provement provides a device through which some of the disparities associated with being 
a taxpayer of both the city and Fulton County can be minimized. Annexation of territory 
would permit the City of Atlanta to increase its tax base without diminishing the Fulton 
County base. An annexation program mounted by the city, coupled with a merger of the 
two school systems (Atlanta and Fulton County), would essentially combine the two 
governments. This idea was suggested recently in the public press by a departing county 
manager. 

A formal merger of the governments of Fulton County and Atlanta has not been sug- 
gested by the authors because of the problems that might be created with regard to sever- 
al of the small municipalities that exist within the county. Cities such as East Point 
with its 40,000 residents will suffer unique problems if the county is "taken out from 
under" them. The problem of College Park and Hapeville might also be difficult to re- 
solve. City-county merger is a long range idea which might be very productive to pursue 
in long range terms. It obviously would provide one procedure through which certain dis- 
parities and taxing inequities that now exist between Atlanta, Fulton County, and some 
other cities of the county could be eliminated. 

2. Merge the Atlanta and Fulton County school systems.--A merger would eliminate 
a small amount of tax overlap, i.e., the small tax paid by city residents, and it would 
permit the inequities between the two systems to be resolved. 

3. Remodel the Atlanta city ,government.--The city is in need of a modification of 
its form of government. It should change to a strong executive form, probably by some 
sort of gradual process. The machinery as it now exists is clu~sy and operates essen- 
tially without a chief executive. This accents the problem of inequities because the 



government cannot be directed to solve a problem or mount a legislative program. 
Atlanta's city hall should be so arranged that it becomes known who is to "bell the cat" 
on issues. 

4 .  Adopt a new attitude about property taxes.--All local governments should forget 
their past attitudes about property taxes. Data collected in this study have indicated 
that the tax burden on property is relatively low--certainly reasonable--and it can be 
increased in virtually all jurisdictions without economic damage. Virtually all other 
taxes that could be considered for local relief can be considered regressive, especially 
in Atlanta with its great collection of the urban poor people. A possible exception to 
this might be an Atlanta payroll tax. 

One qualification is necessary: The problem with the property tax is that it is 
regressive. The tax applies to all property at the same rates, causing excessive hard- 
ship to those whose income flow has radically declined. The urban poor now need more 
subsidy than they are presently receiving but increases in the property tax will make it 
necessary to increase the direct and indirect subsidies now being made available to the 
poor and disadvantaged through grants, vocational education, public housing, and related 
programs. 

Regional Remedies 

Few opportunities exist to eliminate disparities through collective action at the 
regional (metropolitan) level. The existence of 5 counties, 44 cities and 9 school 
districts has helped to create the present disparities. It seems highly improbable to 
the authors that the units of government which have established the disparities would 
cooperate to eliminate them. It seems likely that regional action might take the form 
of functional consolidations of those services which the central governments of Atlanta, 
Fulton County, or DeKalb County have established at high performance levels. The 
authors suspect this because the smaller governments would be foolish to ignore the 
"free ride" available in the functional consolidation--for example, police services, 
fire protection, code enforcement and similar activities. It seems improbable, however, 
to expect the educational system to advance through consolidation because of racial 
problems which vary widely from one school district to another. 

Considering the question of regional (metropolitan) remedial action in its true 
dimension--not on a cooperative basis--changes the reaction of the authors. The types 
of regional activity that might be undertaken through legislation enacted on the state 
level permits the development of certain new dimensions that might help to minimize some 
of the disparities. In the spirit of realism, however, the suggestions are offered in 
the context of existing governmental forms, regardless of how weak and fragmented they 
may be in many cases. These suggestions are also oriented to the basic concern that 
members of the Negro community may have for their base of power: a concentration in 
Atlanta which them to exercise considerable political "muscle." It is hard to 
believe that concerned Negroes will permit their voting strength to be diluted by whole- 
sale annexation of tens of thousands of whites to the City of Atlanta, or that very many 
Negroes will migrate to the suburbs even if open occupancy legislation is passed and 
made effective. With this type of philosophy as a background, it seems reasonable to 
assume that metropolitan arrangements that preserve a measure of voting strength in each 
political jurisdiction while permitting regional dimensions in selected functions might 
solve the short range, or perhaps even intermediate, problem. A long term solution 
might reach into the metropolitan government arena, but the authors have avoided that 
for the present. 

Regional actions that might be taken are as follows: 

1. Establish a school tax base for the metropolitan area.--A school tax base would 
be designed to eliminate the very heavy discrimination now exercised by the state over 
the large systems operated by DeKalb County, Fulton County, and the City of Atlanta. 



The school districts could remain separate (although Fulton County and Atlanta could 
merge), but the tax base could be regional--based upon uniform assessments. Funds could 
be distributed by a procedure based on the expense of the types of educational programs 
offered in each school district. Managing the distribution of funds would be difficult, 
but the advantage of the system is that resources of the region could be allocated to 
places of need. For example, the DeKalb Junior College could be supported because it 
trains technicians, and the Atlanta School District program of vocational and clerical 
training (which meets the training needs of the urban poor) could receive a high level 
of support. Other systems with more conventional programs would be supported at dif- 
ferent levels of money input. 

2 .  Establish regional land use management.--One of the problems found in all units 
of the Atlanta SMSA is the compulsion to gather industry and the "right" kinds of 
residential uses into the political jurisdictions. The disparities created by this com- 
petitive procedure, and the ungraceful, sometimes inefficient, land use patterns that 
emerge make a case for better land use control. One way of effecting this type of con- 
trol would be through a state-established body, staffed by professionals, which would be 
given the authority to approve or disapprove local land use decisions. dmplementing 
this type of procedure would involve thinking of land--at least within a metropolitan 
area--as a utility and conceiving of the regulatory body as a utility commission. Local 
initiative would be preserved in that conventional land use planning and zoning author- 
ity could be lodged in each of the local governments as it is now.   he land use manage- 
ment agency, however, would have the responsibility of reviewing and making final deci- 
sions about private investments if they did not conform to the regional plan created by 
them, by the regional planning agency, or by the local planning agency. One of the ad- 
vantages that would accrue to the metropolitan area is that local disputes about gain- 
ing an industry and the "trading" that transpires between an industry and a government 
seeking a taxpayer would be eliminated. With the proposed arrangements for a metropoli- 
tan school tax program, some of the local concern for the tax base might be lessened. 

3. Establish regional capital improvement management.--Some of the inequalities 
that appear on the local government scene are related to the ability or inability of 
communities to pay for capital improvements. This is exaggerated by the problem of the 
state and federal grant system which ties funds to certain amounts of local efforts. 
Without the local effort, supporting funds from outside of the community frequently can- 
not be brought into the picture. The basic idea behind managing regional capital im- 
provement investments is to provide a method of evaluating the place of greatest need 
and directing state and federal funds--for whatever purpose--to the projects of highest 
priority. 

The procedure would not diminish local initiative regarding projects that any com- 
munity wished to construct, if such projects were to be financed locally, unless, for 
example, a community chose to build a new city hall in the path of a proposed express- 
way. A project under consideration would be reviewed by the management agency to de- 
termine its eligibility for grant assistance from state or federal funds, and, if 
eligible, the funds could be made available. 

The organization of the agency might be similar to the land use management agency 
suggested above. The two agencies could be divisions of a regional resources manage- 
ment agency, all of which would be staffed by professionals. Policy for the agency 
might be erected by a board of ex-officio elected officials from the SMSA plus several 
ex-officio employees of state and federal governments. 

State Remedies 

The authors feel that the State of Georgia will not move into the leadership vacuum 
that has been created because of the fragmentation of the Atlanta metropolitan area. 
The state could exercise certain types of authority, but because of the state's reserva- 
tions about racial problems and urban problems, and the fragmentation of the metropoli- 



area's legislative delegations, distinct and definite action on anything but the most 
basic--or most compelling--issues cannot be expected. Accordingly, it may be necessary 
to coerce the state into action (legislators included) by making all federal grants to 
the state, to cities, to counties and to metropolitan facilities contingent upon special 
organizational arrangements--for example, the regional land use management and regional 
capital improvements management agencies. 

The tasks that the state should undertake and the legislation that it should enact 
represent reasonably simple chores for a government with Georgia's vast resources at its 
command. Certain legislative measures should be passed, and certain supervisory func- 
tions should be assumed by a new state agency. In the context of local resources and 
the present input of money into most of the units of government of the metropolitan 
area, a fair distribution of funds might solve the most pressing financial problems. 
The massive financial problem associated with the construction of a meaningful rapid 
transit system might call for special financial consideration. 

Recommendations for State action: 

1. Adopt uniform accounting procedures.--The state should pass a law which requires 
all political jurisdictions, cities, counties, special districts, school districts, - 
public service authorities and similarly created bodies, political and public, to use 
the same accounting procedure for public funds administered by them. The law should 
contain a provision that all of the financial reports shall be filed for record with the 
state. The records should be reviewed periodically to provide background information 
for judgments made by legislators, public officials and citizens about the state of 
affairs in any public body--and to compare the various bodies when necessary. 

This recommendation should be extended to include the development of a data pro- 
cessing system so that records could be programmed to permit the data to be available 
for analysis on short notice--for example, annually before the beginning of each legis- 
lative session. The availability of data in such a fashion would have materially aided 
this study and considerably increased its insights as well as strengthened its conclu- 
sions. 

2. Establish a local povernment bureau.--This recommendation could be stated as 
the establishment of a regional (or local) services bureau, but that probably would not 
be a very popular title for Georgia legislators. This bureau would be an agency de- 
signed to be the custodian of the record system recommended above. It should be more 
than a record keeping operation, however. The bureau could undertake the task of con- 
stantly analyzing the problems (and procedures) of local governments and the services 
being operated by them. Cost, efficiency, qualitative and quantitative tnalysis of 
local and regional equalities and disparities could be a major role. There has been 
some discussion about the need to establish a local government service bureau, but the 
concept has been related to the type of agency that would furnish technical services to 
municipalities (possibly to other types of local governments), and the specific intent 
is not known to the authors. The two types of functions could well be combined, but the 
agency that is needed must be oriented to the development of facts about regional and 
metropolitan governments and the disparities that exist within and among governments 
and public agencies. 

The bureau should have as one of its principal functions the making of recommenda- 
tions to the governor on any matter deemed to fall in the area of regional service 
problems. It could also be used to make recommendations on matters of municipal or 
county legislative importance, and to study and comment upon requests for legislation 
from local public bodies. 

3. Adopt general enabling acts on municipal and regional matters.--This reconunen- 
dation could be reversed, to read, "Avoid adoption of special legislation. . . ." The 
state's propensity to deal with local matters on an ad hoc basis is destructive of 
cooperative action--at least in the case of metropolitan Atlanta. The solution of one 



local problem by one provinciality in the Atlanta area does nothing to eliminate any 
disparity, fiscal or otherwise, because so many dispraities now exist. 

A legislative refusal to deal with individual problems is not likely because of 
the orientation to local legislation requested by each community's legislative delega- 
tion. The most recent experiences of the legislature indicate that this will be the 
case even in the more urban legislature created by reapportionment. The state, however, 
is not completely in the hands of the "city slickers," so an opportunity may exist for 
like-minded legislative statesmen to rise above their circumstances and develop ongoing 
policy relative to urban, regional and metropolitan problems. A use of the advisory 
agency recommended above would furnish guidance to such an effort. It is in this area 
that the state of Georgia has an opportunity to exercise leadership. A body of new 
enabling acts (and constitutional amendments if necessary) might help diminish dis- 
parities. 

Federal Remedies 

Federal programs that have been designed to aid city, county and state governments 
have been oriented to the financial grant. This has been of some significance in cer- 
tain functional areas in which disparities appear. Not every unit of local government 
has taken advantage of all of the programs--sometimes because of the "strings" attached, 
sometimes because of prejudice and sometimes because of pride. Of course, it takes 
several full time experts to keep up with and to make application for all of the differ- 
ent kinds of programs--so ignorance is also a problem. The strings attached to many of 
the federal programs have caused the governments seeking help to establish standards and 
procedures that would permit the use of federal funds. These standards probably would 
not have been established in many of the cities and counties of the Atlanta metropolitan 
area without federal money as "bait." 

One criticism that can be made of the federal procedure which was mentioned earlier 
in the report is that funds are not directed to places of greatest need--if the govern- 
ment involved does not apply. Thus, the funds may not actually relieve a disparity; 
they may increase the disparities which already exist in a metropolitan area. The 
authors are willing to agree that every community has a right (within reasonable stand- 
ards) to reject help, or to live by lower standards, but it seems that highly signifi- 
cant communication and perception barriers still exist with regard to federal programs, 
including those which make money directly available to a local government. The com- 
munication problem may not rest completely with the federal government or the agencies 
responsible for administering grant programs; it may exist within the state house, in 
city hall, or the courthouse. 

The fact is that the multiplicity of programs and agencies has not been conceived 
of as a "package" nor has it been communicated to cities, counties, states or school 
districts as a package, nor as a series of related programs. Usually the programs are 
not even coordinated, either at the executive level or at the congressional level. 
Accomplishing that might be an impossible task, but the communication job can be done. 

Recommendations for federal action are as follows: 

1. Establish a complete analysis of all federal programs designed to aid non- 
federal governments.--Ideally this might take the form of a loose-leaf notebook, updated 
annually, that would give basic program information. It could be submitted to the chief 
executive officers of major units of state and local governments. The authors suggest 
that the material need not be made available to local governments because it is 
hoped that a state bureau of local service (recommended earlier) would perform the com- 
munication function. It might be a useful document for members of Congress, and high 
ranking officers of the executive branch. The information should be cross-indexed and 



should include an inventory of programs and projects, even if the projects are not con- 
ceived of in the context of federal aids to localities. For example, the index might 
include an analysis of projects of the Corps of Engineers programmed or underway in the 
various states. 

2. Establish state and metropolitan coordination and evaluation offices.--The need 
to make value judgments about the merits of one local program over another should ideally 
be made in a regional office manned by non-federal personnel. The recent designation of 
metropolitan planning commission staffs as the reviewing agency is a step in the right 
direction, but it may not go far enough, because not all programs are to be so reviewed. 
Ideally, the agency might include certain federal officials who have a coordination 
responsibility. 

The review function should have the added responsibility of evaluating requests for 
funds or programs in the context of the disparities which exist in the metropolitan 
area--or in the state. The regional resources agency recommended earlier could fulfill 
that function. Unless broader judgments are made at the regional economic and quality 
level, misuse of funds will be assured. The physical perspective will not serve with- 
out effective evaluation of economic, social and temporal needs. 

3. Develop and enforce a policy of no aid unless f@ll re~ional evaluation is made 
at the metropolitan level.--In the opinion of the authors, the key to enforcing the 
principle of effective coordination of both local and federal funds in metropolitan 
areas is through the procedure described above. A gradual enforcement of the denial 
procedure would be necessary, but the coercion of such a program would materially aid 
in its establishment. The denial should include all funds--even those administered by 
the state, such as highway programs. The authors do not feel that more money should 
necessarily be used as the "bait" for the evaluation procedure, although the funding of 
the agency itself might assist in its establishment. 

4 .  Establish the principle of "pooled1' federal funds. --One of the very disturbing 
aspects of federal aid is the separateness of the funds. Federal funds cannot usually 
be used between programs to match other federal funds or to generate more federal funds. 
However, there exists a federal funds "gamesmanship" procedure that permits--even en- 
courages--a community to engage in certain kinds of projects at the correct times so as 
to maximize the amount of federal funds that a project can generate. The gamesmanship 
aspect of federal programs probably causes distortions of priority and certain exaggera- 
tion of needs. It may cause a community to pull critically needed funds from one type 
of high priority project so that they can be placed in another which will permit greater 
proportions of federal aid. Many times, however, this second project may not be as 
necessary to the community. 

It might be possible for a circumstance to develop in which a local program might 
become completely perverted in order to generate the greatest number of federal dollars 
for another, completely different kind of activity. For example, consider the impact 
of the very expensive rapid transit facilities upon urban renewal project areas. Sta- 
tion stops, serving lines and special spur lines into an urban renewal project area 
could generate enormous amounts of local credits for urban renewal projects for the com- 
munity. In fact, the costs of transit are so great that it might be possible to finance 
entire urban renewal programs in a city through the judicious use of transit facility 
construction at the correct time. It might be that such activity will compromise at 
Least the timing of the installation of rapid transit facilities. It could result in 
the delay of certain urban renewal projects which would otherwise be considered high 
priority. The tactic could also result in giving rapid transit a bad name because it 
was being used to provide all of, or a major part of, the financing for urban renewal 
projects. Lastly, it could result in a vastly increased cost of the transit network 
because of the location of rapid transit lines in urban renewal project areas--rather 
than in other more logical places where direct service might be needed. 



The possibility of some of these circumstances arising in Atlanta is obvious. The 
city is engaged in a relatively large scale urban renewal comitment. MARTA, the area's 
rapid transit agency, is ,now planning a system. The goals and objectives of both ef- 
forts may or may not converge temporally or physically. Whatever the case, the use of 
federal funds should not be maximized for one program at the expense of the other. The 
federal programs of financial aid should be designed to maximize aid for both programs. 
The compounding of funds should not be based upon timing one construction project inside 
another; it should be based upon coordination between projects. The federal funds 
should be maximized on the basis of a planned, comprehensive effort to solve problems. 
Funds should not be related to gamesmanship at the local level and jousting with defini- 
tions at the federal level. Funds transmitted to a community should be in amounts that 
would be possible if the games and jousting were successfully accomplished with all of 
the necessary makebelieve. 

The authors believe that some sort of averaging and pooling of funds should be 
possible so that time periods, priorities, locations, even political jurisdictions 
within a metropolitan area could be used to generate the maximum number of federal dol- 
lars. Such a procedure would permit the honest use of programs in the areas of greatest 
need at the correct time without the distortion of gamesmanship. 

Private Action 

Disparities are the ultimate result of the actions of people--people operating as 
individuals, corporations, groups or pressure groups in their own interests. It seems 
to the authors that private actions can be taken by these individuals and groups of 
individuals to overcome disparities. However, the effect of the individual act-ivities 
would not overcome all of the problems. The disparities which exist in many cases are 
overwhelming in their scale and impact. Therefore, the only course of action is through 
collective effort--through public bodies. 

Private action that can be taken, therefore, is that which is oriented to the sup- 
port of public programs which will accomplish the objective of eliminating the damaging 
disparities. 
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SUMMARY OF FINDINGS 

Disparities in the socioeconomic structure between Louisville city and the surround- 
ing communities in the SMSA are considerable and fit the stereotype central city- 
suburb relationship. The city of Louisville has a lower level of income, contains 
over 80 percent of the nonwhites of the SMSA, and over 90 percent of public assist- 
ance recipients. Within the central city, a slum area at the core of the city (40 
percent of the central city population) contains 95 percent of the city nonwhites, 
and over two-thirds of city AFDC recipients. There are four balanced communities 
in the metropolitan area--most of the 57 incorporated municipalities are bedroom 
suburbs with populations less than 1000. Among the outlying communities a relative- 
ly high incidence of poverty is found in only two cases--both of which are unincor- 
porated areas. 

2 .  Central city-suburb expenditure differences show that the core city generally spends 
more per capita on the poverty-linked public services, while suburban areas spend 
more per capita for public education and recreation. This pattern is due to some 
combination of (a) the relatively greater and increasing proportion of the 18-65 age 
group in the outlying areas, which dictates a greater need for educational and 
recreational services, (b) the declining proportion of the central city population 
which is in the 18-65 age group and the increasing proportion of population at the 
poverty level of subsistence--which dictates a greater need for expenditures on the 
poverty-linked services, and (c) the drain on central city services created by non- 
resident trips to Louisville city to place of work, to shop, to the University of 
Louisville, etc., and (d) the nature of intergovernmental (state and federal) 
assistance which tends to reduce the central city-suburb disparity in the needs- 
resources gap for welfare related services, but increase the disparity in education- 
al spending. Among the suburban communities, differences in public service levels 
are not observed--essentially because of inadequate and incomparable data. 

3. A comparison of effective property tax rates demonstrates that the burden is greater 
in the central city than in the suburban communities of the central county. Where 
measureable, the variation among the outlying communities is erratic. The disparity 
in the fiscal ability of the central city and the suburbs would be considerably 
greater if the occupational license (levied on earnings at place of employment) were 
not a major source of revenue to the city and county governments, and to the two 
school districts. 

4. State government policies have had considerable effect on intra-SMSA imbalances. 
First, state aid to education is higher on a per student basis to the county school 
district than to the city district, thereby having a disparity-increasing effect. 
Second, a recent court decision has resulted in full valuation of property, which 
gives local units some flexibility in tax rates. Though this measure could reduce 
the disparity in fiscal resources, it may result in an increase in central city- 
suburb difference in property tax burdens. Third, the state legislature has 
authorized the imposition of a county-wide occupational tax for educational pur- 
poses. These funds will be distributed on the basis of average daily attendance 
and therefore will tend to reduce the disparity. 

5. The forecast for disparities in the SMSA is an increasing imbalance in socioeconomic 
composition between the central city and the suburban areas. Population projections 
to 1975 indicate a constant size central city but an increase in the balance of 
Jefferson county by nearly 100 percent. Further, income level is expected to in- 
crease by a greater amount in the suburban areas and nonwhite population will con- 
tinue to be heavily concentrated in the central city. Within the central city, 
socioeconomic disparities could decline as a result of an imaginative model city 



proposal aimed at the reclamation of the most impoverished area in the core city.* 

Fiscal disparities will also grow since the base of both major sources of revenue in 
the SMSA (the property tax and the occupational license) should increase by a great- 
er amount in the area outside the central city. The projected imbalance in the 
growth of assessed value is due to the greater amount of new construction activity 
projected for the suburbs. Occupational license revenues should increase less in 
the central city because of a continued movement of employment to the outlying areas. 

6. Recommendations: 

A .  The incidence of poverty js high in the central city therefore a major fiscal 
problem is the financing of the poverty-linked services and the financing of 
the physical redevelopmen; of substandard and dilapidated areas. It has become 
increasingly apparent that considerably more federal assistance is needed in 
these areas. 

B. Two measures could be effective in reducing the wide disparity between the cen- 
tral city and suburbs in educational services. First, the state should adjust 
the distribution of aids to (a) reduce the expenditure disparity, and (b) re- 
flect the higher cost of educating students in poverty neighborhoods. Second, 
local school districts should consolidate with the objectives of eliminating 
disparities in fiscal ability and reducing racial and class imbalances. 

C. The provision of welfare services in metropolitan Louisville should be coordina- 
ted to achieve the objective of the reduction of poverty. 

D. The use of the property tax by the Louisville city government may not be con- 
sistent with the objectives of the redevelopment of the core area. The property 
tax should be revised so as not to discourage new construction in the central 
city or to make potential sites in the outlying area more lucrative. 

INTRODUCTION 

Intergovernmental fiscal reforms in the Louisville metropolitan area have enabled 
local units of government to meet the most serious of the recent fiscal crises; however, 
the pattern of urban development in the SMSA has been a strong stimulus to the growth 
of substantial intercommunity fiscal and socioeconomic disparities. The most serious of 
these imbalances--created by the secular stagnation of the central city--is not unique 
to the Louisville area. The central city of Louisville is characterized by a constant 
or declining population and a relatively high incidence of poverty, while the suburban 
areas house the higher income residents of the SMSA and are attracting increasingly 
greater amounts of industry. The existence of this kind of disparity is not necessarily 
bad--the poor concentrate in the core city area because of the existence of the kinds of 
housing they can afford and the kind of jobs and social services which they require. 
Netzer points out that "Indeed, it is probably in the national interest that the poor be 
concentrated in central cities, for it is rather unlikely that their needs would ever 
be sufficiently attended to were they not so conspicuous ."l/ However, these imbalances 

* The Louisville model city proposal was not approved for the first group of model 
city awards, announced on November 16, 1967. 

1/ Dick Netzer, "The Urban Fiscal Problem," Institute of Local Government, University - 
of Pittsburgh, 1967, p. 7. 



become serious when there develops a gap between public sector requirements (needs) and 
fiscal resources, which (a) differs among communities and (b) is accentuated rather than 
reduced by public policy. 

Central to this paper is an intensive examination of the nature and magnitude of 
socioeconomic and fiscal disparities in the Louisville SMSA, a judgment of the degree 
to which public (state, local, and federal) action and policy have tended to accentuate 
or reduce these imbalances, and a disparity prognosis for the cmunities within the 
metropolitan area. The concluding section involves a general discussion of the kinds of 
public action which might be taken to reduce these intrametropolitan disparities. 

The comparisons made in the following sections are designed to enable a more clear 
perception of the overall pattern of disparities in the SMSA. First, the central city 
of Louisville is contrasted with the balance of the SMSA and with the balance of the 
central county. Second, certain salient characteristics of selected individual communi- 
ties (incorporated and unincorporated) within the SMSA are presented where data are 
available. Finally, certain data are available for a small area at the core of Louis- 
ville central city (approximately 40 percent of the city population) making possible an 
examination of intracity disparities. 

DISTRIBUTION OF POPULATION AND LOCAL 
GOVERNMENT WITHIN THE SMSA 

Louisville is the central city of a two-state, tri-county SMSA of approximately 
750,000 inhabitants. The data in Table 1 show the distribution and growth rates of the 
metropolitan area population for each of the three counties and the city of Louisville. 
These comparisons do not indicate significant change among the counties in relative 
size over the decade, but do show that a significant redistribution of population did 
occur within Jefferson County. 

The structure of local government within the metropolitan area is highly fragmented 
(Table 2). The SMSA contains 129 local governments of which 105 have property taxing 
power, while 60 of 69 local governments in Jefferson County have the power to tax 
property. Including the city of Louisville, Jefferson County is overlapped by 49 munic- 
ipalities, of which only 11 have populations in excess of 1,000. The education func- 
tion is essentially the responsibility of a city and a county school district, whose 
boundaries are not coterminous with city limits.21 

Other than the central city, there are four incorporated communities in the SMSA 
which are "balanced," in the sense of containing a reasonable mix of residential, com- 
mercial, and industrial land use (Table 3). Most of the remaining cities within the 
SMSA may be classified as suburban bedroom communities of varying income levels. These 
groupings are shown in Table 3 with 1960 and where available, 1964 or 1966 population 
estimates. 

Of the balanced communities, St. Mathews is rapidly becoming a regional commercial 
center, while the city of Shively contains a major industrial component. Of the bed- 
room communities, Jeffersontown city and the Buechel area come closest to being balanced 
communities in that each contains a substantial commercial or industrial component.,The 
south end of the Buechel area includes the large General Electric Industrial Park, 
which explains the relatively high proportion of nonresidential land use. Howev-r, the 
area in general does not fit the pattern of a balanced community. 

2/ The county school district includes two zones within the central city of Louis- 
yille. 



TABLE 1.--DISTRIBUTION OF POPULATION WITHIN LOUISVILLE SMSA 

Percent  Inc rease  
( I n t e r n a l )  

1960 1966 1960- 1966 

J e f f e r s o n  County, Kentucky 84.2% 83.6% 9.5% 

(Lou i sv i l l e  Cen t ra l  C i ty )  (53.9) (48.8) (-0.1) 

Floyd County, Indiana 7.1 7.0 9.2 

Clark  County, Indiana 8.7 9.3 18.8 

Tota l  SMSA 100.0 100.0 9.4 

Source: U.S. Bureau of Census, Census of Popula t ion 1960; and Lou i sv i l l e  Chamber of 
Commerce. 



TABLE 2.--DISTRIBIPTION OF LOCAL GOVERNMENT WITHIN LOUISVILLE SMSA 

Jefferson County Clark County Floyd County 
(Kentucky) (Indiana) (Indiana) Total - 

All types, total 69 
(With property 
taxing power) (60) 

Municipal 49 
(With population 
less than 1000) (38) 

County 
Township 
School districts 
Special districts 
(With property 
taxing power) 

Source: U.  S. Bureau of the Census, Census of Governments: 1962. Volume V--Local Gov- 
ernment in Metropolitan Areas, U . S .  Government Printing Office, Washington, D.C. 



TABLE 3. --CLASSIFICATION OF SELECTED COMWNITIES WITHIN 
THE LOUISVILLE SMSA: WITH POPULATION ESTIMATES 

Po~ulat ion Within Population Within 
Incorporated Limits 
1960a 1966 

Balanced Communities 

St. Mathews , Kentucky 8,738 14,000b 
Shively , Kentucky 15,155 20,ooob 
New Albany, Indiana 37,812 38 ,218C 
Jeffersonville, Indiana 19,522 20,060d 

Suburban Bedroom Communities 

High Income 
Indian Hills 
Audubon Park 
Anchorage 

Medium Income 
Jeffersontown .- 

Druid Hills 
Okolona 

Low Income 
Buechel 
Newburg 

Census Tract Area 
1964 

aThe Municipal Yearbook, 1964, Table 111, pp. 92-145. 

b~niversity of Louisville Urban Studies Center. 

'u.s. Bureau of the Census, Special Census of the Louisville SEA, May, 1964. There- 
fore, New Albany population estimate is for 1964. 

d~lark County Chamber of Commerce estimate for 1964. 

eUnincorporated areas. 



Indian Hills and Anchorage are representatives of high income bedroom suburbs al- 
though the Anchorage area also has a relatively high incidence of poverty in two pre- 
dominately Negro sections. Okolona is a lower middle income area in the south end of 
the metropolitan area which has experienced rapid growth in the very recent past. New- 
burg is a low income (unincorporated) area in the southern portion of the county with a 
high concentration of nonwhites and the highest incidence of poverty in the SMSA outside 
the central city. 

SOCIC~CONO~C DISPARITIES 

Disparities in Population characteristics 

Louisville represents the stereotype SMSA central city--little or no population 
growth and an increasing proportion of Negro population. Approximately 21 percent of 
the population of the central city is nonwhite while only 3 percent of the Jefferson 
County area population outside the central city is nonwhite. Of the 8,700 nonwhites 
living outside the central city, almost half reside in the low-income Newburg area 
while none of the other communities shown in Table 3 have substantial concentrations 
of nonwhites. However, since 1950 there has been a significant change in the distribu- 
tion of nonwhite residence within the metropolitan area in the form of a movement of 
Negroes to the suburban areas--primarily to the Newburg area in Jefferson County. This 
movement is primarily due to redevelopment efforts in the central city and in part to 
the availability of new housing areas to Negroes. The clustering within the central 
city in the distribution of nonwhite population is even more marked than that between 
the central city and the SMSA. An area containing approximately 40 percent of the 
population of the city of Louisville, located at the center of the core city, contains 
approximately 95 percent of the central city nonwhite population. 

The area of greatest population density in Jefferson County encircles downtown 
Louisville within one to two miles of its core. However, this area has been losing 
population for the past 15 years, primarily because of redevelopment and highway efforts, 
and density has been decreasing. Between 1950 and 1964 much of the central city popu- 
lation concentration was dispersed and low density horizontal residential development 
now covers much of the county./ 

Changes in the age structure of the population in the SMSA have generally followed 
the broad changes in the age structure of the nation as a whole. However, the central 
city of Louisville differs in that (a) the under 18 age group has increased at a slower 
rate than in the outlying areas, and (b) the 18 to 64 age group actually declined, 
while in the metropolitan area it increased. Consequently, the 18 to 64 age group in 
the central city will be called on to assume an increasing tax burden as this major 
wage earning and tax paying group decreases in number. The expenditure implications of 
these central city-suburb differences in age structure changes relate to increased needs 
in the suburbs for schools, recreational facilities, etc., and the increased needs in 
the core city for programs designed to accommodate the elderly--housing, health, wel- 
fare, etc.kl 

3/  Louisville and Jefferson County Planning Commission, Interim Plan Report No. 5 - - 
Population, 1967. 

41 The Economic Base and Population: Survey, Analysis and Forecast for Metropolitan - 
Louisville, Louisville and Jefferson County Planning Commission, 1964. 



The sex composition of metropolitan Louisville has also followed a national pat- 
tern--fertility, birth, and death rates varying only slightly from averages for the 
nation as a whole. But in the city of Louisville, clerical and secretarial job oppor- 
tunities have resulted in the female population increasing at a faster rate than the 
male population. 

Disparities in Housing Characteristics 

As expected, there is a strong association between the distribution of nonwhites 
in the SMSA and the distribution of substandard housing facilities. Approximately 4 
percent of housing units in the central city are dilapidated as compared to only about 
1 percent in the suburban areas of Jefferson County. The model city area within the 
central city contains 73 percent of all dilapidated housing units in Louisville, and 
over 7 percent of the housing units in the model city area are dilapidated (over one- 
half are considered substandard). 

The age distribution of buildings in each area suggests that no consistent rela- 
tionship exists between the age and the condition of buildings, since the lowest-income 
bedroom suburbs show both a relatively newer age distribution of buildings and the 
highest proportion of dilapidated units. Other housing characteristics follow the ex- 
pected pattern among the bedroom suburbs--median value of owner-occupied units is lowest 
in the low income communities, multifamily dwelling units are relatively more prevalent 
in the low income areas, and the percent of dwelling units which are owner-occupied 
tends to be smaller in the lower income areas. 

Disparities in Employment and Land Use Patterns 

The employment-population ratio in the central city is approximately three times 
greater than in the suburban areas of Jefferson County, reflecting the extent to which 
nonresidents commute to the central city to work (Table 4"). Further, the distribution 
of employment inside the central city is oriented much more heavily to manufacturing 
(31 percent as opposed to 12 percent in the suburbs). Among the suburban comunities, 
lower income areas have greater proportions employed in manufacturing while employment 
in higher income areas is primarily in the retail and service industries. This pattern 
is not atypical. The higher income communities are generally located on the east side 
of Jefferson County, away from the major industrial areas. The fact that the lower 
income areas show greater proportions of employment in manufacturing suggests only that 
lower income workers tend to live closer to their place of work. When the General 
Electric Appliance Park (over 11,000 employees) constructed facilities in 1951, the 
nearest suburb was 1-% miles distant. Ten years later, 15 percent of its employees 
lived within four miles, in areas including Newburg and Buechel. This pattern explains 
the wide variations in employment structure among suburban conrmunities shown in Table 
4*. It is worth noting that two large industrial sites have been proposed for the east 
end of Jefferson County--if the General Electric effect applies, this could have a 
significant bearing on the nature of metropolitan area disparities. 

Disparities in the Level and Distribution 
of Income and in Retail Sales 

The level of income in the Louisville SMSA is generally greater in the eastern 
areas of the central county, but lower in the central city than the outlying areas. 
The Louisville central city, particularly the model city area, has both the lowest 
average income level and the greatest proportion of families in the less than $3,000 

* Table 4 omitted. 



income bracket (Table 4*).  However, distribution of income, as measured by the size of 
the Gini coefficient, is shown to be less equitable in the suburban areas than in the 
central city .?I 

Among the suburban communities, income levels and intra-area equity are affected 
substantially by large concentrations of nonwhites. The high income community of 
Anchorage, Kentucky is located in the eastern portion of the county; however, the very 
low income, predominately Negro communities of Griffytown and Berrytown are also located 
in this area. Consequently within this area of over 6,500 residents, more than 10 
percent of the families earn less than $3,000 while over 15 percent of the families have 
annual incomes in excess of $15,000. There is a relatively large proportion of non- 
whites in the low income Newburg area, while the Buechel and Okolona areas are lower 
income communities which have relatively smaller proportions of nonwhites. 

Intercommunity differences in per capita retail sales (Table 4") generally reflect 
two factors: (a) income differences among communities, and (b) the degree to which a 
given community serves as a local and regional shopping center. Per capita retail sales 
in the central city exceed that for all outlying areas thereby suggesting the extent to 
which residents of suburban Jefferson County, and Clark and Floyd Counties, Indiana, 
travel to the central city of Louisville to shop. However, the data in Table 5 indi- 
cates a clear trend toward the decentralization of retail activity as all measures of 
retail activity show greater increases outside than inside the central city. 

Disparities in the Incidence of Crime and Poverty 

In the preceding sections were presented several factors which are at least partial 
measures of the distribution of poverty within the SMSA, g.g., income level, percent of 
families in the low income brackets, percent of dilapidated dwelling units, percent of 
nonwhite population, etc. The data presented in Table 4" show both the distribution of 
welfare recipients (by type of assistance) and the central city-suburb disparity in the 
incidence of crime .6/ 

Both the total number of welfare recipients and the number of recipients per 100 
residents are shown to be substantially higher in the central city than in the suburbs. 
Within the central city, the incidence of poverty is highly concentrated in the core 
(model city) area. The number of individuals receiving public assistance payments and 
the number of AFDC recipients (per 100 population) in the model city area are twice as 
great as in the entire central city, and over ten times as great as in suburban Jeffer- 
son County outside the central city. In general, the incidence of poverty measured in 
almost any terms is considerably greater in the model city area than in the balance of 
the central city (Table 6). 

Poverty outside the central city is not distributed evenly, but in small pockets. 
The data in Table 4'" show the concentration of welfare recipients in the heavily non- 
white Newburg area, and in the relatively low income-predominately white Buechel and 

* Omitted. 

51 The relevant Gini coefficients are as follows: Louisville SMSA = 1.634; Louisville - 
Central City = 1.599; Jefferson County = 1.664; Clark County, Indiana = 1.410; Floyd 
County, Indiana = 1.481. 

61 The distribution of welfare recipients in Jefferson County was obtained by an anal- - 
ysis of address cards of welfare recipients in August of 1965 made available by the 
Kentucky Department of Economic Security. Residence of Recipients of State-Federal 
Public Assistance in Jefferson County, Kentucky, prepared by the Health and Welfare 
Council of Louisville and Jefferson County, December, 1965. 



TABLE 5.--CHANGES IN THE SPATIAL DISTRIBUTION OF SELECTED MEASURES 
OF RETAIL ACTIVITY IN THE LOUISVILLE SMSA: 1954-1963 

Percent Increase 
Item 1954 1958 1963 1954-1958 1958-1963 

Number of Establishments 

Louisville City 2,000 2,707 2,669 35.3 % -1.4 % 
Jefferson County 
(Outside central city) 2 24 409 832 82.6 103.4 

Number of Employees 

Louisville City 13,020 13,471 12,179 
Jefferson 
(Outside central city) 1,033 1,416 1,606 

Sales Receipts 
(in thousands of dollars) 

Louisville City 79,628 105,036 126,786 31.9 
Jefferson County 
(Outside central city) 7,058 10,570 25,004 49.7 

Per Capita Sales Receipts 

Louisville City 204.23 267.01 324.26 30.74 
Jefferson County 
(Outside central city) 44.70 54.11 99.14 21.05 

Source: U.S. Census of Business, Selected Services, 1954, 1958, 1963. 



TABLE 6.--DISPARITIES WITHIN THE LOUISVILLE CENTRAL CITY: FOR 1965 

Model Neighborhood 
Model Neighborhood T o t a l  A s  a Percent  

C i t y  T o t a l  To ta l  o f  C i t y  T o t a l  

Substandard housing u n i t s  35,900 27,590 76.9% 

Percent  of persons 25 yea r s  
and over  wi th  l e s s  than 8 
years  of education 24.2% 

I n f a n t  deaths  a s  a percent  
of b i r t h s  p e r  year  2.5% 

Percent  o f  males 14 and over 
who a r e  unemployed 6.4% 

Percent  of persons under 21 
receiving AFDC payments 6.9% 

Number o f  f a m i l i e s  wi th  
incomes l e s s  than $3,000 21,717 13,545 

Source: Unive r s i ty  of Lou i sv i l l e  Urban S tud ies  Center.  



Okolona areas. The large number of recipients in the high income Anchorage area is due 
to the existence of two low income Negro sections--Berrytown and Griffytown. 

Statistics on crime rates are not readily available for individual communities or 
by census tracts within the SMSA. However, a breakdown is available for Jefferson 
County outside the central city, Louisville central city, and the model city (core) 
area. Comparisons of per capita total and juvenile arrests yield results which are 
hardly surprising--the crime rate in the core area is 75 to 100 percent greater than 
that in the central city, and three to six times greater than that outside the central 
city. 

These statistics on crime rates and public assistance recipients would seem to be 
more than adequate indicators of the spatial distribution of poverty in the Louisville 
metropolitan area. In this respect, these data provide a potentially useful proxy for 
the requirements for certain types of public services and public investment within the 
SMSA. 

MCAL GOVERNMENT FISCAL DISPARITIES 

The focus of the above analysis is on the identification and measurement of socio- 
economic disparities within the Louisville SMSA. It remains to examine the public 
finances of these areas in order to make some judgment about intermetropolitan varia- 
tions in fiscal capacity, property tax burden, and existing levels of public service as 
measured by per capita expenditures. If it is shown that the lower income areas--which 
have, at the same time, greater need for certain types of public goods and lower fiscal 
capacities--are bearing the greatest property tax burden and are not receiving compen- 
sating intergovernmental assistance, then the role of state-local fiscal policy in re- 
ducing disparities in the resource-requirements ratio may be called into question. 

The objective here is to examine intra-SMSA differences in the level and trend of 
expenditures by function, and revenues by major source. Two kinds of comparisons are 
possible here: (a) among selected governmental units--municipalities and school dis- 
tricts--as shown in Table 7 and (b) between the central city and the area outside the 
central city in general, as shown in Table 8. Unfortunately, not all Kentucky cities 
are required to file an annual financial statement with the state finance commissioner. 
Therefore, 1966 revenue and expenditure data are available for only a small number of 
local governments within the SMSA. However, since detailed fiscal data for most units 
of government are available in the 1962 Census of Governments,ll certain statistics will 
be presented for that year. Though outdated in some cases, these statistics are pre- 
sented in standardized form, e.g., per capita or per $100 of assessed value, and there- 
fore may yield useful information about intercommunity disparities at a given point in 
time . 

Expenditure Disparities 

Analysis of intergovernmental variations in per capita general expenditures within 
an SMSA is complicated by differing degrees of financial responsibility to such an ex- 
tent that comparisons may be meaningless. For example, the fact that Druid Hills city 
spent $2.25 per capita in 1962 while Shively spent $44.41 per capita (Table 7) may 
indicate only the greater breadth of functional responsibility assumed by the Shively 
city government, and may not imply a differential in public service levels. Even if 
local governments did assume financial responsibility for a similar package of public 

7 1  U.S. Bureau of the Census, Census of Governments: 1962, Vol. VII, No. 17, Govern- - 
ment in Kentucky, U.S. Government Printing Office, Washington, D.C., 1964. 



services, there remains the assumption that equal per capita dollar expenditures mean an 
equal quality of services. These shortcomings in the data are especially serious for 
this inquiry since the real question at hand is whether the level of public services 
provided differs among communities and among areas in the Louisville metropolitan area. 

The data in Table 7 show a comparison of per capita amounts for certain functional 
classes of expenditures among Louisville city and selected municipalities in the central 
county. Because of the aforementioned data limitations, only certain expenditure and 
revenue data are available for 1966 (though 1962 summary data are presented for selected 
municipalities in the county). Even bearing in mind the incomparabilities in these 
data, one might draw the inference that per capita costs of most of the common functions 
are higher in the central city than in the individual suburban communities. However, 
because of the substantial number of people commuting into Louisville to work or to 
shop, central city cost per resident is probably considerably higher than central city 
cost per person serviced. The data in Table 8 show per capita expenditures inside and 
outside Louisville central city and reenforces the contention that per resident costs of 
certain services are decidedly larger in the central city. 

Per student expenditures by the three school districts show a generally inverse 
relationship with income level--the relatively small Anchorage district spending sub- 
stantially more than either the Jefferson County or Louisville city districts. Over 
the period 1963-1966, per student expenditures by the city and county school districts 
actually declined while that of the Anchorage district increased slightly. Meanwhile 
average daily attendance increased by 3 percent in the Anchorage district, 2 percent in 
the Louisville city district, and 19 percent in the Jefferson County district. There- 
fore, while expenditures in the county system grew (though they did not keep pace with 
enrollment), city system education expenditures actually declined./ 

Enrollment in parochial schools in both the central city and in Jefferson County 
outside the central city is considerable: in 1966 approximately 33 percent of enroll- 
ment in the central city was in parochial schools while the corresponding figure for 
Jefferson County outside the central city was 21 percent. Over the 1964-66 period, 
enrollment in parochial schools declined in the central city but increased slightly in 
the county. Consequently, while the existence of private schools presently reduces the 
education burden on the public systems more for the central city than the outlying areas, 
the trend in parochial school enrollments inside and outside the central city is in the 
opposite direction. 

Revenue Disparities 

The major sources of local government revenue in the Louisville SMSA are the prop- 
erty tax and an occupational license. State grant assistance to local units is signif- 
icant only for education, though financial responsibility for the highway and welfare 
functions are highly centralized. 

Average per capita assessed value is substantially larger in the suburbs than in 
the central city, and among the suburbs, is greatest in the high income Anchorage and 
Audubon Park areas. Effective property tax rates,?/ on the other hand, are higher in 
the central city than in most suburban areas--Louisville city at $6.36 per $1,000 
assessed value is 3.8 times greater than the medium income Shively community. Effective 
tax rates computed in this fashion on 1962 data may be misleading since property was 

81 Local revenues for education in the central city fell from $11.1 million in fiscal - 
1963 to $9.6 million in 1966. Public School Financial Analysis, Kentucky Department of 
Education, Bureau of Administration and Finance, 1966, p. 37. 

91 Computed here as property tax revenues per $1,000 assessed valuation. - 



TABLE 7.--DISPARITIES IN FISCAL CHARACTWISTICS~ Pm)NG MJNICIPALJTIES AND SCHOOL DISTRICTS IN THE LOUISVILLE SMSA: FOR 1962 AND 1966 

School population, 1960b 

School population, 1966~ 

Per capita expenditures 
1962 
1966 

Per capita general 
revenues 
1962 
1966 

Per capita intergovern- 
mental revenues 
1962 
1966 

Per capita property tax 
revenues 
1962 
1966 

Per capita assessed 
value 
1966 

Effective property tax 
rates 
1966~ 

Louisville 
ICentral City) 

St. Druid Jefferson- Audubon 
Mathews Hills Shively town Park 

School Districts 
Indian Jeffersonville New Albany Louisville Jefferson 

Anchorage (Indiana) (Indiana) City County Anchorage 

266 

273 

$ 601 
62 0 

601 
620 

115 
137 

486 
483 

17,269 

2.80 

aMunicipal characteristics are expressed on a per capita (1960 and 1966 population) basis, school district characteristics on a per student (1962 and 1966) basis. 

b~verage daily attendance for school districts in 1962 and 1966. 

CEstimates of 1964 population. 

d~roperty tax revenues per $1,000 of assessed value. 



TABLE 8.--ESTIMATES OF PER CAPITA EXPENDITURES INSIDE LOUISVILLE CENTRAL 
CITY, IN JEFFERSON COUNTY, KENTUCKY,a AND IN THE ENTIRE SMSA: 

FOR FISCAL 1965 

Louisville Jefferson Total 
~unct ionb Central Citx County SMSA 

Police $ 12.65 $ 10.05 $ 9.16 

Fire 10.46 6.09 5.94 

Streets 4.74 4.62 5.48 

Sewerage 

Health 

Welfare 

Debt 

a~ncluding Louisville Central City. 

b~ncludes only current expenditures, except for the police and fire 
functions where no breakdown is possible. 

Source: Louisville data from Operating Budget, City of Louisville, 
1964-65. County and SMSA data from U.S. Bureau of the Cen- 
sus, Local Government Finances in Selected Metropolitan Areas 
for 1964-65, Series GF-No. 9, U.S. Government Printing Office, 
Washington, D.C., 1966. 



assessed on a fractional basis in that year and the median assessment ratio was not the 
same in the city and the county. However, the great differences observed in Table 7 sug- 
gest that property tax burdens were, in fact, higher in the central city than in the 
suburbs. 

Among the three school districts, Anchorage, with only 279 students in average 
daily attendance, has a per student assessed value and (equalized) effective property 
tax rate greater than that of either the central city or county school districts. 
Though the Jefferson County district has a per student assessed value only slightly 
greater than the Louisville city district, the (equalized) effective tax rate is sub- 
stantially higher in the county. 

PUBLIC POLICY AM) SMSA DI SPAR1 TIES 

The questions raised in this section are not why core city-suburban disparities in 
socioeconomic characteristics have arisen, but whether or not governmental policies have 
had the effect of accentuating or reducing imbalances in needs-resources gaps. In ques- 
tion here is the involvement of state, federal, and local governments in the metropoli- 
tan area fisc and the manner in which public action has effected both socioeconomic and 
fiscal disparities in the Louisville SMSA. Of secondary concern is the effect on the 
disparities of nonpublic action. 

Direct State Assistance 

There are three general methods for states to render direct financial assistance 
to urban areas--direct grants, shared taxes, and direct state expenditures. State 
assistance to local units in Kentucky takes the form of education grants and direct 
expenditures for certain programs, most notably welfare and highways. Direct state 
expenditure for highways has at least a neutral effect on intra-metropolitan dispari- 
ties; however, for the poverty-linked welfare and health functions, it is probable that 
state funds have been distributed between the central city and the suburbs and within 
the central city so as to have a disparity-reducing effect. 

The serious central city-suburban imbalances in socioeconomic composition which 
were described in the preceding sections are reflected in the achievements of students 
in the local school systems. In 1966, approximately 77 percent of ninth graders in the 
county school system were going on to complete high school, while only 64 percent in the 
city system were completing the twelfth grade. One-half of the 1966 graduates of the 
county school system entered college while only 35 percent graduating from city schools 
did so, and less than 1 percent of 1965 graduates from county high schools are estimated 
to be unemployed while the estimate for central city graduates is over 9 

It would appear that these disparities have been accentuated rather than reduced 
by the state distribution of aids between the two school districts. Both per student 
revenues from local sources and per student state aids are higher outside the central 
city (Table 9). Therefore, the state is making a greater per student contribution to 
the county school district which has the greater resources at its disposal and whose 
students are already achieving at higher levels. 

Furthermore, if the per student cost of education is greater in the poverty areas, 
the central city-suburb disparity is even greater than the difference in the dollar 
amount of per student outlay. 

101 Holding Power and Graduates, Division of Research, State Department of Education, - 
Frankfort, Kentucky, March, 1967. 



TABLE 9.--PUBLIC SCIIOOL FINANCES: SELECTED STATISTICS FOR 1963 AND 1966 

Average daily attendance 

Per student equalized 
assessed value 

Effective tax ratea 

Per student state revenue 

Per student local revenue 

Per student total revenue 

Louisville City 
School District 

Jefferson County 
School District 

55,347 
65,844 

$12,183 
12,668 

.856 

.724 

14 1 
161 

300 
262 

44 1 
423 

Anchorage 
School District 

266 
273 

$18,349 
17,269 

1.049 
-989 

115 
137 

489 
483 

601 
620 

aTotal revenue produced by local taxes divided by the equalized assessed value of the 
total property in the school districts. 

Source: Public School Financial Analysis, Bureau of Administration and Finance, Ken- 
tucky Department of Education, 1966, p. 37. 



S t a t e  Action and the Local Property Tax 

The s t a t e  government i n  Kentucky provided a p a r t i a l  solut ion t o  the f i s c a l  prob- 
lems of the Louisvi l le  area and the growing central-suburb d i spa r i t i e s ,  through ac t ion  
taken a t  a spec ia l  session of the s t a t e  leg is la ture  i n  September of 1965. The spec ia l  
session was cal led t o  consider two major problems: (1) The S t a t e  Court of Appeals had 
ordered one year e a r l i e r  t ha t  a l l  property i n  the s t a t e  be assessed a t  100 percent of 
f a i r  market value, instead of the exist ing median s t a t e  r a t i o  of 27 percent (34  t o  38 
percent i n  Jefferson County). One purpose of the special  session was t o  consider ad jus t -  
ments i n  the property tax r a t e s  t o  compensate for  the court requirement of f u l l  value 
assessment. (2) The two Jefferson County school d i s t r i c t s  were facing a serious finan- 
c i a l  c r i s i s  a f t e r  local  residents  had twice defeated proposals t o  ra i se  addit ional  reve- 
nues fo r  the education function. 

The Kentucky s t a tu t e s  l i m i t  the property tax r a t e  of a l l  school d i s t r i c t s  and 
c i t i e s  t o  $1.50 per $100 of assessed valuation, and the r a t e  of county governments t o  
$0.50 per $100 of assessed value. Since property was assessed a t  approximately one-third 
of f u l l  value pr ior  to  the court decision, e f fec t ive  property tax  ra tes  of loca l  govern- 
ments i n  the Louisvi l le  SMSA varied rotghly between $0.50 and $0.17 and there  existed no 
upward f l e x i b i l i t y  i n  these r a t e s .  

The court ordered loca l  assessors t o  i n f l a t e  assessed valuat ion by the recipro- 
ca l  of the ex is t ing  assessment r a t i o  (g.g., 2.63 i s  the reciprocal  of a 38 percent 
assessment ra t io) .  However, only median assessment r a t i o s  had been computed i n  the  
s t a t e ,  and t o  apply a constant mul t ip l ie r  t o  each parcel of property would only magnify 
the ex is t ing  inequity. To achieve a grea te r  degree of assessment equal i ty ,  an of f ice  
reappraisal  was concurrently undertaken by the o f f i ce  of the Jefferson County Tax Commis- 
s ione r .21  Local governments were ordered t o  reduce property tax r a t e s  by the  same mul- 
t i p l e  a s  assessed value was raised i n  the county, L.E., i n  such a way tha t  the property 
tax y ie ld  would be the same before and a f t e r  the 100 percent rul ing.  Local un i t s  would 
then have the option of rais ing the r a t e ,  provid,ed tha t  the estimated yield for  the prop- 
e r ty  tax would not increase by more than 10 percent. Both the Loclisville c i t y  and Jef- 
ferson County school d i s t r i c t s ,  and the Louisville c i t y  government exercised t h i s  option 
i n  1966, while the Jefferson Cwmty government did not c h o ~ s e  t o  increase r a t e s .  The 
same 10 percent optional maximum yie ld  increment i s  i n  e f f ec t  for 1967. What .iction the 
loca l  un i t s  w i l l  be allowed t o  take on property tax r a t e s  a f t e r  1967 has not been decided 
a t  t h i s  writing. 

The e f f ec t s  of t h i s  court decision on loca l  finances i n  the Louisvi l le  area may 
be seen from Tables 10 and 11 which indicate  the ac tua l  increments i n  assessed value and 
tax rates .  With reference t o  the cent ra l  city-suburb d ispar i ty  i n  property tax a b i l i t y ,  
the court rul ing probably has the e f f ec t  of lessening a growing imbalance. Prior  t o  the 
f u l l  value decision, the c i t y  goverment had reached the lega l  r a t e  ce i l ing  and the con- 
t r ibu t ion  of new construction t o  the  tax r o l l s  was considerably l e s s  i n  the cent ra l  c i t y  
than i n  the  suburban area (note the r a t e s  of increase i n  assessed value shown i n  Table 
10). Given tha t  the natural  increase i n  assessed value outside the cent ra l  c i t y  w i l l  
continue t o  exceed tha t  inside the cent ra l  c i t y ,  the  court rul ing provides the c i t y  of 
Louisville with some ( ra te )  f l e x i b i l i t y  which tends t o  reduce the d ispar i ty  i n  property 
tax a b i l i t y .  But s ince property tax burdens i n  the central  c i t y  a r e  already greater  than 
burdens i n  the suburban areas,  fur ther  increase would only enlarge t h i s  dispari ty.  Con- 
versely,  t h i s  s t a t e  ac t ion  w i l l  make it possible f o r  the c i t y  school d i s t r i c t  t o  reduce 
the d ispar i ty  i n  e f fec t ive  property tax r a t e s  between the c i t y  and county school dis-  
t r i c t s .  

11! For a more complete discussion, see J.  E. Luckett, "The Administrators Response t o  
Ful l  Value Assessment," Proceedings of the Fifty-Ninth Annual Conference on Taxation of 
the National Tax Association, 1966, pp. 190-203. 



TABLE 10. --EFFECTS OF 100 PERCENT ASSESSMENT 
ON ASSESSED VALUATIONS I N  JEFFERSON COUNTY 

(Dollars)  

L o u i s v i l l e  J e f f e r s o n  County J e f f e r s o n  County 
(Centra l  C i ty )  (Tota l )  (Outside Cen t ra l  C i ty )  

T o t a l  Assessed 
Valuation 

Per  Capita Assessed 
Value 

Average Annual Percent  
Inc rease  i n  T o t a l  
Assessed Valuation 



TABLE 11.--EFFECT OF 100 PERCENT ASSESSMENT ON ACTUAL 
PROPERTY TAX RATES IN JEFFERSON COUNTY 

Actual Rate 1965 Actual Rate 1966 
per $100 per $100 

City of Louisville $1.50 $0.501 

City School District 1.50 0.547 

Jefferson County 0.50 0.171 

County School District 1.50 0.570 



State Action and the Occupational License ----- 
A second purpose of the special legislative session of 1965 was to consider the 

problem of financing education in the Louisville metropolitan area. The result of the 
session was that the Legislature authorized school districts in Jefferson County to im- 
pose the same kind of occupational license tax as that administered by the city and 
county governments, not to exceed one-half of 1 percent of (a) salaries, wages, commis- 
sions, and other compensations earned by persons within the county, and (b) the net 
profits of all businesses, trades, occupations, and professions, for activities conducted 
within the county. The revenues are to be shared by the two school districts on an en- 
rollment basis. 

Given the differential in fiscal capacity between the central city and the sub- 
urbs, and the fact that per student direct state aids are greater to the county school 
district than to the city, it may be argued that the net effect of this state authoriza- 
tion is in the direction of reducing the disparity. 

The occupational license has been levied by the Louisville city government since 
1949 and by the Jefferson County government since 1961 (at a rate of 1.25 percent), and 
accounts for over one-fourth of all general revenues of both the city and the county. In 
all cases, the collection is administered by a Sinking Fund Commission. Workers employed 
within the city are not subject to the county tax and, in cases where income is earned in 
both the city and the county, the tax is prorated between the units. 

Division of Responsibility Among Local Governments ---- 
Prior to 1960, the city of Louisville had been saddled with responsibility for 

a number of what might ordinarily be expected to be county government functions. Fur- 
ther, the county contribution for the support of a number of joint agencies was consider- 
ably less than that made by the city. The basic reason for this division of financial 
responsibility was the limited fiscal ability of the county government. The effect was 
in part a drain on central city funds to support certain public services outside the cen- 
tral city when, in fact, per capita needs were greater in the central city. 

The primary source of county revenue before 1960 was the property tax, the rates 
of which, as indicated above, are limited by the Kentucky Statutes to $0.50 per $100 of 
assessed valuation--a ceiling which was reached by the county government more than a 
decade ago. Though receipts from the property tax increased substantially over the 1950- 
1960 decade because of a rapid increase in population outside the central city, there 
remained a need for additional funds. Consequently, in 1959, the county enacted a 1.25 
percent business and occupational license tax to be administered along with that of the 
city by the Sinking Fund Commission. The data in Table 12 indicate the relative impor- 
tance of the occupational license as a source of revenue to both the city and the county. 

As a result of the increased revenues of the county government, there occurred a 
shift in the degree to which the city and county shared in the financing of certain func- 
tions. The county imediately assumed major responsibility for local welfare assistance, 
and the county appropriation to the University of Louisville fncreased from $40,000 in 
1959 to $570,000 by 1965. Similarly, the county appropriation to the Board of Health and 
Public Libraries increased by significant amounts. 

The net effect of this balancing of the fiscal abilities of the city and county 
governments is a reduction of the disparity in the resources-requirements ratio between 
the areas inside and outside the central city. Given that the level of needs for certain 
public services is greater inside the central city in part because of the higher inci- 
dence of poverty, and chat fiscal resources are greater outside the central city--this 
redistribution of functional responsibility resulted in the city government having a 
greater proportion of revenues free to devote to internal needs. 



TABLE 12.--OCCUPATIONAL LICENSE AND PROPERTY TAX REVENUES OF 
LOU1 SVI LLE CITY GOVERNMENT AND JEFFERSON 

COUNTY GOVERNMENT: FOR 1 9 6 6 ~  

Occupational l i c e n s e  t ax  
c o l l e c t i o n s :  

To ta l  
Per  c a p i t a  
Percent  of t o t a l  revenue 

Proper ty  t a x  c o l l e c t i o n s :  

To ta l  
Per  c a p i t a  
Percent  of t o t a l  revenue 

L o u i s v i l l e  
C i ty  

J e f f e r s o n  
County 

a ~ i s c a l  year .  

b ~ e r  c a p i t a  occupational l i c e n s e  c o l l e c t i o n s  f o r  county government a r e  
on a  b a s i s  of population i n  Je f fe r son  County but  o u t s i d e  t h e  c e n t r a l  
c i t y .  For county government property t a x e s ,  t h e  per  c a p i t a  base i s  the  
e n t i r e  population of t h e  county. 

 he occupat ional  l i c e n s e  i s  adminis tered and c o l l e c t e d  by the  Ci ty  of 
L o u i s v i l l e  Sinking Fund and not a l l  c o l l e c t i o n s  i n  a  given yea r  a r e  
t r a n s f e r r e d  t o  t h e  c i t y  and county general  funds. Therefore ,  occupa- 
t i o n a l  l i c e n s e  revenues a s  a  percent of t o t a l  general  revenues i s  lower 
than would be a  comparable s t a t i s t i c  computed on a  b a s i s  of occupat ional  
l i c e n s e  c o l l e c t i o n s .  



Municipal Development Policies 

Core city-suburb and suburban inter-community disparities have been affected to 
a great extent by recent state and local actions concerning incorporation and annexation. 
As noted above, the Louisville SMSA is fragmented politically by 129 local governments 
(67 of which are located in Jefferson County). A comparison of Census of ~overnmentsg/ 
statistics indicates a growth in this fragmentation over the 1957-1962 period. These 
data reveal that Jefferson County was overlapped by 48 local governments in 1957, which 
means a net increase of 21 local units over the five year period. Most of this increment 
was due to the incorporation of 15 municipalities (9 of which had 1962 populations of 
less than 1,000) outside the central city in Jefferson County. 

In addition to this municipal incorporation, the city of Louisville has annexed 
approximately 2.17 square miles in the period 1959-1967.g/ The net effect of this 
annexation has probably been in the direction of reducing central city-suburban fiscal 
disparities. Since most of the annexations were initiated by subdividers&/ it would 
seem reasonable to assume that the annexed areas were primarily new residential develop- 
ments. Hence the contribution to the central city tax base most probably exceeds the 
incremental costs of serving tile new areas, In contrast, recent annexation by the city 
of St. Mathews works in the direction of increasing central city-suburb differences in 
tax burden and in resource capacit:~. New incorporation and annexation would have a con- 
siderably greater impact on disparities, if the city of Louisville relied more heavily 
on the property tax as a source of revenue. But because over 20 percent of municipal 
revenues are derived from the occupational license which is levied on earnings at the 
place of employment, residents of suburban communities escape only the city property tax 
if they cammute to work in the central city. 

Regional Government Policies 

Governmental consolidation, the formation of special districts and increased 
interlocal cooperation in the Louisville area have resulted in a greater uniformity in 
public service levels (especially in the provision of water and sanitary sewer services) 
within the SMSA. Up to 1965, the Louisville Water Cornpany furnished a relatively high 
quality and low cost service to residents of the central city and some suburbs, while a 
number of small distributor systems in the county furnished a generally lower quality 
service at higher rates. However, in the past two years the Louisville Water Company has 
purchased all but two of the smaller distributor systems. Though this consolidation has 
probably resulted in a reduction of variations in the quality of services, and in a re- 
duction of water rates in the county, user charges are 20 to 35 percent lower inside than 
outside the central city area. 

Disparities in sewerage services in the SMSA have also been reduced through the 
provision of this service on an areawide basis. The maintenance, operation, and exten- 
sion of sewer facilities is the responsibility of the Louisville and Jefferson Metropol- 
itan Sewer District. Approximately 90 percent of operating revenues of the MSD are de- 
rived from metered service charges of the Louisville Water Company. However, the effec- 
tiveness of the MSD in equalizing service levels in the county had been limited by the 

U.S. Bureau of the Census, U.S. Census of Governments: 1957, Vol. I, No. 2, Local 
Government in Standard Metropolitan Areas, U.S. Government Printing Office, Washington, 
D.C., 1957 and U.S. Bureau of the Census, Census of Governments: 1962, Vol. V, Local 
Governments in Metro~olitan Areas, U.S. Government Printing Office, Washington, D.C. 

131 John C. Bollens, "Annexations of One-Fourth Square Mile or More,'' The Municipal 
Yearbook, The International City Managers Association, 1959-67. 



restrictions placed on its powers in areas beyond the Louisville city limits. Prior to 
1964 legislation, the MSD was limited to contracting for sewer extensions into unincor- 
porated areas of the county. In order to make an extension (which would be financed by 
special assessments) feasible, full financial participation by the property owners was 
needed. Thus a minority in a given area could effectively block an attempt to extend the 
city sewer system. 

A 1964 bill, drafted by legislators of both parties, authorizes the MSD to set 
up construction subdistricts and build sewers within the confines of those areas. The 
extensions are to be financed by revenue bonds tied to user rentals and charges in the 
subdistrict. The bill provides for alternative methods of financing: (a) sewer assess- 
ments based on either area or assessed valuation, and (b) payment to the sewer district 
by the subdivider (who in turn passes the cost on to home buyers). Placing the initia- 
tive and the burden of the cost on the benefited parties removes the objections of central 
city residents who have reacted against suggestions of areawide financing of extensions 
of the existing system into the county. Since 1965, 23 construction subdistricts have 
been created in Jefferson County to finance the extension of sewage disposal facilities. 
Further, the MSD has assumed (by contractual arrangement) the maintenance and operation 
of 37 smaller treatment plants in the county. These measures have raised the quality of 
service in suburban areas and have reduced the wide service level variations among subur- 
ban units. 

Yet a third general type of regional government policy which may have a substan- 
tial effect on disparities within the SMSA is a strengthened areawide planning effort 
and increased interlocal governmental cooperation. Recent state planning enabling legis- 
lation (1966) was enacted to correct deficiencies in the old legislation and make uniform 
provisions for planning in cities of all classes. Basically, the new law provides for 
(a) broad guidelines whereby cities and counties may organize to establish countywide and 
regional planning programs, (b) the minimum requirements and procedures for a comprehen- 
sive plan, and (c) administrative procedures, enforcement procedures, and penalties 
Since this legislation, practically all communities with active planning programs have 
reorganized to comply with the new requirements. The Louisville and Jefferson County 
Planning Commission is, under statutory authority, the only official planning body for 
the city of Louisville, Jefferson County, and all other municipalities within the county. 
All public improvements of any type undertaken by any public body, cmission or agency 
must be certified by the Planning Commission as being in accordance with the urban area's 
comprehensive planning, i.~., the officially adopted Master Plan, any approved interim 
component of the plan, or any approved adjustment to the plan. 

This establishment of a comprehensive planning effort in the Jefferson County 
SMSA is potentially a factor which will tend to reduce central city-suburb disparities 
primarily through the adoption of a long range plan for the location of new community 
facilities and the replacement of outmoded public facilities. Included in the public 
facilities plan are parks and recreation, schools and other educational and cultural 
facilities, utilities, fire stations, police stations, jails, and other public offices 
or administrative facilities. 

In addition to the efforts of the Planning Commission, disparities may also be 
reduced through interlocal cooperation with the SMSA. Because of the fragmented nature 
of local government in the metropolitan area and because the Louisville SMSA includes 
two Indiana counties (Clark and Floyd), the kind of interlocal cooperation required for 
the solution of urban problems is especially complex. However, much progress has been 
made since early 1965 in areawide planning and in the areawide provision of certain pub- 
lic services through interstate and interlocal cooperation among local governments. 

Kentucky Department of Commerce, Planning Legislation, 1966 (Frankfort, Kentucky), 
1967. 



Even though the Kentucky and Indiana portions of the Louisville SMSA are physic- 
ally separated by the Ohio River, the interaction between local governments in the two 
states is substantial and has important implications for the provision of public services. 
It is estimated that approximately 9 percent of Jefferson County employment commutes from 
the Indiana counties while approximately 8 perc nt of Clark County and 7 percent of Floyd 
County employment reside in Jefferson County.s7 In addition to net in-carmuting to 
place of employment, it is also probable that there is a net inflow to the Kentucky side 
of the SMSA for other purposes, g.g., shopping, entertainment, and carmuting to classes 
at the University of Louisville. These interactions suggest immediately that a major job 
requiring interstate cooperation of local governments is that of developing and coordi- 
nating an adequate transportation network. State highway departments have long had an 
agreement on the division of responsibility for the maintenance of the bridges over the 
Ohio River. A comprehensive metropolitan areawide transportation study is now underway, 
being jointly undertaken by local governments in the SMSA and the highway departments of 
the two states. 

For public functions other than transportation, g.g., law enforcement or fire 
fighting assistance, the interaction between the states has proceeded on an informal 
basis. Recently, an advisory body has been created to promote interlocal cooperation on 
a more formal basis in the metropolitan area. The Falls of the Ohio Metropolitan Council 
of Governments is a newly-established organization having a broad mandate for study, 
planning, and action. Its organization is partially an outgrowth of a new federal empha- 
sis on requiring comprehensive regional planning on a metropolitan level as a prerequi- 
site for continued and expanded grants to local communities. In this regard the function 
of the council is to serve in an advisory and coordinating capacity in evaluating and 
defining the planning needs of an area, establishing policies in regard to the planning 
program, and in designing a continuing planning program. 

The governments of the city of Louisville and Jefferson County jointly finance 
a number of public agencies. Among these are The Youth Commission, the Public Libraries, 
an Air Pollution Control District and a Department of Traffic Engineering. In almost all 
cases, the city government contribution is substantially larger than that of the county 
--though this difference has been reduced in recent years. The provision of sanitary 
sewage services (see above) is now made on an areawide basis in that the Metropolitan 
Sewer District has assumed the maintenance and operation of 37 small treatment plants 
and distribution systems in the county. Ninety percent of the operating revenues of the 
MSD are derived from user charges, though financial support for the other agencies comes 
primarily from the city and county appropriations. 

Finally, the Kentucky Interlocal Cooperation Act was established to enable coop- 
eration among local governments in the provision of public services. This Act permits 
localities to enter into an agreement for joint or cooperative action, and to borrow mon- 
ey and issue negotiable revenue bonds to defray costs incident to the performance of the 
designated function.El 

Other Local Government Policy 

Two local government policies which bear examination in that each affects dis- 
paraties within the SMSA are (a) local governments' use of service charges, and (b) lo- 
cal governments' use of federal funds for urban development. 

Charles Garrison, Intercounty Commuting in Kentuckx, Bureau of Business Research, 
University of Kentucky, Lexington, Kentucky, 1961. 

111 See Kentucky Law and the Cities, Informational Bulletin No. 5, Kentucky Legislative 
Research Carmission, Frankfort, 1966, p. 32. 



The city and county occupational license might be considered a user charge in 
that it is a payment for the privilege of working in the central city (or in the county). 
In this respect, this method of financing has greatly reduced one of the most serious of 
the disparities, L.s., the graving gap, inside the central city, between expenditure re- 
quirements and fiscal resources. This gap is created partly by the high levels of need 
in the central city for poverty-linked services and partly by the low fiscal abilities of 
the central city, and is magnified by the cost of providing services to nonresident com- 
munities. If the city relied more heavily on the property tax, the needs-resources gap 
would most certainly be greater; however, the license fee results in an assessment on 
these nonresidents for the use of city services. 

In addition, the city of Louisville received approximately 11 percent of opera- 
ting revenues from user charges in 1966. Both the Louisville Water Company and the Metro- 
politan Sewer District also derived a majority of their income from user charges. How- 
ever, in both cases residents outside the central city generally were assessed a higher 
rate. 

Local governments in the Louisville area have made extensive use of federal 
funds for urban redevelopment. Because this rebuilding is aimed primarily at low income 
slum neighborhoods, the renewal projects must be considered as contributing to the reduc- 
tion of disparities within the SMSA. Approximately 1,004 acres are included in the six 
urban renewal projects currently in execution, with local governments contributing 
approximately 32 percent ot total federal-local support. In addition, the city's Housing 
Code Compliance program has brought a total of 5,400 dwelling units--in the core city-- 
from substandard status to conformance with Code standards. During 1966, over 17,000 
dwelling units were inspected, 4,100 of which were found in noncompliance with the Hous- 
ing Code. It is estimated that over 5,000 units will be brought into compliance during 
the year 1967.g1 

Federal Government Policies 

Federal government involvement in local finances may take the form of (a) a 
grant or loan directly to the local area for health and hospitals, education, highways, 
and welfare, or (b) urban development assistance--either matching grants or lending and 
insurance activity in the private housing area. Table 13 shows federal aids in the 
Louisville area by general function for the fiscal years 1966 and 1967. The largest 
single partion of these funds is devoted to highway construction and distributed through 
the Kentucky State Highway Department. The net effect of these funds on central city- 
suburb disparities is probably neutral. The over $8 million in federal aids for educa- 
tion purposes is distributed in such a way as to equalize disparities, since the city 
school district receives two to three times more than the county districts (it is worth 
noting, however, that the city district received 3.3 times more than the county in 1966 
but will receive only 2.3 times more in 1967). The great majority of federal grants for 
health and welfare in the metropolitan area are distributed within the central city and 
therefore tend to have the effect of reducing disparities. In sum, the disparity reduc- 
ing effects of federal funds used for education and health-welfare are obvious. 

The effect of federal assistance for community facilities, including highways, 
on intrametropolitan disparities is less apparent. Aids for urban renewal, neighborhood 
facilities, and low rent public housing assistance reduce imbalances by redeveloping or 
rehabilitating dilapidated areas in the central city. Conversely, federal assistance 
for sanitary and storm sewers results in the provision of a more homogenous countywide 
level of services--in some cases by upgrading facilities outside the central city. 

181 City of Louisville Model City Application, Abstract, University of Louisville Urban 
Studies Center, Louisville, May, 1967. 



TABLE 13.--FEDERAL GRANTS IN THE JEFFERSON COUNTY AREA: 
FISCAL 1966 AND 1967 

(Dollars) 

Education 

Conimunity facilities 25,551,195 48,897,387 

Highways 9,700,000 11,400 ,000 
Interstate highways 9,000,000 10,800,000 
Low rent public housing 130,000 2,821,000 
Urban renewal 8,077,195 11,752,387 

Health and welfare 2,136,000 2,570,400 

Other 104,000 260,000 

Total $36,478, 19Sa $61,697 ,OOOa 

a1966 figures include $5,461,000 of approved loans. 1967 figures in- 
clude $2,856,000 of approved loans and $1,977,400 of grants applied 
for but not yet approved. 

Source: Survey by William Warner for Urban Development Committee of 
the Louisville Chamber of Commerce and published in Louis- 
ville Business Trends (Louisville Chamber of Commerce, Louis- 
ville, Kentucky) , February, 1966. 



A FORECAST OF THE TREND IN SMSA DISPARITIES 

The pattern of population growth and industrial development in the Louisville 
SMSA will probably increase many of the disparities discussed above. The centrifugal 
pattern of residential growth and the continued movement of industrial and retail activ- 
ities to outlying areas will increase socioeconomic and fiscal disparities between the 
areas inside and outside the central city. Conversely, an imaginative plan for the rede- 
velopment of the Louisville slum areas should substantially reduce the disparities inside 
the central city. 

Central City-Suburb Disparities 

The Jefferson County area is characterized by substantially higher incomes in 
the suburbs than in the central city, and among suburbs, higher incomes in those located 
in the eastern end of the county. It is forecast that this pattern will continue to 
describe the distribution of income within the county over the next decade and will in- 
tensify since it is predicted that the east end of the county will enjoy the most ra id 

197 residential growth and generally the greatest in-movement of high income families.- 

In addition to the outward movement of residents, industry has been increasingly 
locating in sparsely settled areas in the urban fringe, especially in prestige locations 
along freeways or planned freeway routes. The metropolitan area transportation plan 
defines a system of freeways in the county which makes suburban industrial locations 
increasingly feasible. With the movement of population and industry to suburban loca- 
tion, the commercial and service sectors have migrated from the central city in signifi- 
cant numbers and the prospects are that this trend will increase. 

This suburban migration of population and commercial and industrial activity is 
not without its effect on the local fiscal structure. On the revenue side, this growth 
pattern tends to increase the central city-suburb imbalance in the capacity to finance. 
Local governments servicing the area outside the central city will benefit from suburban 
industrial and residential growth via increments in assessed value, and increments in 
occupational license collections stemming from greater employment levels. However, this 
growth will also result in greater requirements for public facilities in these suburban 
areas and hence greater fiscal needs. The imbalance between the city and county in the 
financing of the education function will not be affected as substantially by suburban 
growth because of the special arrangement for the use of the occupational license for 
education purposes--collected on a countrywide basis but distributed between the two dis- 
tricts on the basis of enrollments. 

A projected increment in the gap between the fiscal ability of the central city 
and the suburbs does not necessarily present a disparity which should be corrected by 
public action. Rather the important question is whether the fiscal resources-expenditure 
requirements gap is becoming increasingly different between the central city and the sub- 
urban areas. Accompanying the decentralization of economic activity in the Louisville 
SMSA will be an increasing reduction in the extent to which nonresidents provide a drain 
on municipal services (via the trip to work, shop, entertainment, etc.). But, on the 
other hand, the prevalence of poverty in the central city requires public services which 
may cost more per unit of population served. 

In summary, because the city government levies an occupational license, and 
because local support for public schools is distributed between the school districts 

1P-/ Demographic Data Summary for Xetropolitan Louisville: Planned Sprawl, Test Projec- 
tions(~ouisvil1e and Jefferson County Planning and Zoning Commission, Louisville, Ken- 
tucky), 1966. 



is distributed between the school districts partially on a basis of needs rather than 
where the revenues are raised, the growing socioeconomic and fiscal imbalances between 
the central city and the suburbs do not have consequences as serious as would be the 
case otherwise. 

Disparities Within the Central City 

The hard core poverty area of the SMSA is a predominately Negro section con- 
taining approximately 40 percent of the central city population. Louisville's model 
city proposal is designed to reduce this intracity disparity through redevelopment of 
this slum area. The original model city proposal was a five year plan designed to re- 
make approximately one-fourth of the central city, but this proposal was reduced by 
three-fourths after a HUD directive that not more than 10 percent of the city population 
should be included in the model area. Louisville's proposal calls for the development 
and improvement of educational, vocational, health, recreational, cultural and social 
services in the model city area. As noted, it was not included in the first group of 
model city grants. Great emphasis is placed on developing multipurpose educational, 
health, and community centers. 

In addition to the model city proposal, there are six Urban Renewal Projects 
presently in execution and two in the planning phase--involving both clearance and reha- 
bilitation and covering about one-fifth of the central city area. The area presently 
contains 4,990 units of low rent public housing while 305 additional units for the el- 
derly are now being constructed. The end result of this redevelopment should be a sub- 
stantial reduction in the variation in neighborhood living conditions within the central 
city. 

POLICY RECOMMENDATIONS FOR THE REDUCTION OF DISPARITIES 

The preceding sections are involved with identifying and measuring socioeconomic 
and fiscal disparities within the Louisville SMSA and with forecasting the nature of 
these imbalances. The function of this concluding section is to suggest a direction for 
future public and private policy such that undesirable disparities (either socioeconomic 
or fiscal) may be reduced. 

Local Policies 

Three measures might be taken by local governments to reduce disparities in the 
SMSA: (a) Consolidation of the city and county school districts. (b) Reduction of 
fragmentation in the provision of welfare services. (c) Reexamination of the rationale 
of the local fiscal structure, particularly the use of the property tax as a method of 
financing central city services. 

Consolidation of school districts.--As shown above, there is a considerable dis- 
parity between the central city and county school districts in both the level of output 
and the financial support. While the city system shows a higher dropout rate and smaller 
proportions going on to college, per student measures of both locally raised revenues and 
state assistance are higher to school districts outside the central city. It has been 
suggested that reorganiz tion of the county school system might be used partially to cor- 
rect these imbalances.g7 The proposal would consolidate the local school systems in 

201 See "Preliminary Evaluation Report on Louisville and Jefferson County Public 
Schools," University of Louisville Urban Studies Center, April, 1967. 



Jefferson County and form a small number of administrative units within the single school 
system. These smaller units would be wedge shaped: the points in the central city and 
the bases extending out into the county. Enrollment at high schools in these wedge 
shaped units would then be a mixture of the central city poor and the wealthier from the 
suburbs. The long run objectives of this plan would be a reduction of racial and class 
imbalances within the SMSA. An additional result of school district consolidation would 
be the elimination of differences in the resources available for the central city and 
county educational services. 

Consolidation of welfare services.--Local governments might reduce central city- 
suburb disparities in the incidence of poverty by the coordination of social services and 
welfare assistance in the SMSA. As a result of the existing fragmentation of services, 
it is alleged that the Louisville program suffers from a lack of comprehensive planning 
for family problems (as opposed to individual problems), an inadequate definition of 
problems, limited financial resources, and administrative practices which tend to limit 
services available.=/ At present there are 22 non-OEO funded welfare agencies and 
departments (public and private) operating in the Jefferson County area, each of which 
tends to structure social service programs in terms of individual capabilities, rather 
than focusing on the problems of clients.=/ 

The end result of this fragmented approach to the provision of social services 
is less of a reduction in poverty conditions than would be possible under a comprehensive 
social plan, where the activities of all social and welfare agencies would be integrated 
and coordinated to achieve some c m o n  goal. The objective of integration of activities 
is most likely to be achieved by the definition of a comprehensive plan, the creation of 
an areawide coordinating commission for social service programs, and possibly the crea- 
tion of a social service exchange where persons receiving services from any agency could 
be registered to avoid duplication of service and to assist in agency referrals. 

Reexamination of the local fisc.--Local government action might also be taken to -- 
reduce imbalances in the fiscal structure within Jefferson County. Three considerations 
would seem relevant here. The first grows out of a recognition that it costs more to 
supply certain types of public services in poverty areas; the second relates to the need 
to plan for the long run decline in the taxable base of the central city; and the third 
involves balancing the property tax effort exerted by residents inside and outside the 
central city, and rethinking the role of the property tax in the long run reduction of 
SMSA disparities. 

In the preceding section it was hypothesized that a combination of the movement 
of population and industry to suburban areas might have the effect of further eroding the 
fiscal base of the central city via the effect of this migration on both employment (the 
occupational license) and assessed valuation (the property tax). Simultaneously, resi- 
dential migration--to the extent the underprivileged do not migrate--will tend to accen- 
tuate central city-suburb disparities in the proportion of population below the poverty 
level. It has been argued that the cost of providing a given quality of public services 
in these poverty areas is higher than in the suburbs; for education because the disadvan- 
tages under which children of poor and minority-group families suffer produce require- 
ments in the way of special services, very small classes and the like to assure a perfor- 
mance in school equivalent to that of the suburban middle class child,Z/ for fire 
protection because of the high density of population and the number of dilapidated and 

City of Louisville Model City Application, Abstract, . . . , pp. 17-18. 
"Louisville and Jefferson County Cmunity Action Commission Evaluation," Technical 

Supplement No. 5, Non-OEO Funded Activities, Urban Studies Center, University of Louis- 
ville, Kentucky, 1967. 

Dick Netzer, "The Urban Fiscal Problem," . . . , p. 7. 



substandard houses; for street cleaning and refuse collection because of commercial 
activities, intensity of use of local roads and streets, dilapidated neighborhoods, and 
SO on. 

Then the combined effects of these forces--out-migration of industry and higher 
income residents, and the higher cost of providing public services to the poor who remain 
in the central city--is an increase in the resources-requirements gap in the central city 
area. Local governments might take a step toward reducing this potential disparity by 
rethinking the role of the property tax in the redevelopment of the central city. Netzer 
notes that the real fiscal problems connected with city rebuilding programs relate to the 
choice of fiscal instruments used for the financing rather than to the fiscal capacity of 
the city.%/ High central city taxes on business or taxes which discourage rebuilding in 
the core area are in the long run a deterrent to the increase in both economic activity 
and real property values in the central city. As shown in Table 7, effective property 
tax rates in the Louisville central city are two to three times larger than in some areas 
outside the central city. If an effective central city redevelopment program requires 
private investment in housing, then the property tax as presently used in Louisville is 
at cross purposes with the restructure of the core city and the reduction of disparities. 

State Policies 

The most obvious of the actions which might be taken by the state of Kentucky 
to reduce imbalances in the Louisville SMSA relates to aids for education. As shown 
above, both per student locally raised revenues and per student state aids are higher 
for the school district outside the central city than for the Louisville city school dis- 
trict. Therefore, the state allocation of education assistance apparently works to 
accentuate disparities between the two school systems. Not only should this allocation 
be reexamined, but the state aid distribution formula should in sone way be corrected to 
reflect cost differentials, i.~., to account for the higher cost of educating children 
in poverty areas. To some extent this traditional deficiency in state allocation formu- 
las has been corrected by the Federal Aid to Education Act of 1965, which provides grants 
to larger central city schools. 

Federal Policies 

The potential role of the Federal government in reducing SMSA disparities lies 
generally in the area of providing more financial support for the poverty linked services, 
e.g., education, health and welfare, and urban redevelopment. Federal involvement in the 
Louisville Urban Problem has been primarily in the area of urban development, and the 
most important potential reduction of disparities in the Louisville SMSA is based on the 
city of Louisville Model City application to HUD. The ultimate objective of this program 
is the rehabilitation of a hard core poverty area (10 percent of the city population). 
A second need in the SMSA is a continued federal program of urban renewal and continued 
federal involvement in the provision of low cost housing. 



F i s c a l  D i s p a r i t i e s  i n  the  
CHICAGO , ILLINOIS 
Metropolitan Area 

Excerpts from a  Report by 
James M. Banovetz, W. John Pembroke and Pe te r  J. Fugiel  

Loyola Univers i ty ,  Chicago 

Centra l  Outside 
Major F i s c a l  D i s p a r i t i e s .  1965 C i t v  Centra l  C i tv  

I Per  c a p i t a  S t a t e  and Federal a i d  $ 65 $ 47 

I Per c a p i t a  revenue from taxes  203 123 

I Per c a p i t a  educat ional  expenditure 

Per c a p i t a  noneducational expenditure 

I Total  es t imated population, 1964 (thousands) 3,520 3,071 

Cook County, i n  which Chicago i s  loca ted ,  c o n t r a s t s  wealth wi th  
s t a r k  poverty. So dense i s  the  a rea  t h a t  the  c l o s e - i n  suburbs share  many 
of the  c e n t r a l  c i t y ' s  problems--aging housing, r a c i a l  concen t ra t ions ,  , 

poverty--in a  p a t t e r n  t h a t  v a r i e s  d i r e c t l y  wi th  the  age of the  community. 

The c i t y  i t s e l f  i s  l a r g e  enough t o  bargain  success fu l ly  wi th  the  
county, the S t a t e  and the  Federal Government f o r  a s s i s t a n c e ,  and i t  i s  
expected t h a t  the o lde r  suburbs w i l l  follow the  same path. 

Within Cook County and the  f i v e  l e s s  urbanized count ies  a r e  good 
examples of the  f i v e  ca tegor ies  i n  the  ACIR c l a s s i f i c a t i o n :  Robbins--a 
highly disadvantaged community; Park F o r e s t ,  which makes a  v a l i a n t  e f -  
fort, although i t  i s  comparatively disadvantaged; Aurora, balanced a t  an 
average l e v e l  of se rv ices ;  F rank l in  Park,  which can provide super io r  s e r -  
v i c e s  on an average t ax  load;  and the  highly advantaged community of  Q& 
Brook, which needs only a  minimal t ax  e f f o r t  t o  provide super io r  s e r -  
v i c e s .  
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THE EXTENT OF THE DISPARITIES 

. . . There a r e  d i s t i n c t  d i f fe rences  i n  the  capaci ty  of governmental u n i t s  t o  
support  governmental se rv ices  and i n  the  wi l l ingness  of d i f f e r e n t  kinds of socioeconomic 
communities t o  t a x  themselves f o r  such support .  Generally speaking, the  high income bed- 
rooms, t h e  i n d u s t r i a l  enclaves and the  commercial enclaves,  have adequate t a x  bases with 
which t o  support  a high l e v e l  of urban se rv ices  while middle and lower income connnunities 
must work considerably harder  f o r  the  same purpose. Fur ther ,  c m u n i t i e s  charac te r i zed  
by low income o r  l a r g e  numbers of ch i ld ren  have a considerably more d i f f i c u l t  time pro- 
viding adequate l e v e l s  of urban se rv ices .  

There a r e  a l s o  wide d i s p a r i t i e s  i n  the  wi l l ingness  of d i f f e r e n t  groups t o  sup- 
por t  community se rv ices .  Generally speaking, the  white c o l l a r  upper income communities 
a r e  most w i l l i n g  t o  provide high l e v e l s  of support ,  followed c lose ly  by the  white c o l l a r  
middle income communities which a re  w i l l i n g ,  but not a s  a b l e ,  t o  provide such support. 
Blue c o l l a r  workers a r e  genera l ly  l e s s  w i l l i n g  t o  t ax  themselves t o  the same ex ten t  f o r  
the support of municipal se rv ices ,  and they a r e  genera l ly  w i l l i n g  t o  provide only enough 
tax  funds to  maintain an average l eve l  of educat ional  se rv ices .  

I n  gross  f i g u r e s ,  the  range of d i s p a r i t y  between the  communities s tud ied  i s  
considerable .  I n  terms of assessed va lua t ion  per c a p i t a ,  f o r  example, the  range ran 
from Winnetka, wi th  a v a l u a t i o n  of $7,122 per c a p i t a ,  down t o  a low of Robbins, $1,205. 

The s i t u a t i o n  i s  j u s t  a s  bad on o t h e r  indices .  I n  terms of s a l e s  t a x  r e c e i p t s  
per c a p i t a ,  the  range runs from Oak Brook, wi th  a high of $166 per c a p i t a ,  t o  a iow i n  
Flossmoor, $1.35 per c a p i t a .  I n  terms of the  municipal revenues co l l ec ted  per c a p i t a ,  
the  range runs from a low of $62 per c a p i t a  i n  Robbins t o  $215 per cap i t a  i n  Winnetka, 
a range of b e t t e r  than 300 percent.  

A s imi la r  wide range of discrepancy can be found i n  the  l e v e l s  of support  pro- 
vided i n  education. For secondary school pup i l s ,  the  high ranges from Winnetka, $1,110 
per pup i l ,  t o  a low i n  Oak Brook, $567 per pupil .  For elementary school pup i l s ,  the  
range i s  from a high of $802 per pupi l  i n  Ni les  t o  a low of $334 per pupil  i n  Winnetka. 
Conceivably, both Chicago and Aurora, which operate  in tegra ted  elementary and secondary 
school d i s t r i c t s ,  provide l e v e l s  of support which a r e  even lower than the  lows j u s t  
mentioned. 

I n  shor t ,  the  following general conclusions can be drawn: 

1. There a r e  extremely l a r g e  d i s p a r i t i e s  between communities i n  the  
metropolitan a rea  i n  terms of access  t o  taxable  resources ,  l e v e l s  
of support f o r  municipal and educat ional  se rv ices  and the  nature  
of the  demands imposed upon municipal governments and school 
d i s t r i c t s .  

2. The d i s p a r i t i e s  between the  suburbs a re  g r e a t e r  than the dispar-  
i t i e s  which e x i s t  between the  core c i t y ,  Chicago, and individual  
suburban communities. 

3. The Ci ty  of Chicago f a l l i n g  between the  extremes t y p i f i e d  by 
suburban communities, may be considered an "average" community. 
There a r e  two exceptions t o  t h i s :  Chicago provides a higher  
l eve l  of support f o r  municipal se rv ices  than most communities 
and it provides a l eve l  of educational spending per pupil  which 
i s  considerably lower than most, i f  not a l l ,  suburban communities. 

S t i l l  undefined, however, i s  the  range of d i s p a r i t i e s  wi th in  the  Ci ty  of Chi- 
cago and how t h i s  range compares wi th  the  range of d i s p a r i t i e s  e x i s t i n g  wi th in  the 



suburban por t ions  of t h e  metropol i tan area.  This  top ic  w i l l  be the  sub jec t  of the f o l -  
lowing chapter .  

P i s ~ a r i t i e s  wi th in  Chicano 

The C i t y  of Chicago, a s  the  core  c i t y  of t h e  metropol i tan a r e a ,  i s  the  key t o  
understanding the  a r e a ' s  growth and population p a t t e r n s  wi th  i t s  concomitant implica- 
t ions .  It i s  the  Ci ty  of Chicago which f i r s t  experienced the  r a d i c a l  socioeconomic 
d i s p a r i t i e s  spawned by modern American urbanism. And i t  i s  Chicago which cont inues  t o  
wi tness  t h e  g r e a t  bulk of r a c i a l  and c l a s s  movement from community t o  community i n  the  
metropol i tan area .  

Although t h e  c i t y  contains  wi th in  i t s  borders some of the  most obvious s o c i a l  
and economic d i s p a r i t i e s ,  s t i l l  the  ex ten t  and s ign i f i cance  of the  d i s p a r i t i e s  a r e  not 
the same a s  found among the  suburbs. 

The most apparent c h a r a c t e r i s t i c  of t h e  c i t y ' s  development i s  the r a d i c a l  popu- 
l a t i o n  displacement of whi tes  by Negroes i n  c e n t r a l  c i t y  areas .  But the  obvious d i f -  
ference between population movements i n  the  c i t y  a s  compared wi th  the  suburbs i s  t h a t  
the re  i s  l i t t l e  d i f fe rence  i n  kind among most of t h e  new growth a r e a s  i n  Chicago. For 
wi th  the  exception of some q u a l i t y  neighborhood cons t ruc t ion  on the  North and Northwest 
s i d e  of  the  c i t y ,  a l l  the  o t h e r  new white a r e a s  a r e  modest, lower-middle-class types  
whose s o l e  advantage i s  t h e i r  a l l -whi te  s t a t u s .  This i s  i n  c o n t r a s t  t o  the  wide range 
i n  types  of suburbs which have sprung up ou t s ide  the  c i t y .  

What t h i s  suggests  i s  t h a t  these  new neighborhoods a r e  growing not because of  
an i n f l u x  of f ami l i e s  whose economic s t a t u s  i s  s i g n i f i c a n t l y  improving with  t ime, but 
r a t h e r  because they a r e  moving from new Negro, but not necessa r i ly  dec l in ing ,  neighbor- 
hoods i n  t h e  c e n t r a l  c i t y .  This  movement is  an o ld  one i n  Chicago s ince  some of these  
"new" Negro neighborhoods were o r i g i n a l l y  s e t t l e d  by whites a  generat ion ago who then 
were moving from r a c i a l l y  changing neighborhoods. 

The t o t a l  e f f e c t  t h i s  continuous race  replacement has  had on the  c i t y  i s  a  
highly a r t i f i c i a l  white-black neighborhood p a t t e r n  which has  cons tan t ly  l e d  t o  f a s t -  
paced neighborhood dec l ine  whenever whi tes  have l e f t  a r e a s  i n  g rea t  numbers over a  
s h o r t  period of time. On balance t h i s  process has brought about both a  q u a l i t a t i v e  and 
q u a n t i t a t i v e  reduct ion of good neighborhoods i n  the  c i t y .  

The ex ten t  of socioeconomic d i s p a r i t i e s  i n  the  Ci ty  of Chicago i s  based upon 
the  changing composition of the  t o t a l  population of the c i t y .  Although t h e r e  i s  a  s i g -  
n i f i c a n t  percent of high-income, whi te -co l l a r  neighborhoods on the  Ear South and North- 
west s i d e s ,  a s  wel l  a s  along t h e  e n t i r e  l a k e f r o n t ,  i t  i s  evident t h a t  the  middle c l a s s  
i s  inc reas ing ly  leaving the  c i t y  t o  the very r i c h ,  whose a b i l i t y  t o  prevent neighbor- 
hood dec l ine  i s  a  proven f a c t ,  and t o  the  burgeoning lower and lower middle c l a s s e s  
which a r e  caught between the  high c o s t  of suburbia and the  continuous shor tage of d e s i r -  
ab le  low c o s t  housing i n  the  c i t y .  

There i s  of  course some compensation f o r  the  enormity of the  Chicago d i s p a r i -  
t i e s  s ince  the  very s i z e  of  the  c i t y  can absorb some of i t s  most extreme problems; and 
where t h e  problems a r e  too extensive f o r  Chicago t o  h e l p  i t s e l f ,  t h e  c i t y  i s  l a r g e  
enough t o  have s u f f i c i e n t  bargaining power wi th  county,  s t a t e  and f e d e r a l  government 
o f f i c i a l s  t o  secure  intergovernmental a ids .  It is  apparent ,  though, t h a t  a s  t h e  c i t y ' s  
middle c l a s s  cont inues  t o  d r a i n  o f f  t o  the  suburbs,  continuing and inc reas ing  o u t s i d e  
h e l p  w i l l  be necessary t o  f inance even the  c i t y ' s  most bas ic  needs f o r  educat ion,  
housing, we l fa re ,  and a i d  f o r  the  e l d e r l y .  

What t h e  Chicago experience bodes f o r  the  suburbs i s  perhaps even worse than 
the  a c t u a l  Chicago s t o r y .  For i t  has a l ready  been the  case i n  severa l  o l d e r ,  dec l in ing  
Cook County suburbs t h a t  revenues f o r  municipal government dec l ine  j u s t  a s  s o c i a l  



s e r v i c e  needs i n c r e a s e ,  e s p e c i a l l y  those  r e l a t e d  t o  the  s p e c i a l  needs of low income 
f a m i l i e s  and t h e  e l d e r l y .  

Th i s  new suburban exper ience  can only  be  expected t o  spread throughout t h e  i n -  
n e r  suburban r i n g  of towns i n  Cook County w i t h i n  t h e  nex t  decade. Suburbs which a r e  
now undergoing i n c r e a s e s  i n  t h e  percent  o f  Negro, low income, o r  e l d e r l y  r e s i d e n t s  can- 
not  respond t o  t h e i r  new needs a s  qdequate ly  a s  has  t h e  C i ty  o f  Chicago. Municipal f i -  
nance i n  I l l i n o i s ,  e s p e c i a l l y  t h e  f inanc ing  o f  h igh ly  r e s i d e n t i a l  m u n i c i p a l i t i e s ,  i s  
l i m i t e d  and l i m i t i n g .  Regardless  of  t h e i r  s i z e  o r  p o l i t i c s ,  suburban v i l l a g e s  and c i t -  
i e s  w i l l  have t o  l e a r n  from the  Chicago exper ience  t h a t  l o c a l  monies a r e  no t  enough t o  
coun te r  t h e  l a r g e  socioeconomic movements t h a t  seldom r e s p e c t  t h e  governmental boundar- 
i e s  t h a t  p r o l i f e r a t e  i n  a  me t ropo l i s .  

STATE POLICIES 

An e n t i r e  book could  be  w r l t c e n  on the  adve r se  e f f e c t  which numerous s t a t e  
government p o l i c i e s ,  programs, and t r a d i t i o n s  have had upon t h e  development of f i s c a l  
d i s p a r i t i e s  w i t h i n  t h e  Chicago Standard Met ropo l i t an  Area. Spec ia l  mention h e r e  w i l l  
be made only  of t hose  which a r e  deemed t o  have had the  g r e a t e s t  impact. 

S t a t e  revenue a s s i s t a n c e . - - S t a t e s  cus tomar i ly  o f f e r  two k inds  of revenue a s -  
s i s t a n c e  t o  t h e i r  l o c a l  u n i t s  o f  government: shared  t a x e s  and s t a t e  a i d s .  I n  I l l i n o i s ,  
s t a t e  a i d s  a r e  g e n e r a l l y  r e s t r i c t e d  t o  t h e  f i e l d s  o f  educa t ion ,  w e l f a r e ,  and highways. 
There a r e  no o t h e r  s t a t e  a i d  programs o f  p a r t i c u l a r  consequence, e i t h e r  f o r  gene ra l  o r  
s p e c i f i e d  purposes.  The impact of s t a t e  a i d s  on f i s c a l  d i s p a r i t i e s  i s  desc r ibed  i n  
g r e a t e r  depth i n  the  next  major s e c t i o n  of t h i s  chap te r .  

There a r e  two s t a t ewide  t a x e s  o f  s i g n i f i c a n c e  t o  t h e  l o c a l  government f inance  
p i c t u r e .  The f i r s t  o f  t hese  i s  t h e  s t a t e  highway u s e r s  t a x  o r  g a s o l i n e  t ax .  This  levy 
i s  c o l l e c t e d  by t h e  s t a t e ,  but  a  po r t ion  o f  t h e  proceeds a r e  r e tu rned  t o  t h e  t a x i n g  j u r -  
i s d i c t i o n s  f roz. which they were c o l l e c t e d .  There i s  no necessary  r e l a t i o n s h i p  between 
t h e  source  of gas  t a x  payments and t h e  need f o r  a d d i t i o n a l  s t r e e t  and highway cons t ruc -  
tion--many commuters t r a v e l  through Chicago d a i l y  by c a r ,  b u t  purchase t h e i r  g a s o l i n e  
a t  f i l l i n g  s t a t i o n s  l o c a t e d  nea r  t h e i r  suburban homes--this  t a x  does l i t t l e  t o  a l l e v i a t e  
the  d i s c r e p a n c i e s  between f i s c a l  base  and economic need. I n  f a c t ,  a s  s h a l l  be  seen  i n  
t h e  next  major s e c t i o n  of t h i s  c h a p t e r  where s t a t e  highway a i d s  a r e  d i scussed ,  t h e  h igh-  
way u s e r  t a x  a i d  program t ends  t o  i n c r e a s e  r a t h e r  than  l e s s e n  f i s c a l  d i s p a r i t i e s .  

C e r t a i n l y  the  major cause  o f  i n c r e a s e  i n  f i s c a l  d i s p a r i t i e s ,  however, i s  the  
s a l e s  t a x  p i c t u r e .  I l l i n o i s  h a s  t r a d i t i o n a l l y  l e v i e d  a  3-1/2 percent  s a l e s  t a x  and 
pe rmi t t ed  i t s  m u n i c i p a l i t i e s  t o  l e v y ,  a t  t h e i r  o p t i o n ,  an  a d d i t i o n a l  1/26 s a l e s  t a x  
which t h e  s t a t e  would c o l l e c t  and refund t o  t h e  community from which t h e  t a x  was pa id .  
Needless t o  s a y ,  v i r t u a l . 1 ~  a l l  I l l i n o i s  governmental j u r i s d i c t i o n s  took advantage of 
t h i s  t a x i n g  oppor tun i ty .  During t h e  1967 l e g i s l a t i v e  s e s s i o n ,  t he  s a l e s  t a x  was ex- 
panded: t h e  s t a t e  y i e l d  i s  now 4-1/4 percent  wh i l e  l o c a l  governments may now levy 3/44 
per d o l l a r .  

The f i g u r e s  i n  P a r t  11, Chapter 3, v i v i d l y  demonstrate t h e  i n e q u i t i e s  stemming 
from t h i s  s a l e s  t a x  arrangement: t h e r e  i s  simply no r e l a t i o n s h i p  between t h e  volume of 
commercial bus iness  t r a n s a c t e d  i n  a p o l i t i c a l  j u r i s d i c t i o n  and t h a t  j u r i s d i c t i o n ' s  need 
f o r  f i s c a l  resources .  Among t h e  c a s e  communities c i t e d ,  proceeds from t h e  s a l e s  t a x  
ranged from $1.35 per  c a p i t a  i n  Flossmoor i n  1965 t o  a  t o t a l  of $166 i n  Oak Brook. I n  
f a c t ,  due t o  i t s  major commercial shopping c e n t e r ,  t h e  C i t y  of Oak Brook rece ived enough 
proceeds from t h e  s a l e s  t a x  t o  e l i m i n a t e  the  need of a  p rope r ty  tax .  Other  communities 
w i th  a  much h i g h e r  demand f o r  p u b l i c  s e r v i c e s  and wi thout  a  major shopping c e n t e r ,  how- 
e v e r ,  f i n d  t h i s  t a x  source  of l i t t l e  h e l p  i n  meeting t h e i r  f i s c a l  problems. F u r t h e r ,  



developers tend t o  l o c a t e  major commercial cen te r s  i n  o r  near the  more a f f l u e n t  suburbs 
where per c a p i t a  family income i s  higher .  Since t h e r e  i s  genera l ly  an inverse  r e l a t i o n -  
sh ip  between per c a p i t a  family income and the  need of l o c a l  governments f o r  a d d i t i o n a l  
revenue sources ,  t h i s  na tu ra l  commercial development tendency, when combined wi th  the  
s t a t e ' s  present  s a l e s  t a x  pol icy,  simply tends t o  f u r t h e r  inc rease  t h e  d i s p a r i t i e s  
caused by t h i s  f i s c a l  too l .  

Municipal boundarv control.--The S t a t e  of I l l i n o i s  has a  poor record when i t  
comes t o  providing the  laws necessary t o  insure  i n t e g r i t y  i n  the  es tabl ishment  of loca l  
government boundaries. Not only has the  s t a t e  f a i l e d  t o  e s t a b l i s h  e i t h e r  s ta tewide o r  
l o c a l  boundary commissions which could s e t  and enforce  s tandards  f o r  incorpora t ion ,  an- 
nexat ion,  and d i s s o l u t i o n ,  but i t  has a l s o  f a i l e d  t o  modernize i t s  incorporat ion and 
annexation laws. A s  a  r e s u l t ,  present  s tandards  f o r  the  incorporat ion of new municipal- 
i t i e s  a r e  very minimal and l a r g e l y  i n e f f e c t i v e  i n  preventing the  formulation of new 
m u n i c i p a l i t i e s  i n  the  metropol i tan area.  T e r r i t o r i a l  expansion by e x i s t i n g  municipal i -  
t i e s  i s  discouraged, and municipal con t ro l  of land adjacent  t o  i t s  boundaries i s  h in -  
dered. Some years  ago, the  I l l i n o i s  Leg i s la tu re  did  give the  s t a t e ' s  communities t h e  
power t o  zone land wi th in  a  mile and a  ha l f  of t h e i r  boundaries,  but t h i s  power was 
made app l icab le  only where the  county o r  count ies  involved did no t ,  themselves, have 
zoning laws. Since many I l l i n o i s  count ies  have zoning laws, but f a i l  t o  enforce  them 
proper ly ,  t h i s  au thor iza t ion  has f requent ly  been of l i t t l e  consequence i n  preventing 
t h e  unwise development of unincorporated land adjacent  t o  the  boundaries of e x i s t i n g  
munic ipa l i t i e s .  

S t a t e  ~1anninq.- -A major cause of t h e  i n e q u i t i e s  has t o  be the absence of any 
o v e r a l l  scheme f o r  urban development, any plan t o  give  a  sense of i n t e g r i t y  and balance 
t o  the  development of land and the  formulation of p o l i t i c a l  j u r i s d i c t i o n s .  The absence 
of planning i s  c e r t a i n l y  evident i n  I l l i n o i s ,  from the s t a t e  l e v e l  down t o  l o c a l  u n i t s .  
The only p r i n c i p l e s  governing urban development i n  the  s t a t e  a r e  those of economics, 
and the  p r o f i t  seeking of the  entrepreneur .  

S t a t e  laws.--Finally,  t h e  general  l ega l  s t r u c t u r e  i n  I l l i n o i s  does not encour- 
age sound, innovat ive ,  o r  cons t ruc t ive  l o c a l  government. The s t a t e  l e g i s l a t u r e  has a  
t r a d i t i o n  i n  I l l i n o i s  of dominating l o c a l  government: home r u l e  i n  the  s t a t e  i s  a  f i c -  
t i o n  t o  which some l i p  se rv ice  has  been given,  but which has found l i t t l e  recogni t ion 
even i n  a form of s t a t e  l e g i s l a t i o n  allowing l o c a l  d i s c r e t i o n  i n  the  implementation of 
s t a t e  law. This  l e g i s l a t i v e  domination has  been p a r t i c u l a r l y  d e s t r u c t i v e  on the  devel- 
opment of governmental a c t i v i t i e s  wi th in  the  c i t y  of Chicago. 

C h a r a c t e r i s t i c  of the  unfor tunate  s t a t e  l e g a l  s i t u a t i o n  i n  I l l i n o i s  i s  the sys- 
tem of  s t a t u t o r y  l i m i t a t i o n  on l o c a l  government taxing powers. A s  a  consequence of  so- 
c a l l e d  Hodge-Butler b i l l s  i n  the  l a t e  19409s ,  the s t a t e  has been l e f t  wi th  a  s e r i e s  of 
s t a t u t o r y  t ax  l i m i t a t i o n s  which impose a  d i f f e r e n t  l i m i t  on each county i n  the  s t a t e  
w i t h  n e i t h e r  r a t i o n a l e  nor consis tency behind the  system. Fur the r ,  i n  many ins tances ,  
t h e  t a x  r a t e  l i m i t a t i o n  i n  I l l i n o i s  i s  not the s t a t u t o r y  maximum, but r a t h e r  a  r a t e  
computed through the  use  of a  formula. This has brought confusion and f r u s t r a t i o n  t o  
the  t a x  r a t e  l i m i t a t i o n  process,  wi th  the consequence t h a t  many munic ipa l i t i e s  use i n -  
c o r r e c t  l i m i t s  and, i n  o t h e r s ,  t a x  r a t e  l i m i t s  a r e  "negotiated" by i n t e r e s t e d  p a r t i e s .  
This  var iance i s  purely a r b i t r a r y :  i t  does not r e f l e c t  the  wealth of the  j u r i s d i c t i o n ' s  
t ax  base ,  i t s  access  t o  a l t e r n a t i v e  sources of revenue, o r  the  nature  of demands imposed 
upon i t  f o r  governmental se rv ices .  Thus, f i s c a l  d i s p a r i t i e s  e x i s t  i n  pa r t  because the  
ex ten t  of a u t h o r i t y  t o  levy t axes  v a r i e s  from community t o  community. 

LOCAL GOVERNMENT CONTROL 

One of the  major impediments t o  sound urban development i n  I l l i n o i s  i s  t h e  ab- 
sence of v i a b l e  p o l i t i c a l  systems t o  d i r e c t  county governments i n  the  s t a t e .  I n  the  
metropol i tan a r e a ,  t h e r e  a r e  two systems of county governments. The f i r s t  a p p l i e s  t o  



Cook County, where t h e  county l e g i s l a t i v e  au thor i ty  i s  ves ted  i n  a board of conunission- 
e r s  composed, a r b i t r a r i l y ,  of t e n  represen ta t ives  from the Ci ty  of Chicago and f i v e  rep- 
r e s e n t a t i v e s  from the balance of the  county. None of the  board members a r e  e l e c t e d  a t  
l a r g e  i n  t h e  county. The county board pres ident  i s  e l e c t e d  a t  l a r g e ,  but he must a l s o  
be e l e c t e d  a s  e i t h e r  a suburban o r  a c e n t r a l  c i t y  represen ta t ive .  

Cook County i s  reputed t o  have a good zoning law system, but the  mechanics of 
the  p o l i t i c a l  system have rendered the  law r e l a t i v e l y  u s e l e s s  i n  c o n t r o l l i n g  urban dev- 
elopment i n  the  unincorporated por t ions  of the  county. This i s  because l e g i s l a t i v e  con- 
t r o l  of  t h e  county board i s  ves ted  i n  represen ta t ives  e l e c t e d  from the  Ci ty  of Chicago. 
These represen ta t ives  f requen t ly  have been more responsive t o  the  demands of p r i v a t e  
developers,  who frequent ly  l i v e  and vo te  i n  the Ci ty  of Chicago bu t  undertake develop- 
ments i n  unincorporated a r e a s ,  than they have been t o  the  needs o r  d e s i r e s  of the  unin- 
corporated a r e a s  which would be a f f e c t e d  by proposed developments. A s  a consequence, 
p r i v a t e  developers have been f reed  t o  impose t h e i r  own schemes on unincorporated sub- 
urban a reas .  

The second form of county l e g i s l a t i v e  organizat ion i n  the metropol i tan a rea  i s  
t h e  township supervisor  system. I n  each of t h e  o the r  f i v e  metropol i tan coun t ies ,  t h e  
county board, which holds l e g i s l a t i v e  a u t h o r i t y ,  i s  composed of r epresen ta t ives  e l e c t e d  
from the individual  townships wi th in  the  county. Too o f t e n  these  county boards invoke 
a system of " l e g i s l a t i v e  courtesy" i n  making decis ions  about urban development which 
a f f e c t  only a s i n g l e  township i n  the  county. I n  o t h e r  words, the  county board a s  a 
u n i t  w i l l  usua l ly  defer  t o  the  judgment of the  supervisors  represent ing the  a f f e c t e d  
township. 

I n  both of these  ins tances ,  the  i n t e g r i t y  of  county board dec i s ions  a f f e c t i n g  
urban development i s  prone t o  s u f f e r  from lack of a countywide perspect ive  i n  the  
decision-making process. Decisions a r e  made i n  response t o  pressure  from por t ions  of 
the  county,  and too o f t e n  these  pressures  take the form of spec ia l  pleading by the  con- 
t r a c t o r  o r  developer seeking changes i n  zoning laws, spec ia l  use permits o r  zoning var -  
i ances ,  subdivis ion proposals ,  o r  s i m i l a r  k inds  of dec i s ions  from the county board. 

This  tendency i s  e s p e c i a l l y  d i s rup t ive  i n  those count ies  which have countywide 
zoning. A s  noted above, the  municipal i ty  i n  such count ies  does not have zoning con t ro l  
over t h e  development of land adjacent  t o  t h e i r  boundaries. Thus, such development too 
f requen t ly  proceeds i n  a manner in imical  t o  the  b e s t  i n t e r e s t s  of the  municipal i ty ,  
wi th  the  municipal i ty  l e f t  h e l p l e s s  t o  ob jec t .  

LOCAL DEVELOPMENT POLICIES 

Many tax  based d i s p a r i t i e s  i n  t h e  Chicago SMSA stem from t h e  i n t e n t i o n a l l y  
formulated and executed plans of the  r e s i d e n t s  of the  suburban a reas .  Many suburbs 
shun t h e  heterogenei ty  of t h e  t ax  base which charac te r i zes  t h e  c e n t r a l  c i t y ,  p re fe r r ing  
ins tead  t o  r e t a i n  a homogeneity, a consis tency of l i f e  s t y l e ,  o r  a p a r t i c u l a r  "commnity 
character ."  Thus, i n  i t s  development, Park Fores t  sought i n t e n t i o n a l l y  t o  r e s t r i c t  
development t o  t h a t  which would be cons i s t en t  wi th  the general  charac te r  of the  remain- 
der  of the  suburb. Oak Brook, wi th  i t s  very r i c h  t a x  base,  i s  a l s o  a t o t a l l y  planned 
community, wi th  s t r i c t  a l l o c a t i o n s  of land t o  p a r t i c u l a r  k inds  of commercial develop- 
ment and o the r  a l l o c a t i o n s  of land t o  narrowly spec ia l i zed  k inds  of r e s i d e n t i a l  and r e -  
c r e a t i o n a l  use. Many such communities i n t e n t i o n a l l y  shun i n d u s t r i a l  development, o r  a t  
l e a s t  t h a t  i n d u s t r i a l  development which does not conform t o  very p a r t i c u l a r i z e d  and 
spec ia l i zed  standards.  

Other communities, however, s t a r t  out  seeking t o  develop i n  accordance with  
spec i f i ed  c r i t e r i a ,  but l a t e r  f i n d  t h i s  impract ical  and then seek t o  d i v e r s i f y  t h e i r  
t a x  base. Such was t h e  case  wi th  Hoffman E s t a t e s  which s t a r t e d  ou t  a s  a s t r i c t l y  



r e s i d e n t i a l  community, but  then found t h a t  t h i s  generated severe f i s c a l  problems. A s  a  
r e s u l t ,  t he  suburb i s  now seeking i n d u s t r i a l  development. 

The a t t i t u d e  i n  the  Chicago SMSA about t h e  d e s i r a b i l i t y  o f  h igh o r  low dens i ty  
zoning v a r i e s  from community t o  community. Some communities shun high dens i ty  res iden-  
t i a l  uses ,  but genera l ly  t h i s  i s  motivated more ou t  of a  d e s i r e  t o  r e t a i n  the  s i n g l e  
family cha rac te r  of communities than i t  i s  t o  avoid undesi rable  f i s c a l  p a t t e r n s .  Else-  
where, however, communities have sought h igh dens i ty  r e s i d e n t i a l  development a s  a  means 
of b o l s t e r i n g  t h e i r  proper ty  t ax  base. For  example, Napervi l le  i n  DuPage County ap- 
proved 943 new r e s i d e n t i a l  u n i t s  i n  mul t ip le  family homes because the  development prom- 
i s e d  t o  produce a  revenue su rp lus  f o r  the  community's f i s c a l  s i t u a t i o n .  

There i s  no evidence of t ax  competit ion f o r  i n d u s t r i a l  development between 
communities i n  the  Chicago SMSA. The s t a t e  of I l l i n o i s ,  g e n e r a l l y ,  i s  one l a r g e  t a x  
haven f o r  i n d u s t r i a l  development. This  f a c t o r ,  combined wi th  the  economic d e s i r a b i l i t y  
of a  Chicago l o c a t i o n ,  has  reversed t h e  s i t u a t i o n ,  al lowing communities t o  p ick and 
choose among the  i n d u s t r i e s  they want t o  l o c a t e  wi th in  t h e i r  j u r i s d i c t i o n s  r a t h e r  than 
requ i r ing  them t o  compete among each o t h e r  f o r  any p o t e n t i a l  i n d u s t r i a l  development. 
I n d u s t r i a l  developers  i n  I l l i n o i s  w i l l  f r equen t ly  n e g o t i a t e  wi th  va r ious  communities 
t h a t  o f f e r  p o t e n t i a l  s i t e s ,  but  such nego t i a t ion  i s  genera l ly  d i r e c t e d  a t  a s c e r t a i n i n g  
the  community's response t o  the  development r a t h e r  than any attempt t o  formulate a  
"deal. " 

Comprehensive Planning 

Although some f i s c a l  d i s p a r i t i e s  a r e  i n t e n t i o n a l l y  caused by planning, t h e  
g r e a t  bulk of them a r e  caused by a  lack of adequate planning. On an areawide b a s i s ,  
t he  Chicago SMSA does have t h e  Northeas tern  I l l i n o i s  Planning Commission, but  the  Com- 
mission i s  s t r i c t l y  advisory and t o t a l l y  dependent upon community donations and s t a t e  
and Federal  g r a n t s  f o r  i t s  f i n a n c i a l  support .  These twin f a c t o r s ,  p lus  the   omm mission's 
r e l a t i v e  newness, have combined t o  minimize t h e  con t r ibu t ion  which the  Commission has  
been a b l e  t o  make thus  far .*  Some coun t i e s  i n  the  SMSA have developed formal planning 
programs, notably  Kane and Lake Counties,  but  such programs have been notably  absent  i n  
both Cook and DuPage Counties where t h e  bulk of the  urban development has  occurred.  
F i n a l l y ,  community planning i s  a  r a t h e r  spo t ty  undertaking: some communities make i n -  
t ens ive  e f f o r t s  a t  planning whi le  o t h e r  e f f o r t s  a r e  r a t h e r  desul tory .  

For i n s t a n c e ,  t h e  communities of Park F o r e s t ,  Oak Brook, Evanston, and Oak 
Park,  a l l  of which rank a s  e i t h e r  f i s c a l l y  sound o r  a s  having coped success fu l ly  wi th  
t h e i r  problems, have a l l  undertaken l a r g e  s c a l e ,  in t ens ive  planning opera t ions .  Other 
communities, however, such a s  Maywood and Robbins, n e i t h e r  of which i s  f i s c a l l y  secure ,  
have made r e l a t i v e l y  l i t t l e  e f f o r t  i n  the  planning f i e l d .  I n  o t h e r  words, t h e r e  i s  
some c o r r e l a t i o n  between the  i n t e n s i t y  of comprehensive planning and the  f i s c a l  sound- 
ness  of ind iv idua l  communities. 

P r i v a t e  Sec to r  Forces  

A l l  a v a i l a b l e  evidence i n d i c a t e s  t h a t  fo rces  i n  t h e  p r i v a t e  s e c t o r  of t h e  SMSA'S 
economy tend t o  inc rease  r a t h e r  than l e s s e n  l o c a l  government f i s c a l  d i s p a r i t i e s .  P r i -  
v a t e  i n d u s t r y ,  f o r  example, shows a  s t rong  preference f o r  l o c a t i n g  i n  concen t ra t ions  
a long major t r a n s p o r t a t i o n  routes .  The t r end  toward fewer and l a r g e r  commercial shop- 
ping c e n t e r s  i n  t h e  suburbs tends  t o  f u r t h e r  inc rease  t h e  d i s p a r i t i e s .  F i n a l l y ,  

* Ed. note:  This Comiss ion  has been des ignated t o  perform t h e  "areawide review and 
comment" func t ion  required under Sec. 204 of t h e  Demonstration C i t i e s  and Metropolitan 
Development Act of 1966. 



developers  i n  the  Chicago SMSA have shown l i t t l e  i n c l i n a t i o n  t o  develop housing f o r  t h e  
lower middle and lower income groups i n  suburban a reas .  Th i s ,  i n  t u r n ,  t ends  t o  r e t a i n  
the  concen t r a t ion  o f  t h e s e  groupings i n  t h e  o l d e r  housing l o c a t e d  i n  o r  nea r  t h e  c i t y  o f  
Chicago, f u r t h e r  adding t o  t h e  economic woes of t h e  o l d e r  communities. 

Seve ra l  ca se  examples drawn from t h e  Chicago scene demonstrate e f f e c t i v e l y  the  
long range impact of p r i v a t e  s e c t o r  t r e n d s  upon t h e  f i s c a l  wel l -be ing of i n d i v i d u a l  com- 
mun i t i e s .  The f i r s t  of  t h e s e  d e a l s  w i t h  t h e  l o c a t i o n  o f  commercial shopping c e n t e r s ,  a  
f a c t o r  of  c r u c i a l  importance g iven t h e  p re sen t  s t a t e  s a l e s  t a x  system, which a l lows  com- 
mun i t i e s  t o  t a x  a l l  r e t a i l  s a l e s  t ak ing  p lace  w i t h i n  t h e i r  j u r i s d i c t i o n .  The r e s u l t  i s  
compet i t ion  f o r  shopping c e n t e r s .  Thus, when i t  became known t h a t  a  l a r g e  new shopping 
c e n t e r  was planned f o r  an  a rea  ad jacen t  t o  t h e  DuPage County communities of  Lombard, 
Wheaton, and Downers Grove, t h e s e  and o t h e r  ad jacen t  communities a l l  became i n t e r e s t e d  
i n  t r y i n g  t o  annex the  inco rpora t ed  land on which t h e  c e n t e r  was t o  be b u i l t .  Ul t imate-  
l y ,  d e s p i t e  c l a n d e s t i n e  a t t empt s  by s e v e r a l  suburbs t o  encourage t h e  annexat ion  of t h e  
l and  t o  t h e i r  communities, t h e  land was annexed t o  Lombard, g iv ing  t h a t  v i l l a g e  t o t a l  
r i g h t s  t o  t h e  a n t i c i p a t e d  $3 m i l l i o n  i n  t o t a l  l o c a l  s a l e s  t a x  r e c e i p t s  which t h e c e n t e r  
would provide .  Thus, d e s p i t e  t h e  f a c t  t h a t  shoppers would be drawn from a l l  of  t h e  s u r -  
rounding communities, and d e s p i t e  t h e  f a c t  t h a t  bus iness  would be a t t r a c t e d  away from 
the  e x i s t i n g  downtown shopping c e n t e r s  of  t h e  surrounding communities, s a l e s  t a x  pro- 
ceeds  from t h e  new c e n t e r  would acc rue  s o l e l y  t o  t h e  b e n e f i t  of Lombard r e s i d e n t s .  Not 
on ly  could  Lombard r e s i d e n t s  expect  t o  r ece ive  t h i s  one w i n d f a l l ,  bu t  o t h e r  surrounding 
communities could  expect  t o  exper ience  a  d e c l i n e  i n  t h e i r  own s a l e s  t a x  r e c e i p t s  a s  
bus iness  i n  t h e i r  own shopping c e n t e r s  su f fe red .  

The shopping c e n t e r s  l o c a t e d  i n  H i l l s i d e  and Oak Brook have had s i m i l a r  i m -  
p a c t s  on t h e  surrounding communities. Both of t h e s e  shopping c e n t e r s  a r e  l o c a t e d  a t  t h e  
junc t ion  o f  t h e  T r i - s t a t e  Tollway wi th  t h e  East-West and c h i c a g o ' s  Eisenhower Express-  
way, making t h e  c e n t e r s  a c c e s s i b l e  t o  r e s i d e n t s  from a  wide geographic a r e a .  Yet t h e  
s a l e s  t a x  proceeds from bo th  o f  t h e  shopping c e n t e r s  remain s o l e l y  wi th  t h e  community 
i n  which they  a r e  loca t ed .  Thus, a l though the  community of Maywood, which l i e s  ad ja -  
c e n t  t o  H i l l s i d e ,  i s  i n  d e s p e r a t e  need o f  more f i s c a l  r e sources ,  and a l though i t s  r e s i -  
d e n t s  r e g u l a r l y  shop i n  the  H i l l s i d e  and Oak Brook shopping c e n t e r s ,  Maywood i t s e l f  r e -  
c e i v e s  no a s s i s t a n c e  and i s  on ly  h u r t  by t h e s e  ad jacen t  shopping c e n t e r s .  

A second comparison o f  i n t e r e s t  i s  t h e  impact of  p r i v a t e  i n d u s t r i a l  development 
upon community t a x  bases .  Two d i f f e r e n t  i n d u s t r i a l  enc laves  were s t u d i e d  i n  t h i s  s u r -  
vey: t h e  community o f  F r a n k l i n  Park which i s  a  r e l a t i v e l y  new i n d u s t r i a l  enc lave  l o c a t -  
ed nea r  0 ' ~ a r e  a i r f i e l d ,  and t h e  community of Summit, an o l d e r  i n d u s t r i a l  enc lave  l o c a t -  
ed nea r  c h i c a g o ' s  Midway a i r p o r t .  Both communities, a s  noted  i n  P a r t  11, have a  h igh 
percentage  o f  t h e i r  proper ty  devoted t o  i n d u s t r i a l  usage. Desp i t e  t h e  r e l a t i v e  weal th  
o f  i t s  t a x  base ,  however, t h e  community of Summit i s  d e t e r i o r a t i n g .  I t s  p rope r ty  i s  
ag ing ,  i t s  downtown shopping c e n t e r  i s  d e c l i n i n g ,  and i t s  l e v e l  o f  p u b l i c  s e r v i c e s  i s  
f a l l i n g  below needed l e v e l s .  

I n  c o n t r a s t  t o  t h i s  i s  t h e  community o f  F rank l in  Park ,  which has  developed i n  
response t o  many of t h e  same i n d u s t r i a l - t r a n s p o r t a t i o n  needs t h a t  gave rise t o  Summit. 
I t s  development has  been more r e c e n t ,  however, w i t h  the  r e s u l t  t h a t  t h e r e  i s  s t i l l  un- 
developed l and  i n  t h e  community. However, a l l  of t h e  remaining undeveloped l and  i s  
zoned f o r  i n d u s t r i a l  purposes.  One F r a n k l i n  Park o f f i c i a l ,  i n  an in t e rv i ew w i t h  t h e  
f i e l d  r e s e a r c h e r ,  summed up t h e  community's a t t i t u d e  toward r e s i d e n t i a l  development 
when he j u s t i f i e d  t h e  e x i s t i n g  zoning p a t t e r n  w i t h  the  s t a t emen t ,  "We don ' t  want t o  have 
t o  bo the r  w i t h  any more r e s idences  i n  t h i s  community." 

I n  s h o r t ,  g iven t h i s  k ind  of a t t i t u d e  towards r e s i d e n t i a l  development, a  t a x  
base made wealthy by heavy i n d u s t r i a l  concen t r a t ions  appears  t o  be no guarantee  f o r  t h e  
long range suppor t  of d e s i r a b l e  r e s i d e n t i a l  communities. 



OTHER IMPACTS OF THE DISPARITIES 

F i s c a l  d i s p a r i t i e s  i n  me t ropo l i t an  a r e a s  have many consequences f o r  p u b l i c  
po l i cy .  These have g e n e r a l l y  been we l l  acknowledged and documented i n  t h e  l i t e r a t u r e  
on me t ropo l i t an  government. Many o f  them, t o o ,  have been mentioned a t  o t h e r  p o i n t s  i n  
t h i s  r e p o r t .  Rather  than  run t h e  r i s k  of redundancy, t h i s  s e c t i o n  w i l l  no t  a t t empt  t o  
r epea t  t h e s e  impacts ,  but  r a t h e r  i t  w i l l  dwell  on those  impacts which a r e  g e n e r a l l y  l e s s  
w e l l  acknowledged, bu t  whose e x i s t e n c e  and s e r i o u s n e s s  was pointed  up by the  d a t a  ga th-  
e r e d  f o r  t h i s  p a r t i c u l a r  r e p o r t .  These i n c l u d e  a  f u l l e r  d i scuss ion  of t h e  p a r t i c u l a r  
d i s p a r i t i e s  a s s o c i a t e d  w i t h  t h e  c o r e  c i t y  of Chicago, t h e  r e l a t i o n s h i p  between t h e  age  
o f  t h e  community and f i s c a l  d i s p a r i t i e s ,  and t h e  r e l a t i o n s h i p  between a  community's t a x  
base  and i t s  spending p a t t e r n s .  

Chicano 's  D i s p a r i t i e s  

Chicago 's  p e c u l i a r  economic and s o c i o l o g i c a l  d i s p a r i t i e s  have a l r e a d y  been 
noted.  P a r t  11, Chapter 3 ,  f o r  example, commented on the  d i s p a r i t y  between t h e  v e r y  
h igh  expendi ture  per  c a p i t a  f o r  municipal  s e r v i c e s  i n  Chicago a s  c o n t r a s t e d  w i t h  t h e  
v e r y  low expend i tu re s  per s tuden t  f o r  educa t iona l  purposes.  It a l s o  noted t h a t  Chica- 
g o ' s  t a x  base ,  c o n t r a r y  t o  many popular concept ions ,  i s  not  w e a l t h i e r  than  t h a t  of i t s  
suburban neighbors ,  t h a t  t h e  t axab le  wea l th  provided by i t s  g r e a t  i n d u s t r i a l  and com- 
merc i a l  c e n t e r s  i s  more than o f f s e t  by i t s  unusual ly  l a r g e  percentage  of f a m i l i e s  w i th  
incomes nea r  o r  below t h e  poverty l e v e l  o f  $3,000 per  yea r .  P a r t  11, Chapter 4 ,  then  
noted t h e  v a s t  s o c i o l o g i c a l  d i s p a r i t i e s  i n  Chicago and t h e  un fo r tuna te  b u t  a c c u r a t e  c o r -  
r e l a t i o n  between t h e  r a c i a l  composit ion o f  a  neighborhood and i t s  comparative l e v e l  o f  
a f f luence .  F i n a l l y ,  i t  documented, w i t h  i t s  c h a r t s ,  what i s  probably the  most d i s t u r b -  
i ng  f a c t  of a l l ,  and t h e  most g l a r i n g  d i s p a r i t y  between Chicago and i t s  suburban neigh-  
b o r s ,  namely t h e  f a c t  t h a t  Chicago has  a  d i sappea r ing  middle c l a s s  wh i l e  t h e  middle 
c l a s s  forms t h e  backbone o f  suburban c i t i z e n s h i p .  

T h i s  f l i g h t  of Chicago's  middle c l a s s  p a r t l y  e x p l a i n s  ~ h i c a g o ' s  poor r eco rd  o f  
expend i tu re  per  pup i l  e n r o l l e d  i n  i t s  pub l i c  schools .  A second cause  i s  ~ h i c a g o ' s  
l a r g e  Roman Ca tho l i c  popula t ion  and i t s  massive Ca tho l i c  school system. A s  t h e  suburban 
d a t a  show, i t  i s  t h e  upper and middle c l a s s e s  t h a t  demand good school systems,  bu t  Chi- 
cago ' s  schools  a r e  s t r i c k e n  w i t h  an  a f f l u e n t  c l a s s  t h a t  can a f f o r d  p r i v a t e  schoo l s  and 
wi th  a  middle c l a s s  t h a t  i s  l a r g e l y  e i t h e r  f l e e i n g  t h e  c i t y  o r  focus ing  t h e i r  concern 
on t h e  pa roch ia l  school system. Together ,  a l l  of  t h e s e  groups a r e  l i t t l e  concerned 
about t h e  l e v e l  of  t he  c i t y ' s  educa t iona l  s e r v i c e s ,  bu t  v e r y  concerned wi th  t h e  c i t y ' s  
l e v e l  of  municipal  s e r v i c e s .  Thus i s  der ived ~ h i c a g o ' s  p e c u l i a r  l e v e l  of  r e source  
a l l o c a t i o n  between t h e  municipal  and educa t iona l  s e r v i c e s .  

Even i f  consumer demands f o r  pub l i c  s e r v i c e s  should s h i f t  i n  Chicago, and 
Chicago's  l a r g e  impoverished popula t ion  should demand h i g h e r  l e v e l s  o f  spending f o r  
educa t iona l  purposes ,  i t  i s  doub t fu l  t h a t  t h e  c i t y  could do much t o  change i t s  p re sen t  
r e source  a l l o c a t i o n  formula.  I n  t h e  f i r s t  p l a c e ,  w i th  i t s  p rope r ty  t a x  base  pe r  c a p i t a  
d e c l i n i n g  and w i t h  t h e  daytime commuters' con t inu ing  need f o r  s e r v i c e s  compell ing a  h igh  
f l o o r  below which pe r  c a p i t a  spending f o r  municipal  s e r v i c e s  may not  go ,  i t  i s  doub t fu l  
t h a t  Chicago can r a i s e ,  from i t s  own t a x  base ,  l a r g e  amounts of  a d d i t i o n a l  revenues f o r  
educa t iona l  purposes.  To be s u r e ,  i t  could  make a  g r e a t e r  t a x  e f f o r t  t han  i t  p rev ious ly  
d i d :  among t h e  communities s t u d i e d ,  Chicago 's  tax r a t e  levy f o r  educa t iona l  purposes 
was t h e  lowest .  I t  i s  q u i t e  appa ren t ,  however, t h a t  Chicago needs o u t s i d e  a s s i s t a n c e  
i f  i t  i s  t o  r e v i t a l i z e  i t s  educa t iona l  program. 

Not only  do Chicago's  daytime commuters need i n t e n s e  l e v e l s  o f  municipal  s e r -  
v i c e s ,  so a l s o  does ~ h i c a g o ' s  l a r g e  and r a p i d l y  growing unde rp r iv i l eged  popula t ion .  
Chicago has  i n  f a c t  a l r eady  begun t o  serve  a s  a  l a r g e  c o l l e c t i o n  and t r a i n i n g  c e n t e r  f o r  
t he  a r e a ' s  e d u c a t i o n a l l y  and economically deprived c i t i z e n s .  Unfor tunate ly ,  however, 
i t s  success  i n  a c c u l t u r a t i n g  and r e t u r n i n g  t h e s e  people t o  middle c l a s s  s o c i e t y  w i l l  



depend i n  p a r t  upon the  a b i l i t y  of these  people t o  move i n t o  the  middle c l a s s  neighbor- 
hoods t o  which they  a s p i r e .  For many of chicago 's  r e s i d e n t s ,  however, such mobi l i ty  i s  
not now a v a i l a b l e .  The s t a t i s t i c s  c i t e d  e a r l i e r  document the  f a c t  t h a t  housing f o r  the  
nonwhite i s  a t  a  severe  premium i n  the  suburbs. Furthermore, those nonwhites who do 
l i v e  i n  the  suburbs tend, f o r  t h e  most p a r t ,  t o  l i v e  i n  nonwhite c l u s t e r s ,  r a t h e r  than 
s c a t t e r e d  through the  white communities. Unfortunately,  the  progress  c u r r e n t l y  being 
made toward open occupancy i n  t h e  SMSA has  been slow. 

A t  any r a t e ,  t h e  e f f e c t i v e n e s s  wi th  which Chicago performs t h i s  human develop- 
ment r o l e  w i l l  depend upon t h e  degree t o  which middle c l a s s  a s p i r a t i o n s  a r e  r e a l i s t i c  
f o r  members of minor i ty  groups and t h e  ex ten t  t o  which t h e  c i t y  r ece ives  o u t s i d e  f inan-  
c i a l  a s s i s t a n c e  f o r  t h e  p a r t i c u l a r  s e r v i c e  burdens imposed upon i t  by the  na tu re  of t h i s  
s p e c i a l  funct ion.  

Comuni tv  &e and F i s c a l  D i s ~ a r i t y  

From t h e  s tandpoint  of age ,  t h e r e  a r e  two d i f f e r e n t  c a t e g o r i e s  of communities 
t h a t  were included wi th in  t h e  scope of t h i s  study: those  t h a t  were pr imari ly  developed 
before  World War I1 and those  t h a t  have undergone t h e i r  g r e a t e s t  surge of development 
s ince  t h a t  date.  Those communities which were developed p r i o r  t o  t h e  second World War 
now f i n d  themselves f a l l i n g  a  v i c t i m  of age. With age has  come such t r e n d s  a s  dec l in -  
ing  per  c a p i t a  property t ax  v a l u a t i o n s ,  a  dec l ine  i n  t h e  socioeconomic l e v e l  of the  
community's r e s i d e n t s ,  in-migration of nonwhite minor i ty  groups,  and t h e  emergence of a  
need f o r  such spec ia l i zed  urban se rv ices  a s  urban renewal, remedial educat ion programs, 
and poverty war programming. 

Trends of t h i s  kind have long been assoc ia ted  w i t h  t h e  co re  c i t y  i n  metropol i -  
t a n  a r e a s ,  and t h i s  i s  c e r t a i n l y  t h e  case  i n  the  Chicago SMSA. However, t h e  same t r ends  
a r e  equa l ly  apparent  i n  many of t h e  o l d e r  suburban'communities b u i l t  p r i o r  t o  World War 
11. S p e c i f i c a l l y ,  these  t r ends  a r e  a l ready apparent i n  t h e  c i t i e s  of Evanston, Oak 
Park, Maywood, and Summit, a l l  of which a r e  suburbs loca ted  on o r  near  chicago 's  c i t y  
l i m i t s .  I n  o t h e r  words, t h e  problems t r a d i t i o n a l l y  a s soc ia ted  w i t h  t h e  c o r e  c i t y  a r e  
i n  f a c t  spreading outward and, i n  t h e  Chicago SMSA, a r e  a l r eady  beginning t o  engulf t h e  
o l d e r  c i t i e s  ly ing  on Chicago's borders .  To a  l e s s e r  e x t e n t ,  many of these  same t r ends  
a r e  found i n  the  o l d e r  comnunities,  such a s  Aurora and Woodstock, which a r e  now p a r t  o f  
the  metropol i tan  a r e a  but  which a r e  not  c l o s e  t o  Chicago i t s e l f .  

Each of t h e  four  aging communities near  Chicago's borders  i s  a  unique c a s e ,  and 
a s  a  r e s u l t  i t s  response t o  the  aging process  has  been somewhat d i f f e r e n t .  I n  Evan- 
s t o n ' s  case ,  f o r  example, t h e  community has f a l l e n  from i t s  former s t a t u s  a s  a  h igh i n -  
come suburb t o  i t s  present  s t a t u s  a s  a  middle income community. Because of i t s  r i s i n g  
p a t t e r n  of s e r v i c e  demands and t h e  f a l l i n g  va lua t ion  of i t s  aging proper ty ,  however, 
the  c i t y  h a s  been confront ing f i n a n c i a l  problems of inc reas ing  s e v e r i t y .  O f f s e t t i n g  
these  problems has  been the  c i t y i s  r e l a t i v e  success  i n  br inging property formerly c l a s -  
s i f i e d  a s  tax-exempt back on t h e  t ax  r o l l s .  Thus, al though the  socioeconomic l e v e l  of 
i t s  r e s i d e n t s  has  f a l l e n ,  Evanston has  been a b l e  t o  slow down t h e  worst  impacts of ag- 
ing and mainta in  a  v i a b l e ,  progress ive  governmental system. 

Oak Park 's  s i t u a t i o n  i s  roughly comparable t o  t h a t  of Evanston. Oak Park,  too,  
has  s l ipped  from the  s t a t u s  of an upper income community t o  t h a t  of a  middle income com- 
munity. With i t s  inheren t  l e v e l  of a f f l u e n c e ,  however, Oak Park has  a l s o  been a b l e  t o  
r e t a r d  the  worst  consequences of the  aging process by undertaking s e l e c t i v e  urban rede- 
velopment programs, most notably  the  replacement of o ld  s i n g l e  family homes wi th  new 
mul t ip le  dwelling u n i t s  t h a t  a r e  a t t r a c t i v e  t o  young Chicago commuters. Thus, al though 
l i k e  Evanston the  c i t y  i s  now i n  a  f i n a n c i a l  b ind,  i t  a l s o  has  been a b l e  t o  mainta in  
i t s  f i s c a l  soundness up t o  t h i s  point .  



Summit, too,  has been ab le  t o  maintain i t s  f i s c a l  soundness, but t h i s  i s  be- 
cause i t ,  un l ike  Evanston and Oak Park, has f a i l e d  t o  respond t o  the  changing p a t t e r n  
of se rv ice  demands made upon i t .  Thus, i t s  r e s i d e n t i a l  and commercial neighborhoods 
a r e  d e t e r i o r a t i n g  rap id ly ,  the  socioeconomic l eve l  of i t s  res iden t s  i s  f a l l i n g ,  and the  
per c a p i t a  l e v e l  of i t s  assessed va lua t ion  i s  a l s o  decl ining.  Because i t  i s  an indus- 
t r i a l  enclave,  however, Summit does,  i f  i t  chooses t o  do so,  have the  capaci ty  t o  r e -  
spond t o  the  chal lenges  now confront ing it.  

The case  of Maywood i s  e n t i r e l y  d i f f e r e n t .  Maywood was once a middle income 
community, but i t s  housing s tock has aged, i t s  s t r e e t s  have become c l u t t e r e d  wi th  t r a f -  
f i c ,  i t  has f e l t  the in-migration of nonwhites, and i t  has gradual ly  f a l l e n  from a 
s t a t u s  of a middle income t o  a low income bedroom community. A s  i t s  housing s tock ages ,  
furthermore,  i t s  property tax per c a p i t a  va lua t ion  has a l s o  dec l ined ,  wi th  the  conse- 
quence t h a t  the  community f inds  i t s e l f  inc reas ing ly  hardpressed t o  supply the  s e r v i c e s  
it has  t r a d i t i o n a l l y  provided i t s  r e s i d e n t s ,  Furthermore, i t  i s  a l s o  confronted with  
the  need t o  respond p o s i t i v e l y  wi th  new kinds  of se rv ice  programs. I n  an e f f o r t  t o  re -  
b u i l d  i t s  t a x  base ,  the  community has  undertaken urban renewal programs t o  c l e a r  some 
of i t s  land,  hoping t o  a t t r a c t  i n d u s t r i a l  o r  commercial development. However, these  
e f f o r t s  have not succeeded and the  land c learance programs have simply r e s u l t e d  i n  a 
f u r t h e r  dec l ine  of the  community's assessed va lua t ions .  Thus, Maywood appears t o  be 
confronted with  a dilennna: i t  l acks  the  property t a x  base t o  undertake a l e v e l  of s e r -  
v i c e s  demanded by i t s  changing socioeconomic s t r u c t u r e  and by the  aging s tock of com- 
munity bu i ld ings ,  but i t  a l s o  f i n d s  t h a t  a t tempts  t o  rebu i ld  the  community wi th  new i n -  
d u s t r i a l  o r  commercial p roper t i e s  has not been successful .  Thus it i s  fac ing  the  pros- 
pect  of a chronic d e t e r i o r a t i o n ,  not only of i t s  t ax  base ,  but of i t s  a b i l i t y  t o  supply 
t h e  se rv ices  needed by i t s  res iden t s .  

Obviously, these  communities s tand i n  s t a r k  c o n t r a s t  t o  the  newer, more a f f l u -  
en t  neighbors. They a l s o  serve a s  an omen of th ings  t o  come, f o r  t h e r e  i s  no reason t o  
suspect t h a t  the  outward movement of core  c i t y  problems w i l l  s t o p  wi th  the f i r s t  o r  
second r i n g  of suburbs; i n  f a c t ,  t h e r e  i s  every reason t o  b e l i e v e  t h a t  t h e i r  movement 
may be acce le ra ted  i n  many of the  newer, bedroom communities which lack a d i v e r s i f i e d  
t a x  base and i n  which the  housing s tock promises t o  age quickly.  

Thus, age becomes a f a c t o r  of major s ign i f i cance  i n  d i f f e r e n t i a t i n g  between the  
f i n a n c i a l  condi t ion of va r ious  communities. It a l s o  becomes a major causal  f a c t o r  f o r  
f i s c a l  d i s p a r i t i e s  wi th in  metropol i tan areas .  Fur the r ,  t h e  d i f f e r e n t  p a t t e r n s  of suc- 
c e s s  i n  coping with  age,  exemplified by communities such a s  Oak Park and Maywood, a l s o  
point  t o  the  need f o r  b e t t e r  balanced t a x  bases i n  the  development of suburban 
communities. 

Governmental Svendine P a t t e r n s  

There a r e  d i s p a r i t i e s  i n  the  amounts d i f f e r e n t  communities spend f o r  such 
b a s i c a l l y  e s s e n t i a l  se rv ices  a s  po l i ce  p ro tec t ion ,  s t r e e t s ,  u t i l i t i e s ,  and o t h e r  publ ic  
works programs, but the re  a r e  even g r e a t e r  d i s p a r i t i e s  i n  the  percentage of t h e i r  bud- 
ge t  a l l o c a t e d  t o  such %on-basic" expenditure items a s  l i b r a r i e s ,  r ec rea t iona l  programs, 
and s i m i l a r  ameni t ies  of the  "good l i f e . ' '  I n t e r e s t i n g l y  enough, however, the  percentage 
of a community's budget a l loca ted  t o  such ameni t ies  i s  not determined by the  comparative 
wealth of the  community's t a x  base ,  but r a t h e r  it i s  a product of e i t h e r  of two f a c t o r s :  
(1) t h e  age of the  community, o r  (2)  t h e  socioeconomic l e v e l  of t h e  community's r e s i -  
dents .  Thus, f o r  example, the  o l d e r  communities, such a s  Aurora, Evanston, Oak Park, 
Summit, and Woodstock devote a r e l a t i v e l y  high percentage of t h e i r  municipal budget t o  
such funct ions .  S imi la r ly ,  such upper income and middle income, whi te  c o l l a r ,  bedroom 
suburbs a s  Flossmoor, Oak Brook, and Park Fores t  devote a s i m i l a r l y  l a r g e  percentage of 
t h e i r  income t o  such f a c t o r s .  ( I n t e r e s t i n g l y ,  the  most a f f l u e n t  suburb, Winnetka, does 
not devote a l a r g e  percentage of i t s  income t o  such non-essen t i a l s ,  but t h i s  might be 
p a r t l y  explained by the  f a c t  t h a t  Winnetka i s  loca ted  on the  shore of Lake Michigan and 
i s  a b l e  t o  provide exce l l en t  swimming and o t h e r  r ec rea t iona l  f a c i l i t i e s  t o  i t s  r e s i d e n t s  



a t  a  r e l a t i v e l y  modest c o s t .  I f  t h i s  i s  t r u e ,  i t  would then mean t h a t  geographic loca -  
t i o n  i s  ano the r  f a c t o r  of consequence i n  de termining the  comparative d i s p a r i t i e s  between 
communities w i t h i n  a  me t ropo l i t an  a r e a . )  

Presumably, such suburbs a s  F r a n k l i n  Park ,  Summit, N i l e s ,  and H i l l s i d e ,  w i t h  
t h e i r  wealthy t a x  bases ,  could  provide  such nonessen t i a l  s e r v i c e s  i f  they chose t o  do 
so. The f a c t  t h a t  they  have chosen no t  t o  do s o ,  however, i s  appa ren t ly  i n d i c a t i v e  of 
a  conscious  choice  on t h e  p a r t  of t h e i r  r e s i d e n t s ,  l a r g e l y  middle o r  lower income b lue  
c o l l a r  workers.  Such cho ices  l e g i t i m a t e l y  belong t o  r e s i d e n t s  i n  any me t ropo l i t an  a r e a ,  
but  i t  r a i s e s  problems f o r  t hose  who would seek t o  a l l e v i a t e  d i s p a r i t i e s .  Should t h e  
p rov i s ion  of such amen i t i e s  a s  l i b r a r y  f a c i l i t i e s  and swimming pools ,  d e s i r a b l e  a s  they  
a r e  f r e q u e n t l y  deemed, be cons idered  a  p a r t  of  t h e  " e s s e n t i a l  package of municipal  s e r -  
v i ces"  t o  be  taken i n t o  account when determining a  g iven community's need f o r  supple-  
mental f i n a n c i a l  a s s i s t a n c e  from o u t s i d e  sources?  

PROJECTIONS AND RECOMMENDATIONS 

A s  demonstrated i n  P a r t  111, t h e  e x i s t i n g  d i s p a r i t i e s  i n  f i s c a l  r e sources  
among u n i t s  of  government i n  t h e  me t ropo l i t an  a rea  a r e  seve re .  They gene ra t e  major d i f -  
f e r ences  i n  t h e  q u a n t i t y  and q u a l i t y  of pub l i c  s e r v i c e s  which d i f f e r e n t  governmental 
j u r i s d i c t i o n s  can provide w i t h  t h e  same l e v e l  o f  t a x  e f f o r t ,  o r  enable  o t h e r  communities 
t o  a c q u i r e  cons iderably  more pub l i c  s e r v i c e s  than t h e i r  ne ighbors  by approximately 
equal  t a x  e f f o r t .  

It i s  a l s o  s i g n i f i c a n t  t h a t ,  a s  poin ted  ou t  i n  P a r t  11, t h e  s o c i o l o g i c a l  d i s -  
p a r i t i e s  between neighborhoods w i t h i n  t h e  C i t y  o f  Chicago i s  much g r e a t e r  than  a r e  sim- 
i l a r  d i s p a r i t i e s  between suburbs o u t s i d e  t h e  c e n t r a l  c i t y .  I n  f a c t ,  i f  t h e  suburbs 
were sub jec t ed  t o  t h e  same d i s p a r i t i e s  e x i s t i n g  i n  t h e  co re  c i t y ,  i t  i s  e n t i r e l y  prob- 
a b l e  t h a t  t h e  p re sen t  system o f  government would break down completely.  That t h e  p re sen t  
government su rv ives  amidst  t hese  d i s p a r i t i e s  i n  t h e  C i t y  of Chicago a t  a11 can be a t t r i -  
buted  s o l e l y  t o  t h e  h igh degree  of d i v e r s i f i c a t i o n  w i t h i n  t h e  c e n t r a l  c i t y ,  a  d i v e r s i -  
f i c a t i o n  of i n d u s t r i a l  and commercial p rope r ty  so  g r e a t  t h a t  t h e  c e n t r a l  c i t y  h a s  t o  
import thousands of workers d a i l y  t o  f i l l  t h e  jobs  i n  i t s  s t o r e s ,  f a c t o r i e s ,  and o f f i c e  
bu i ld ings .  

However, t h e  suburbs do no t  have t h i s  k ind  of d i v e r s i f i c a t i o n  i n  t h e i r  t a x  
base ,  and so  t h e  ques t ion  remains: "What of t h e  fu ture? ' '  The purpose of t h e  fo l lowing 
paragraphs i s  t o  answer t h a t  ques t ion  and t o  sugges t  g u i d e l i n e s  which, i f  fol lowed i n  
t h e  fo rmula t ion  o f  f u t u r e  publ ic  po l i cy  f o r  me t ropo l i t an  a r e a s ,  might h e l p  c r e a t e  b e t -  
t e r  socioeconomic and f i s c a l  ba lance  i n  me t ropo l i t an  a r e a s  and t h u s  r e t a i n  t h e  v i a b i l i t y  
o f  t h e  n a t i o n ' s  b a s i c  l o c a l  governing system. 

PROJECTIONS 

The General  Conclusion 

A look a t  c u r r e n t  t r e n d s  i n  t h e  S t a t e  of I l l i n o i s  and t h e  Chicago Standard 
Met ropo l i t an  S t a t i s t i c a l  Area can l e a d  t o  only  one conclus ion:  t h e  d i s p a r i t i e s  now ap- 
pa ren t  among governments i n  t h e  Chicago SMSA a r e  becoming worse and can on ly  be expected 
t o  con t inue  g e t t i n g  worse g iven t h e  continuance of e x i s t i n g  publ ic  p o l i c i e s  r e l a t i n g  t o  
me t ropo l i t an  growth, development, and government. 

This  conclus ion  i s  based upon: (1) s t a t i s t i c s  on e x i s t i n g  f i n a n c i a l  t r e n d s ,  
(2) t h e  absence of any t r e n d  towards ba lanced t a x  bases  i n  suburban governments, (3)  
t he  p r e d i c t i o n s  of t h e  Nor theas t  I l l i n o i s  Planning Commission about t h e  f u t u r e  o f  t h e  
Chicago SMSA, (4) t h e  impact of  age  upon community wel l -be ing i n  t h e  suburbs ,  and (5) 



presen t ,  observable t rends  i n  I l l i n o i s  s t a t e  law. Each of these  w i l l  be discussed 
f u r t h e r .  

The Underlvinn Rat ionale  

S t a t i s t i c a l  trends.--Many s t a t i s t i c s  can be c i t e d  i n  support of t h i s  argument, 
but t h e r e  a r e  few t h a t  r e f u t e  i t .  Only the  more s i g n i f i c a n t  of these  s t a t i s t i c s  w i l l  
be repeated here.  

Perhaps most d i s tu rb ing  a r e  the  t r ends  i n  the  assessed va lua t ion  per  c a p i t a  of 
the va r ious  communities s tudied i n  the  Chicago SMSA. Many communities i n  recent yea rs  
have experienced an increase  i n  t h e i r  assessed va lua t ion  per c a p i t a ,  thus  providing i m -  
provements i n  l o c a l  budget f l e x i b i l i t y ,  bu t ,  ominously enough, too many communities have 
su f fe red  j u s t  the  opposite experience.  Of t h e  18 communities s tud ied ,  the  following ex- 
perienced inc reases  i n  t h e i r  assessed v a l u a t i o n  per cap i t a  during the  e a r l y  years  of t h e  
1960's: Evanston, Flossmoor, Fox Lake, Frankl in  Park, H i l l s i d e ,  Hoffman E s t a t e s ,  Park 
Ridge, Robbins, and Winnetka. Suffer ing a dec l ine  during the  same period i n  t h e i r  a s -  
sessed va lua t ions  per c a p i t a  were the  following: Chicago, Maywood, Ni les ,  Oak Park, 
Park Fores t ,  Summit, and Woodstock. The per c a p i t a  assessed va lua t ion  i n  Aurora re-  
mained v i r t u a l l y  constant  during the  period. 

A s i g n i f i c a n t  f a c t  i n  t h i s  l i s t i n g  i s  t h i s :  Those communities experiencing an 
inc rease  i n  t h e i r  t a x  bases ,  wi th  but th ree  except ions ,  a r e  those t h a t  a r e  now providing 
t h e i r  e x i s t i n g  l e v e l s  of municipal se rv ices  without placing a g r e a t  deal  of s t r a i n  on 
l o c a l  taxpayers.  Those whose assessed va lua t ions  per c a p i t a  a r e  f a l l i n g ,  however, a r e ,  
wi th  one exception, the  same communities t h a t  now f i n d  themselves hard pressed t o  pro- 
v ide  t h e i r  e x i s t i n g  l e v e l s  of municipal and educat ional  se rv ices .  The s i n g l e  exception 
among those communities whose t a x  base per c a p i t a  i s  f a l l i n g  i s  the  c i t y  of Ni les  where 
assessed va lua t ions  a r e  h u r t  by t h e  gradual dec l ine  of the suburb's t r a d i t i o n a l  commer- 
c i a l  s t r i p  development along i t s  main s t r e e t s  and highways. I n  Ni les ,  however, t h i s  
dec l ine  i s  o f f s e t  t o  a considerable  degree by the  rap id ly  inc reas ing  s a l e s  t a x  r e c e i p t s  
provided by t h e  suburb 's  major shopping cen te r s .  

There a r e  t h r e e  exceptions among those commucities whose assessed v a l u a t i o n  i s  
r i s i n g :  Evanston, Hoffman E s t a t e s ,  and Robbins. There i s  a t  l e a s t  a p a r t i a l  explana- 
t i o n  f o r  Evanston: the  community i n  recent  yea rs  has had considerable  success  i n  add- 
i n g  t o  i t s  property tax r o l e s  pa rce l s  t h a t  were previously l i s t e d  a s  t a x  exempt because 
of t h e i r  a f f i l i a t i o n  with  Northwestern Univers i ty  o r  o t h e r  c h a r i t a b l e ,  r e l i g i o u s ,  o r  
educat ional  i n s t i t u t i o n s .  These increments t o  the t a x  base have tended t o  o f f s e t  the 
dec l ine  i n  va lue  of o the r  property wi th in  t h e  suburb. The inc reases  i n  the  t a x  bases 
of Hoffman E s t a t e s  and Robbins can only be viewed a s  a heal thy exception t o  an o the r -  
wise d i s t u r b i n g  p a t t e r n  of change. 

Thus, the  s t r a i n e d  f i s c a l  condi t ion of many of the  SMSA'S p resen t ly  hard pressed 
communities, including the  core c i t y  of Chicago, i s  threatened t o  become progress ively  
worse i n  the  years  immediately ahead, thereby f u r t h e r  aggravating the  governmental prob- 
lems stemming from the ex i s tence  of f i s c a l  d i s p a r i t i e s .  

There i s  a second element of concern i n  the  s t a t i s t i c s .  With the  exception 
only of Evanston, an exception which i s  a t  l e a s t  p a r t i a l l y  exp la inab le ,  a l l  of t h e  o l d e r  
communities included wi th in  t h e  scope of t h i s  study have found themselves bese t  i n  re -  
cen t  yea rs  wi th  a decl ining property tax base when measured i n  per c a p i t a  terms. This  
includes  Chicago, Maywood, Oak Park, Summit, and Woodstock. The remaining o l d e r  b a l -  
anced community, Aurora, has a l s o  f a i l e d  t o  r e g i s t e r  an inc rease  i n  the  per c a p i t a  
wealth of i t s  t ax  base. The f a c t  t h a t  t h i s  same experience i s  being shared by v i r t u a l l y  
a l l  of t h e  o l d e r  communities included wi th in  the  study seems t o  i n d i c a t e  t h a t  o t h e r  
suburban communities, a s  they grow o l d e r ,  can expect t o  experience d e t e r i o r a t i o n  i n  t h e  
wealth of t h e i r  t ax  base.  The d e t e r i o r a t i o n  i n  the  communities j u s t  mentioned i s  o f f -  
s e t ,  a t  l e a s t  i n  p a r t ,  by the  comparative balance i n  t h e i r  t ax  bases ,  but such w i l l  not 



be the  case when bedroom communities begin t o  experience the  dec l in ing  e f f e c t s  of o l d  
age. When t h i s  happens, the  s i t u a t i o n  may very wel l  p a r a l l e l  the  experience of Maywood, 
the  most bedroom-type of the  o l d e r  suburbs included i n  the  study. A s  noted e a r l i e r ,  the  
f i s c a l  s i t u a t i o n  i n  Maywood has been se r ious ly  d e t e r i o r a t i n g  d e s p i t e  the  bes t  e f f o r t s  
of community l eaders  t o  reverse  these  t r ends .  

Trends i n  s a l e s  t ax  r e c e i p t s  a l s o  point t o  a  worsening of d i s p a r i t i e s .  A s  
noted e a r l i e r ,  t h e  e x i s t i n g  s a l e s  t a x  system i n  I l l i n o i s  which re tu rns  a  por t ion  of the  
s a l e s  t a x  t o  the  community i n  which the f i n a n c i a l  t r ansac t ion  takes  place  i s  the cause 
of some of the  worst  f i s c a l  d i s p a r i t i e s  among Chicago area  municipal governments. Pas t  
s t a t i t s t i c s  i n d i c a t e  t h a t  those communities receiving the  g r e a t e s t  amount of s a l e s  t a x  
revenue per c a p i t a  have increased t h e i r  r e t u r n s  from t h i s  t a x  source a t  a  much f a s t e r  
r a t e  than those  communities which received r e l a t i v e l y  l i t t l e  per  c a p i t a  from t h i s  source. 
Thus, f o r  example, the  per cap i t a  s a l e s  t ax  proceeds of Oak Brook and H i l l s i d e  have been 
inc reas ing  while the  same per c a p i t a  r e c e i p t s  of Winnetka and Robbins have been f a l l i n g .  

There a r e  o the r  causes,  a s  w e l l ,  which point  t o  a  worsening of t h e  d i s p a r i t i e s .  
One o f  these  is the  increase  i n  the  amount of the  s a l e s  t a x  voted by the 1967 sess ion  of 
the  I l l i n o i s  l e g i s l a t u r e .  Since the  l o c a l  share of the  s a l e s  t a x  has  been increased,  o r  
r a t h e r  s i n c e  t h e  s t a t e  l e g i s l a t u r e  has author ized munic ipa l i t i e s  t o  inc rease  t h e i r  s a l e s  
t a x  r a t e  from 1/24 t o  3/44 per d o l l a r ,  those communities a l ready receiving dispropor- 
t i o n a t e  he lp  from t h i s  source w i l l  f i n d  themselves d i sp ropor t iona te ly  helped, wi th  the 
r e s u l t  t h a t  the  gap i n  revenue r e c e i p t s  between the highest  and lowest ranked communi- 
t i e s  w i l l  widen. 

Second, the  d i s p a r i t i e s  from the  s a l e s  t a x  can a l s o  be expected t o  inc rease  a s  
present  marketing t r ends  continue t o  make t h e i r  impact f e l t .  I n  recent  yea rs ,  t h e r e  has  
been a  marked tendency f o r  commercial a c t i v i t i e s  t o  s h i f t  from smal ler ,  more numerous, 
and widely s c a t t e r e d  shopping c e n t e r s  t o  a  few l a r g e  and e labora te  suburban shopping 
complexes. This concentra t ion of  suburban shopping i n  fewer commercial c e n t e r s  means, 
u l t i m a t e l y ,  t h a t  fewer communities w i l l  enjoy the s a l e s  t ax  proceeds provided by com- 
mercia l  a c t i v i t y .  

Communitv development trends.--The case  study of economic d i s p a r i t i e s  among 
suburban communities ind ica ted  t h a t ,  a s  a  general  r u l e ,  those communities which had t h e  
g r e a t e r  amount of i n d u s t r i a l  and commercial development, o r  those communities which 
tended towards a  "balanced" c l a s s i f i c a t i o n ,  tended t o  be f i n a n c i a l l y  b e t t e r  o f f  than 
those communities i n  which t h e  development was pr imari ly  i f  not exclusively  r e s i d e n t i a l .  
Also a s  noted e a r l i e r ,  most suburban development i n  the  Chicago SMSA has tended t o  take 
place along t r a n s p o r t a t i o n  c o r r i d o r s ,  thereby encouraging each community to  have i t s  
own commercial and i n d u s t r i a l  developments. I n  the  f u t u r e ,  however, t h i s  p a t t e r n  can 
be expected t o  change a s  communities begin t o  develop i n  the  i n t e r s t i c e s  between t r a n s -  
p o r t a t i o n  c o r r i d o r s .  Fur the r ,  the  inc reas ing  i n c l i n a t i o n  of both i n d u s t r i a l  and commer- 
c i a l  development t o  occur i n  "c lus ters"  r a t h e r  than i n  a  s c a t t e r e d  o r  s t r i p  p a t t e r n  w i l l  
tend t o  p r o l i f e r a t e  the  development of i n d u s t r i a l ,  commercial, and bedroom enclaves .  

F i n a l l y ,  two t rends  a f f e c t i n g  the  t r a d i t i o n a l  community c e n t r a l  business  d i s -  
t r i c t  a r e  a l s o  re levant  here.  F i r s t ,  new communities tend t o  be developed without  a  
c e n t r a l  business  d i s t r i c t .  Second, even t r a d i t i o n a l  cBD's a r e  tending t o  become c e n t e r s  
f o r  a  d i v e r s i t y  of community a c t i v i t i e s ,  r a t h e r  than simple commercial a reas .  Therefore,  
even i n  e x i s t i n g  communities, t h e  community c e n t r a l  business  d i s t r i c t  i s  a  changing o r  
disappear ing e n t i t y ,  y e t  i t  was j u s t  t h i s  e n t i t y  t h a t  tended t o  give  suburban bedroom 
communities the  degree of balance which they have possessed i n  the pas t .  

Thus, development p a t t e r n s  seem t o  c l e a r l y  point toward the  formation of i n -  
c reas ing ly  spec ia l i zed  t a x  bases i n  the  suburban communities of the  fu tu re .  To the  
ex ten t  t h a t  t h i s  s p e c i a l i z a t i o n  i s  r e s i d e n t i a l  i n  na tu re ,  i t  w i l l  lead t o  the  develop- 
ment of communities which have s t r u c t u r a l l y  unsound t a x  bases.  



The study of case  communities pointed out  t h a t  bedroom communities do not nec- 
e s s a r i l y  have s t r u c t u r a l l y  unsound t ax  bases:  the  t ax  bases i n  the  high income bedroom 
suburbs were among the  wea l th ies t  i n  the  Chicago SMSA. However, t h e  promise of t h e  fu- 
t u r e  i s  not  toward high income r e s i d e n t i a l  bedroom communities, but r a t h e r  toward the  
middle income bedroom communities--the same s t y l e  of community t h a t  c u r r e n t l y  f i n d s  i t  
so d i f f i c u l t  t o  support  adequate l e v e l s  of both municipal and educat ional  se rv ices .  
There i s  evidence which i n d i c a t e s  t h a t ,  a s  the  suburban expansion grows, i t  i s  inc reas -  
ing ly  the  lower middle c l a s s  whi te  c o l l o r  worker and the  blue c o l l a r  worker who i s  
f l e e i n g  the  c e n t r a l  c i t y  f o r  suburbia,  g iving inc reas ing  r i s e  t o  the  demand f o r  suburban 
development which c a t e r s  t o  the  economic c a p a b i l i t i e s  of these  groups. The composite 
of these  t r ends  a l l  seems t o  i n d i c a t e  t h a t  the newly developed suburban community of 
the  f u t u r e  w i l l  be developed with  t a x  bases which f a i l  t o  provide adequate f i s c a l  ca- 
pac i ty  f o r  t h e  support  of municipal and educat ional  se rv ices .  

P red ic t ions  of the Northeastern I l l i n o i s  Planning Commission.--In a recent  r e -  
por t  e n t i t l e d  "Population and Housing," t h e  Northeastern I l l i n o i s  Planning commission 
projected a number of t r ends  re levan t  t o  the  f u t u r e  p a t t e r n  of d i s p a r i t i e s  and growth 
wi th in  t h e  metropol i tan area.  Perhaps most important,  the  Commission concluded t h a t  
"the p ro jec t ions  i n  t h i s  r epor t  i n d i c a t e  considerable  f u r t h e r  d i spers ion  of t h e  nor th-  
e a s t e r n  I l l i n o i s  population by 1980 because they assume a cont inuat ion of t h e  present  
type of  c o n t r o l s  on land use ,  and continued nancia l  advantages i n  home ownership, and 
the  use of  the  automobile i n  going t o  work. "if Among the   omission's pro jec t ions  most 
important f o r  present  purposes a r e  the  following: (1)  chicago 's  population i s  expected 
t o  s t a b i l i z e  by 1970 a t  a l e v e l  of approximately 3.4 m i l l i o n  people; (2) t h e  population 
of  the  suburbs i s  expected t o  grow by over  900,000 persons per decade, reaching a t o t a l  
of approximately 4.56 m i l l i o n  by 1980; (3) home ownership i s  expected t o  continue i t s  
present growth p a t t e r n s ,  inc reas ing  by about 200,000 homes per  decade; (4) t h e  d i s -  
pe r sa l  p a t t e r n  of the  suburbs i s  expected t o  continue, wi th  urban growth cons tan t ly  ex- 
tending f a r t h e r  ou t ;  and (5) t h e  apartment boom of t h e  1950's and 1960's i s  expected 
t o  subside i n  the  1970's and 1980's i n  the  suburbs,  wi th  the p a t t e r n  s h i f t i n g  t o  a fu r -  
t h e r  expansion i n  the  number of  s i n g l e  family dwellings.  

Given these  p a t t e r n s  of population growth, the  amount of land devoted t o  urban 
r e s i d e n t i a l  purposes w i l l  inc rease  g r e a t l y .  With the  absence of b e t t e r  con t ro l s  over 
land annexation by e x i s t i n g  munic ipa l i t i e s  o r  t h e  incorporat ion of new m u n i c i p a l i t i e s ,  
the  number of separa te  suburban governments can be expected t o  increase  very rapidly .  
Thus, i n  t h e  l i g h t  of o t h e r  t r ends ,  i t  can only be a n t i c i p a t e d  t h a t  the  number of bed- 
room connnunities w i l l  inc rease  wi th  s i m i l a r  r a p i d i t y .  

The a n t i c i p a t e d  dec l ine  i n  apartment houses,  which tend t o  add more revenues 
than expendi tures  t o  municipal budgets,  means t h a t  t h i s  revenue source w i l l  not be a s  
a v a i l a b l e  t o  h e l p  b o l s t e r  suburban t a x  bases. This t rend could be p a r t i c u l a r l y  severe 
i n  the  o l d  suburbs, such a s  Oak Park, which c u r r e n t l y  have been ab le  t o  maintain them- 
se lves  i n  l a r g e  p a r t  through the  cons t ruc t ion  of mul t ip le  family dwellings on s i t e s  
previously occupied by s i n g l e  family homes. Future  dec l ine  i n  the  apartment house con- 
s t r u c t i o n  indus t ry  probably means t h a t  o l d e r  communities w i l l  be l e s s  ab le  t o  r e t a r d  
the  dec l ine  i n  t h e i r  t ax  bases.  

Die i m ~ a c t  of aeirg.--Given the  experiences of the  o l d e r  communities, Evanston, 
Maywood, Oak Park, and Summit, and e s p e c i a l l y  i n  Maywood where the  proper ty  t ax  base 
has been t r a d i t i o n a l l y  l e s s  balanced and c l o s e r  t o  t h e  t y p i c a l  bedroom community, only 
a bleak f u t u r e  can be predic ted f o r  aging suburbs. Re la t ive ly  few suburbs i n  t h e  
Chicago SMSA a r e  now experiencing t h i s  k ind of dec l ine ,  because r e l a t i v e l y  few suburbs 
i n  the  Chicago SMSA were b u i l t  p r i o r  t o  World War 11. The most r ap id  suburban expan- 
s ion  occurred a f t e r  World War 11, i n  t h e  l a t e  1940's and cont inuing on through the  

4/ Northeastern I l l i n o i s  Planning Comiss ion ,  "Population and Housing ," Apr i l ,  1965, 
p. 6. 



1950's and 1960's. During the  1970's and 1 9 8 0 ' ~ ~  however, those suburbs b u i l t  a f t e r  
World War I1 w i l l  begin the  process of aging and t ax  base d e t e r i o r a t i o n .  When t h i s  oc- 
c u r s ,  a g r e a t  many suburbs i n  the  Chicago SMSA may f i n d  themselves i n  se r ious  f i n a n c i a l  
d i f f i c u l t y  un less  some means i s  found t o  m i t i g a t e  the  impact of the  present lack of 
balance i n  t h e i r  property tax bases.  

Trends i n  I l l i n o i s  S t a t e  Law.--Recent sess ions  of the  I l l i n o i s  l e g i s l a t u r e  
have not demonstrated any notable  changes i n  the i n c l i n a t i o n  t o  develop l e g i s l a t i o n  
needed t o  e i t h e r  s u b s t a n t i a l l y  improve the  f i s c a l  s i t u a t i o n  i n  I l l i n o i s  communities o r  
t o  develop more soph is t i ca ted  machinery f o r  guiding o r  c o n t r o l l i n g  urban growth and de- 
velopment. The 1967 sess ion of t h e  l e g i s l a t u r e  did  provide I l l i n o i s  municipal i t ies .  
wi th  more s a l e s  t ax  revenue, but t h i s  has simply inflamed r a t h e r  a l l e v i a t e d  d i s p a r i t i e s  
and w i l l  provide l i t t l e  r e l i e f  t o  many sore ly  pressed communities i n  which l i t t l e  com- 
mercial  a c t i v i t y  takes  place.  

Other s i m i l a r  examples could be c i t e d .  The 1967 l e g i s l a t u r e  se r ious ly  t h r e a t -  
ened t o  d i s e s t a b l i s h  the  Northeastern I l l i n o i s  Planning Commission which, though i t  may 
have s e r i o u s  de fec t s  h inder ing i t s  e f fec t iveness ,  s t i l l  represen t s  a modest beginning 
towards the  formulation of thoughtful ,  a rea  wide approaches t o  area problems. Perhaps 
t h e  most hopeful l e g i s l a t i v e  development i n  1967 was the  decis ion t o  hold a s ta tewide 
referendum on c a l l i n g  a c o n s t i t u t i o n a l  convention. Such a convention might lead t o  
major long t e n  r e l i e f  f o r  t h e  problems of l o c a l  government i n  t h e  s t a t e .  

The r e s u l t s  of reapportionment i n  I l l i n o i s  l e g i s l a t i v e  p o l i t i c s  has  done very 
l i t t l e  t o  ease  the p l i g h t  of urban areas .  I n  f a c t ,  t h e r e  i s  evidence which i n d i c a t e s  
t h a t  urban a r e a s  might have su f fe red  a s  a r e s u l t  of reapportionment. Reapportionment 
has  increased suburban represen ta t ion  p a r t l y  a t  the expense of r epresen ta t ion  from Chi- 
cago, and suburban represen ta t ives  have shown l i t t l e  i n c l i n a t i o n  t o  resolve t h e i r  d i s -  
pa ra te  philosophies i n t o  coordinated programs f o r  the  so lu t ion  o r  amel iorat ion of urban 
problems. 

RECOMMENDATIONS 

The d i s p a r i t i e s  described i n  t h i s  survey seem t o  emanate from t h r e e  d i f f e r e n t  
sources:  (1) from v a r i a t i o n s  i n  the  f i s c a l  resources of the  d i f f e r e n t  communities, 
(2) from inadequate land development p o l i c i e s  and c o n t r o l s ,  and (3)  from choices  in ten-  
t i o n a l l y  made by t h e  communities themselves. There i s  probably l i t t l e  t h a t  should be 
done about d i s p a r i t i e s  t h a t  a r e  a mat ter  of choice--unless,  of course,  t h a t  such d i s -  
p a r i t i e s  t h r e a t e n  t h e  well-being of the  a rea  a s  a whole. Other d i s p a r i t i e s ,  however, 
can and should be control led.  Suggestions on how t h i s  might be accomplished a r e  o f -  
f e red  i n  the  following paragraphs. 

Al lev ia t ing  Economic Problems 

Theore t i ca l ly ,  t h e r e  a r e  a number of ways i n  which the  economic problems of 
l o c a l  u n i t s  can be minimized. Such u n i t s  can be given g r e a t e r  taxing a u t h o r i t y ;  they 
can be given grants- in-aid;  changes can be made i n  t h e i r  t ax ing  powers r e l a t i v e  t o  
t h e i r  e x i s t i n g  tax bases;  o r  even the  bas ic  s t r u c t u r e  of loca l  government can be 
changed t o  reduce a t  l e a s t  the  worst  impact of t a x  base fragmentation. Three tech-  
niques which appear t o  be r e a l i s t i c a l l y  achievable w i l l  be discussed here:  c r e a t i o n  
of l a r g e r  spec ia l  d i s t r i c t s ,  the  development of equa l i za t ion  a i d  programs, and the  pro 
v i s i o n  of o t h e r  a i d s  through g ran t s  o r  shared taxes.  

Specia l  Dis t r ic ts . - -One proven way when proper ly  used, of reducing o r  elimina- 
t i n g  the d i s p a r i t i e s  between taxing j u r i s d i c t i o n s  i s  the  spec ia l  d i s t r i c t .  To be su re ,  
s p e c i a l  d i s t r i c t s  have c e r t a i n  undesirable  f e a t u r e s ;  they a r e  l e s s  sub jec t  t o  popular 
c o n t r o l ,  they tend t o  f u r t h e r  fragment the t ax  base, they make coordinat ion of 



governmental service activities more,difficult, and, in Illinois, they are prone to cor- 
rupt or inefficient practices. Nevertheless, such districts have proven to be effective 
means for overcoming disparities in the tax base. The Cnicago Sanitary District, for 
example, provides a roughly equal level of sewerage collection and treatment service for 
the urbanized portions of Cook County and does so at a cost which is equally spread over 
all of the assessed valuation in the district. 

A comparison of educational services in suburban Cook County adds strength to 
the claim that large special districts can overcome the worst consequences of tax base 
fragmentation. The secondary districts in suburban Cook County are generally several 
times larger, geographically, than are the elementary districts. Significantly, the 
disparities in taxable resources of the various secondary districts is far less than 
it is for the elementary districts and the disparities in the level of services pro- 
vided by the secondary districts is also much less than it is for the elementary dis- 
tricts. In short, the larger school districts have provided a less disparate level of 
educational services and have enjoyed more equalized iiscal resources than have their 
smaller elementary counterparts. 

Special Metropolitan Taxing Districts.--The worst consequences of special dis- 
tricts--the problems relating to the coordination of services and the provision of po- 
litical control--might be overcome through the formation of a new kind of special dis- 
trict, the metropolitan taxing district. Such a district would levy taxes for the sup- 
port of one or more public services, but would simply rebate the tax funds collected to 
the existing governmental jurisdictions which would, in turn, provide the required ser- 
vices. Such districts might be established on an intra-county, a county wide, or an 
inter-county basis. Any number of services might be included in the list of functions 
which they finance, or alternately they might provide funds to be used, at the local 
units discretion, for any proper purpose. They would thus draw funds from a large, 
diversified economic base and rebate them through some agreed upon formula to all of 
the governmental jurisdictions included therein, 

These metropolitan taxing districts would pose certain problems of design, but 
none of these are insuperable. Some decision would have to be made regarding the nature 
of political representation and control on their governing body. District boundaries 
would have to be defined. Decisions on the functions which such districts would fi- 
nance would need to be made. Some ultimate limitation or restriction on their taxing 
powers would have to be imposed. Finally, the range of taxes available to such dis- 
tricts would have to be established. They could levy taxes, for example, only against 
property or they could serve as the basic unit to which other taxes, such as the sales 
tax or a local share of an income tax, might be returned for redistribution to local 
units of government. Finally, some basis would have to be prescribed for allocating 
funds among the units of government included in the district. 

For example, a taxing district might encompass all of the communities in sub- 
urban Cook County. This district, once established, might levy a property tax and 
serve as the collecting agency for the local share of all local sales taxes collected 
within suburban Cook County. The proceeds from both the sales tax rebates and the 
district's property tax collections might then be allocated among the municipal govern- 
ments in accordance with a per capita or other kind of formula. Such a district would 
neither affect local control over municipal services nor the independent property tax 
powers of the municipalities, but it would equalize tax resources by overcoming, at 
least in part, the fragmentation of the county's tax base. 

Equalization grants.--As noted earlier, the school equalization tax formulas 
do have a positive effect upon the tax base inequities of the very small jurisdictions-- 
the elementary school districts. This gives credence to the belief that some form of 
equalization formula could be derived which would equalize the tax resources of both 
larger school districts and of other units of local government. If such a formula 
could be derived, a grant-in-aid program based upon it would constitute a major step 
forward toward the elimination, or at least the alleviation, of these inequities, 



regardless of whether the aid was provided by the national government, the state govern- 
ment, the county government, or a special metropolitan taxing district. 

Aid programs.--Since any basic restructuring of local government boundaries 
would meet with insurmountable opposition, some other means must obviously be found to 
reduce discrepancies where they presently exist. This means ultimately that some form 
of aid program must be found, to be administered either by existing units of government 
or the special metropolitan taxing district. One possible formula upon which an aid 
program can be based, obviously, is the per capita fomula such as that currently used 
by New York State. Such aid programs do not really reduce disparities, but they do 
help hard pressed units of local government provide a minimally adequate level of ser- 
vices. For this reason alone, they are certainly preferable to no aid system at all. 

Ideally, however, any formula used either as a basis for distributing grants- 
in-aid or as a basis for sharing state or nationally collected taxes should embody 
three principles: (1) such revenue rebates should be for general rather than specified 
purposes; (2) they should be based upon need as determined by the demands for services 
made upon the individual units of local government; and (3) they should be based upon 
need as measured by the relative ability of the individual local government to finance 
its own service programs. Any distribution formula based upon the source from which 
the taxes were collected will, like the Illinois sales tax, ultimately increase rather 
than decrease the disparities currently existing in governmental tax bases. 

Sources of aid funds.--This analysis has made no distinction between the source 
of aid funds: such aids could come either from the national government, the state gov- 
ernment, a county government, or a special metropolitan taxing district. The important 
point is that the money be obtained from some source, not that it be obtained from some 
specific source. 

Better land use controls.--The results of this study have provided additional 
support to the well established principle that any local government's ability to fi- 
nance its public services is directly related to the wealth and diversity of its tax 
base. Thus, the commercial enclaves, the industrial enclaves, the high income bedroom 
communities, and the balanced cornunities have shown themselves better able to provide 
acceptable levels of services without undo strain upon local taxpayers than middle and 
low income bedroom communities. This being true, and taken together with the lack of 
adequate regulation over the development of unincorporated land adjacent to urban com- 
munities, it becomes clear that some effective area-wide planning and coordination of 
land development is needed. Such planning and coordination must seek to (1) retard or 
stop land development and utilization schemes which threaten to pose severe urban prob- 
lems in future years, (2) promote more broadly based tax bases within individual units 
of local government, and (3) exercise some control over actions affecting local govern- 
ment boundaries, including annexations, incorporations, and consolidations of existing 
governments. Any political organization given such responsibilities ought to be so 
constituted that its members reflect areawide rather than strictly parochial interests. 

These principles can be realized in a variety of different ways. Again the 
important point is not the specific form that is used to achieve them, but that some 
form be developed which can perform these functions. 

Other Forms of Assistance 

In Illinois, and undoubtedly in a great many other states with metropolitan 
areas, there are a number of other actions which, although not directly related to dis- 
parities, can, if taken, help to offset these disparities. For example, local govern- 
ments would be aided if either the state or county governments would provide centrally 
for such functions as purchasing, training of local officials and employees, and record 
keeping, perhaps through the development of central computer facilities for all units 
of government. Such services can be directly related to disparities if charges for the 



use of such services or facilities were varied, depending upon the ability of an indi- 
vidual local government to pay for them. 

Within the State of Illinois, there are several additional steps that could be 
taken immediately to minimize the impact of such disparities. First and most important, 
of course, would be a change in the basis used to redistribute sales tax proceeds to 
municipal governments. Second, the state should take measures to enforce collections of 
personal property taxes, or else eliminate the personal property tax system. Present 
enforcement of the tax is haphazard: some taxpayers pay it and others do not. The tax 
has been virtually ignored in the City of Chicago for years by residential taxpayers. 
If the tax were properly levied and enforced, Chicago's sagging revenue picture would 
undoubtedly receive a major shot in the arm. 

The Role of the State and Federal Government in Alleviating Disparities 

It makes little difference whether the state or national government provides 
the aids now so sorely needed by some units of local government. What is important, 
rather, is that some aid come from some source. But other changes are also needed, 
changes such as the development of better controls over land development and utiliza- 
tion. Realistically, however, there appears to be scant hope for such positive action 
in the near future by the Illinois legislature. It is, in fact, entirely probable 
that such action will not be forthcoming until such time as the national government 
stimulates it through such incentives as federal aid programs. For this reason alone, 
federal action which would encourage progressive state legislation regarding the gov- 
ernance of metropolitan areas is sorely needed. 

Thus, unpopular though it may be, federal action now appears essential if com- 
prehensive programs aimed at the elimination of fiscal disparities in metropolitan 
areas are to become a reality. 
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Centra l  Outside 
Ma to r  F i s c a l  D i s p a r i t i e s .  1965 i t  Centra l  C i tv  

Per c a p i t a  S t a t e  and Federal a i d  $ 58 $ 53 

Per c a p i t a  revenue from taxes  151 169 

Per cap i t a . educa t iona1  expenditure 81 105 

Per  c a p i t a  noneducational expenditure 188 145 

Tota l  estimated population, 1964 (thousands) 811 1,023 

I n  t h e  summer of  1966 the  Hough a rea  of  Cleveland was the  scene 
of a v i o l e n t  r i o t .  I n  t h e  f a l l  of  1967 the  c i t y  became one of the f i r s t  
two i n  the  United S t a t e s  t o  e l e c t  a Negro Mayor. 

Cleveland i s  blocked from expansion by a r i n g  of  incorporated 
m u n i c i p a l i t i e s ,  and s u f f e r s  the  c l a s s i c  syndrome of rap id ly  inc reas ing  
low income population, vanishing middle and upper income r e s i d e n t s  and 
obsolescence. I n  t h e  o u t s k i r t s  i s  a wide range of community types: An 
i n d u s t r i a l  enclave with  a grotesquely high per c a p i t a  va lua t ion ,  exclu- 
s i v e  suburbs where the  "power e l i t e f t  of  Cleveland r e s i d e ,  low income bed- 
room communities, and r u r a l  se t t lements  suddenly caught up i n  rapid  and 
r a d i c a l  change. 

The f i n a n c i a l  problems of Cleveland were underlined i n  December 
1967, when the  new Mayor t o l d  the  astounded C i t y  Council t h a t  the  pre- 
v ious  c i t y  government had bestowed upon the  t e n t h  l a r g e s t  c i t y  i n  the  
na t ion  "no rese rves ,  no cushions," and a $100,000 d e f i c i t .  
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THE CLEVELAND METROPOLITAN AREA 

The Cleveland Metropolitan Area (SMSA) consists of Cuyahoga County, Lake County, 
to the Northeast along Lake Erie, Geauga County on the Southeast, and Medina County on 
the ~outhwest.u The City of Cleveland is located in Cuyahoga County. Adjacent to Cuya- 
hoga County on the South is Summit County, constituting part of the Akron SMSA. Adjacent 
on the west along Lake Erie is Lorain County, which constitutes the Lorain-Elyria SMSA. 
The SMSA thus consists of four counties, but several other adjacent counties would prob- 
ably be defined as part of the Cleveland SMSA but for the fact that they have been desig- 
nated separate SMSA's. The present study considers only the four counties in the Cleve- 
land SMSA proper. 

The urbanized area almost completely blankets Cuyahoga County. . . 

POPULATION 

The Cleveland SMSA (four counties) had a 1960 population of 1,909,000, or 24.6 
percent more than a decade earlier (Table 1-1). By 1965, population is estimated to 
have increased to 2,087,000. Population growth in the decade of the 1950's was concen- 
trated in the portions of the SMSA that lie outside the City of Cleveland. The City it- 
self declined 4 percent in population from 1950 to 1960, with the result that, whereas in 
1950 well over half the population of the four-county area resided in Cleveland, in 1960 
more than 60 percent of the population of the area resided in the area outside the cen- 
tral city. 

A special census of the City of Cleveland, as of April 1, 1965, found that the 
decline in population had accelerated. Between 1960 and 1965, total population fell by 
7.4 percent, from 876,000 to 811,000. 

Racial Composition 

A significant indicator of a variety of economic and social problems that give 
rise to need for government programs is found in the changing racial composition of the 
area. Cleveland typifies the national pattern of Negro concentration in core-city areas 
as whites flee the central city to the more segregated suburbs. The Negro population of 
the Cleveland SMSA and of the City itself has been increasing steadily. As recently as 
1950, Negroes represented only 10 percent of the SMSA population, and 16 percent of that 
of Cleveland itself. By 1960 this percentage had increased to 13.6 percent for the SMSA 
as a whole; in the city of Cleveland it had increased to 28.6 percent. 

The special 1965 Census of Cleveland reveals the extent to which the racial com- 
position of the City's population is changing. The net loss of 65,000 in population re- 
flects the loss of 91,000 whiFe residents and the influx of 26,000 additional nonwhites. 
The increase in Negro population tends to be concentrated in a few neighborhoods. Be- 
tween 1960 and 1965, marked increases in the Negro population were evident in the Glen- 
ville and Mount Pleasant neighborhoods. The famous Hough area experienced a small de- 
crease in Negro population, while losing about two-thirds of its white residents. The 
population decline in this area was in part attributable to demolition of dwellings in 
connection with the city's urban renewal program. 

1/ Geauga and Medina Counties were added to the SMSA in 1960. Data for the SMSA from - 
the 1960 Census, however, cover only Cuyahoga and Lake Counties. 



TABLE 1-1.--POPULATION OF CLEVELAND SMSA. TOTAL AND NEGRO, 

County 

Total SMSA 

Cuyahoga 
Cleveland 

Geauga 
Lake 
Medina 

Negro population, 
total SMSA 

Cuyahoga 
Cleveland 

Geauga 
Lake 
Medina 

Percent, Negro of 
total SMSA 

Cuyahoga 
Cleveland 

Geauga 
Lake 
Medina 

BY COUNTY, 1950, 1960 AND- 1965 

*July 1, Ohio Department of Development. 

Percent Change 
1965 1950-1960 1950-1965 1960-1965 

Source: U. S. Department of Commerce, Bureau of the Census, except as otherwise 
indicated. 



The picture, in sunnnary, is one of rapidly growing population in the OCC por- 
tions of the SMSA; gradually declining population in the central city; a heavy influx 
of Negroes into the central city, with the impact concentrated in a few ghetto neighbor- 
hoods; and a marked exodus of whites from the central city. 

While it is not readily evident in census data, the Cleveland social milieu is 
complicated further by the existence of closely knit white ethnic groups, many of which 
hold strong antipathies toward outsiders and especially toward Negroes. This situation 
presents points of conflict that are potentially explosive; it also poses an obstacle to 
coordinated efforts on the part of the community and its local government (especially the 
City of  levela and) to ameliorate social distress. 

Composition by Age and Sex - 
The growing requirements f o r  public services in the City of Cleveland are indi- 

cated also in the changing age and sex composition of the population. Between 1960 and 
1965, the proportion of the city population that was below 14 years or over 65 of age 
increased from 38.5 percent to 40.2 percent.?/ During the same period the proportion 
of males 14 years old and over declined from 34.7 percent to 33.5 percent.,/ School en- 
rollment increased greatly despite the overall decline in population; city-wide the in- 
crease in the five-year period was 18 In heavily Negro neighborhoods the in- 
creases ranged up to almost 50 percent. 

Public service needs are reflected also in the proportion of families below the 
poverty level. In 1965, throughout the city as a whole, 1 out of 6 persons was a member 
of a poverty family. Within the selected neighborhoods examined in the Census study, 
the proportion was almost 1 out of 3. Among Negroes the proportions were still higher, 
in the West Central neighborhood approaching 50 percent. In every one of the selected 
neighborhoods, poverty amorig Negroes was more prevalent in 1965 than in 1960. 

ECONOMIC BASE 

The industrial orientation of the Cleveland SMSA is shown in the pattern of em- 
ployment. In Cuyahoga County, 45 percent of those on payrolls in 1964 were employed in 
manufacturing, with the transportation equipment, nonelectric equipment, and primary 
metals processing industries dominant (Table 1-4). Each of the other counties in the 
SMSA showed relatively greater concentration of employment in manufacturing industries 
than is characteristic of the nation as a whole. 

. . . According to 1960 census data, the Cleveland work force (those working in 
the city) of 488,400 includes 200,000 nonresidents of the city (Table 1-5). Four out of 
five comuted into the city from other parts of Cuyahoga County. Ten percent commuted 
from the three counties that comprise the balance of the SMSA (as presently defined); 
(this figure probably has increased since 1960). The private automobile was the dominant 
form of transportation. Almost 80 percent of commuters used this means, while only a 
little more than half of those living and working in the city drove to work. 

3/ U.S. Department of Commerce, Bureau of the Census, Current Population Reports, Ser- - 
ies P-23, No. 21, Table 1, pp. 10-11. 

41 w., Table 2, pp. 12-13. - 



TABLE 1-4. --EMPLOYMENT PATTERN, BY INDUSTRY AND BY COUNTY, CLEVELAND SMSA, 1964 

Cuyahoga 

Geauga 

Lake 

Medina 

U.S. average 

Employees on 
Payrolls 

1962 1964 -- 
--(thousands)--- 

Percentage In: 
Transportation 
Utilities, and Finance, In- 

Contract Sanitary Wholesale Retail surance and All 
Construction Manufacturing Services Trade Trade Real Estate Services Other Total 

Percent of Percent of 
Total Total 

Dominant Industries Employment Employment Dominant Industries Employment Employment 
(thousands) (thousands) 

Cuyahoga County Transportation equipment 48,047 8.4% Lake County Chemicals and allied products 1,527 17.8% 
Nonelectric equipment 36,561 6.3 Nonelectrical machinery 2,618 9.2 
Primary metals processing 36,467 6.3 - Fabrication, special metal 

products 
121,075 21.0 

Total 
Geauga County Rubber and misc. plastics 1.800 27.4 

Stone, clay and glass 389 5.9 Medina County Rubber and miscellaneous 
Electrical machinery products 1,520 15.9 
equipment 3 58 5.5 - Fabrication, special metal 

products 756 7.9 
2,548 38.8 Medical and other health 

services 684 - 7.1 - 

Source: U.S. Bureau of the Census and Social Security Administration, County Business Patterns, 1964, as summarized by the Office of 
Economic Opportunity Information Center. 



TABLE 1-5.--RESIDENCE AND PLACE OF WORK OF WORKERS, CLEVELAND SMSA, 1960 

Cleveland Work Force by Place of Residence 

Transportation 
Total by Auto 

Living in Cleveland 288,819 158,714 

Living elsewhere in Cuyahoga County 160,631 123,134 

Living elsewhere in SMSA 
Geauga County 
Lake County 
Medina County 

Living elsewhere, in place not reported 17,479 14,134 

Total 488,400 316,081 

Cleveland Resident Workers, by Place of Employment 

Working in Cleveland 288,838 158,722 

Working elsewhere in county 23,161 18,201 

Working elsewhere in SMSA 
Geauga County 
Lake County 
Medina County 

Working elsewhere, in place not reported 17,444 2,575 

Total 330,719 180,689 

Source: U.S. Census of Population, 1960, Journey to Work, PC (2)- 
6B, pp. 24-25. 



Seven out of eight of employed persons living in Cleveland worked in the city. 
Most of those who commuted out of the central city worked elsewhere in Cuyahoga County. 

LOCAL GOVERNMENT IN THE CLEVELAND SMSA 

According to the Census of Governments, local government in the Cleveland SMSA 
in 1962 was in the hands of 205 separate units of local government, not counting the Fed- 
eral and State governments and their agencies (Table 1-6). Between 1957 and 1965 the. 
number of local units decreased by ten, reflecting the elimination of 11 school districts 
and the creation of one new special district. The number of school districts remained 
unchanged between 1962 and 1966, but one municipality and one township passed out of ex- 
istence as a result of consolidation and annexation. 

Local Finances 

Local government in the Cleveland SMSA, with an estimated 1964 population of 
1,958,000, spent about $550 million for public services, and raised about $510 million 
in general revenue in fiscal year 1965. Public education represented by far the largest 
single category of local expenditure; highways, public welfare, health and hospitals and 
police protection were, in that order, the next largest categories of local public expen- 
diture. Revenues were derived predominantly from local sources--the property tax and 
charges and miscellaneous sources. (The income tax had not yet made an appreciable im- 
pact in the SMSA.) About one of every five revenue dollars came from intergovernmental 
transfers, nearly all from the State government. 

On a per capita basis local expenditures in the Cleveland SMSA averaged $281 in 
1964-65, and general revenue, $261. In both respects Cuyahoga County was slightly above 
the average for the SMSA as a whole. Cuyahoga County per capita spending was slightly 
below the S?ISA average for public education and sewerage, and slightly higher for public 
welfare, public safety.and sanitation other than sewerage (principally garbage and rub- 
bish collection). Long term debt per capita was slightly above the SMSA average. 

Cuyahoga County property taxes (per capita) averaged higher than those of the 
SMSA as a whole; the same was true of intergovernmental revenue, because of distinctly 
higher per capita receipts from the Federal Government. 

The City of Cleveland itself raised $153 million in general revenue in 1964. 
General expenditures totaled $158 million. Neither school revenues nor school expendi- 
tures are included in these amounts, as the Cleveland School District is an independent 
governmental unit. In 1964, a relatively small amount of welfare expenditure was in- 
cluded in the city budget, but this function has now been centralized in the County. 

The largest expenditure items in the city budget were highwais, police protec- 
tion, fire protection, and sewerage. The property tax was the dominant tax source in 
1964 (although the local income tax is likely soon to rival the property tax in total 
productivity). The city also received large amounts from nontax revenues, especially 
from sewerage charges and operation of the municipal water system. Both services are 
supplied by the city to many suburban communities at charges that cover or more than 
cover the cost. The city's control over the water and sewerage system gives the city 
some revenue from its suburbs, as well as a degree of control over the pace and direction 
of suburban development. 

In comparison with the average of 38 metropolitan areas for which the U.S. Bu- 
reau of the Census reports government financial data, the Cleveland SMSA appears to be 
distinctly below average both in revenue and in expenditure per capita. Expenditure per 
capita was more than $20 below the 38-area average, with lower than average amounts being 
spent for education, public welfare, health and hospitals, police and fire protection and 



County 

M u n i c i p a l i t y  
h) 
Cn 
cn Township 

School  d i s t r i c t  

S p e c i a l  d i s t r i c t  

T o t a l  

TABLE 1-6.--NUMBER OF UNITS OF LOCAL GOVERNMENT, CLEVELAND SMSA, 1957 AND 1962 

Cuyahoga 
1957 1962 1966 - - -  

1 1 1 

5 8 5 8 5 7 

4 4 4 

3 2 3 2 3 2 

4 4 n . a .  

99 99 n . a .  

Lake Medina T o t a l  SMSA 
1957 1962 1966 1957 1962 1966 1452 l%d 19hh - - -  

1 1 1 1 1 1 4 4 4 

17 17 17 9 10 10 8 9 90 89 

7 6 6 18 17  17 4 5 44 43  

9 9 9 1 3  7 7 6 7 56 56 

1 2 n . a .  4 4 n .a .  1 0  1 1  n . a .  

35 36 n . a .  45  39 n . a .  215 205 n . a .  

Source:  U.S. Census Bureau,  Ohio E d u c a t i o n  A s s o c i a t i o n ,  and  r e p o r t s  o f  t h e  A u d i t o r  o f  t h e  S t a t e  o f  Ohio.  



several other categories of expenditure. The Cleveland SMSA was above the 38-area aver- 
age in per capita expenditure for highways and sewerage. The significance of such com- 
parisons is of course open to question, as they involve areas with different price levels, 
different local government structures and different degrees of direct involvement by the 
State in performance of public services. It is unlikely, however, that the "price per 
unit of government service" is less in the Cleveland area than in the average of other 
SMSA's; nor is the State of Ohio noteworthy for its degree of State assumption of respon- 
sibility for administration of State-local functions. 

The conclusion indicated is that the Cleveland SMSA, as a whole, supports its 
public services and facilities at a distinctly lower level than the average of other 
SMSA's throughout the country. 

However, in comparison with other Ohio SMSA's for which data are reported, the 
Cleveland area appears to be relatively high both in per capita general revenue and in 
per capita direct general expenditure. 

Local Politi& 

Intergovernmental relations in the Cleveland area are closely bound up with 
party politics, only a few facets of which can be dealt with here. The City of Cleveland 
is traditionally Democratic. The state government has, with brief exceptions, been dom- 
inated in recent years by Republican or conservative Democratic administrations. The 
situation has produced many of the large city-state government conflicts that tend to 
characterize urban states. 

Despite the long-standing ascendency of the Democratic party in the City of 
Cleveland, the political climate is one of turmoil. For many years the dominant politi- 
cal factor was Mayor Anthony J. Celebrezze, who succeeded in gaining and retaining the 
support of most of the various and contending factions within the Democratic party. 
Though he is not generally regarded as having been a strong leader, during his adminis- 
tration the city developed close ties with the Federal Government and enjoyed its close 
cooperation on urban renewal and other federally aided urban programs. 

Following Mr. Celebrezze's appointment as Secretary of Health, Education and 
Welfare, Frank S. Locher took office. During his administration many of the city's prob- 
lems--problems that had been developing for years--broke into the open. The collapse of 
the city's urban renewal program early in 1967, and the sunrmer-1966 rioting in the Hough 
area, are only two symptoms of a more deep-seated political impotence. . . .6/ 

Local Tax Structure_ - 
In Ohio as elsewhere, the property tax provides the bulk of revenue for local 

governments. Many Ohio municipalities, however, have developed local earned income taxes 
as a supplement to property tax revenues. Cleveland long held out against the earned in- 
come tax trend. On January 1, 1967, however, the city began collecting a 112 of 1 per- 
cent levy on incomes earned within the city, provided however that, in the case of a com- 
muter, 25 percent of the amount collected would be returned to the municipality of resi- 
dence, if that city imposed a similar tax and reciprocated with respect to Cleveland res- 
idents. Since then most of the 57 municipalities in Cuyahoga County have enacted earned 
income levies. This tax development dominates the present and prospective fiscal situa- 
tion not only of the City of Cleveland but of the entire metropolitan area, and indeed 
of the state as a whole. 

61 See Robert H. Giles, "How to Become a Target City," The Reporter, June 15, 1967, pp. 
38-41; also the Skow article in The Saturday Evening Post (x. G.). 



The income tax.--Cleveland was the last of Ohio's large cities to join the lo- 
cal earned-income tax movement, which started 20 years ago in Toledo and has since spread 
to about 140 Ohio cities and villages. For a long time the city was deterred from enact- 
ing the tax by opposition in the suburbs, which insisted on a share of the revenue being 
returned to the community of the taxpayer's residence. Cleveland is sometimes described 
as a classic example of a comnity in which the power elite has moved to the suburbs. 
In this case, it was politically impossible for the city to put across an income tax 
without the support of the newspapers and leading citizens organizations, but this sup- 
port was conditioned on an acceptable arrangement being worked out with the suburbs. The 
latter was proven in 1965 when Cleveland's first income tax proposal was defeated. 

Delay may also have reflected some hope that the State might come up with some 
form of assistance for the city, but such hopes were obviously not well founded! 

Finally in 1966, in an action many observers say was long over due, the city 
accepted the inevitability of both an income tax and a sharing arrangement, and enacted 
the tax outlined above. The provision for return of 25 percent of the tax to the munic- 
ipality of residence was deemed the price necessary for wide-based support. Such a pro- 
vision, of course, creates a strong incentive for enactment of a similar levy by each 
and every suburb, because the reciprocal sharing applies only between municipalities hav- 
ing such a tax. Only in this way can the suburb be sure to receive its full share of the 
revenue. Predictably most of the municipalities in Cuyahoga County have now levied an 
income tax. Serious administrative problems have been created notwithstanding the es- 
tablishment of a centralized collection setup that handles administration on a contract 
basis for most municipalities. Compliance problems are also troublesome for the business 
firm that must withhold taxes for employees from perhaps 40 different jurisdictions, and 
for those that must apportion their business net income for taxation among the taxing 
communities in which they produce, sell, or have employees. 

Despite the intergovernmental tangle to which it has given rise, the local 
earned income tax has contributed somewhat to moderating fiscal disparities. The income 
tax is expected to bring in desperately needed revenue to the City of Cleveland. In its 
first year of operation, the tax is expected to bring in $11,250,000 or the equivalent 
of 3.89 mills on the local property tax base. In the suburbs the revenues are expected 
to be less significant; in several, it was indicated that the revenues will be used to 
increase policemen's and firemen's salaries, and that no expansion in public services or 
reduction in property taxes is in prospect. 

The local income tax is, however, open to abuse in ways that may aggravate fis- 
cal disparities. If Cuyahoga ~ei~hts,ll for example, were to enact an income tax (as of 
now it has not, but there is no reason why it could not) it would pour revenue into the 
Village treasury, most of it being paid by commuters whose home communities, with far 
higher tax rates and lower levels of per capita expenditure, would benefit only to the 
extent of the minor fraction of the revenue returned to them. Such a step would merely 
give industry a still more advantageous tax position, at the expense of the commuting 
work force. Such a situation has already developed elsewhere in the State. 

Property taxation.--The property tax provided 59.1 percent of all local general 
revenue in the Cleveland SMSA in 1964 (Table 1-12). This was considerably above the 
average for the State of Ohio as a whole, and Ohio in turn was well above the national 
average in the proportionate reliance of local governments on the property tax. In Cuya- 
hoga County the percentage was still higher--59.9 percent. The greater relative depen- 
dence of local units in the SMSA on the property tax partly reflects the absence (until 
recently) of local earned income taxes, which had by that time become prevalent in the 
rest of the State. This is shown in the relatively low "other taxes" percentages in the 

Ll As discussed below, this community is an industrial enclave with an enormous tax 
base, low tax rates, and high levels of public expenditure per capita. 



TABLE 1- 12. --SOURCES OF GENERAL REVENUE OF LOCAL GOVERNMENTS, 
OHIO TOTAL, CLEVELAND SMSA , AND CUYAHOGA COUNTY, 1964 

(Thousands) 

Ohio Total C leve land SMSA Cuvahoga Countv 
Dollars Percent Dollars Percent Dollars Percent 

All local general revenue $2,310.5 100.0% $510.8 100.0% $444.5 100.0% 

Intergovernmental revenue 

From state 
From federal 

Ohio sources 1,670.9 72.3 401.6 78.6 350.8 78.9 

Property tax 1,147.8 49.7 301.7 59.1 266.4 59.9 
Other taxes 124.6 5.4 8.0 1.6 6.8 1.5 
Charges, miscellaneous 398.5 17.2 92.0 18.0 77.6 17.5 

Source: U.S. Department of Comerce, Bureau of the Census, Governmental Finances in 
1964-65 and Local Government Finances in Selected Metropolitan Areas in 
1961-65. 



SMSA and in Cuyahoga County. In part also it reflects the lower relative amounts re- 
ceived from the State and Federal Governments. 

Millage rates on property in 1966 averaged $4.74 per $100 of assessed valuation 
for the SMSA as a whole (Table 1-13). Estimates by the Ohio Tax Study Commission of the 
average effective rate (rate or full value) on real estate show Cuyahoga County at 1.64 
percent, the highest of any county in the State. The State average in 1965 was 1.36 per- 
cent. 

The property tax base for local levies includes real estate, tangible personal 
property, and public utility property. Ohio uses a classified property tax system, un- 
der which (at the present time) real estate is assessed at a target ratio of 40 percent, 
tangible personal property at ratios of 50 to 70 percent, depending on the class of prop- 
erty, and the personal property of public utilities is assessed at 100 percent. Tangible 
personal property assessed for taxation consists only of business property. The result 
is that business property--tangible personal property and public utilities property, and 
commercial and industrial real estate--represents an unusually high proportion of the 
property tax base. In view of the tendency for business property to be distributed very 
unevenly among local jurisdictions, the concentration of such property in the Ohio prop- 
erty tax base must be considered as an important contributor to interlocal disparities in 
assessed value per capita. 

The fiscal position of local governments in Cuyahoga County--especially that of 
the City of Cleveland--has been greatly influenced by a 1964 decision of the State Su- 
preme Court in the Park Investment Case. This case held illegal the long-established 
practice in Cuyahoga County of assessing commercial and industrial real estate at higher 
fractions of true cash value than were applied to residential real estate. The practice 
appears to have been totally without statutory or constitutional foundation, but long 
went unchallenged. 

The immediate impact of the Park Investment decision was to reduce commercial 
and industrial real estate assessments by 15 percent for all categories. The county tax 
duplicate was cut back from $4,359 million (the valuation proposed as a result of the 
1964 reappraisal) to $4,072 million--a reduction of 6.6 percent. This produced an actual 
decline in tax base from 1963. By 1966, the County tax base had not yet regained its 
1963 level (Table 1-14). 

In the City of Cleveland the cutback was even more severe--a reduction of about 
10 percent from what had been tentatively established. In 1966 the Cleveland tax base 
was still 6.6 percent below 1963. 

Cuyahoga Heights, with its enormous concentration of industrial property, exper- 
ienced the greatest percentage reduction as a result of the decision. Other selected 
communities with greater residential concentrations were less affected. 

The full impact of the decision was not felt in the 1964 tax year. Despite the 
across-the-board reduction it occasioned, many owners of commercial and industrial prop- 
erty have since received further reductions, on their showing before the County Board of 
Revision that their property is valued more than 10 percent above the stated target level 
of 40 percent. As a result, the tax base in many parts of Cuyahoga County, and espe- 
cially in Cleveland itself, is showing little or no growth. 

While communities vary widely in the amount of taxable property within their 
borders, assessment of property is comparatively centralized in Ohio, so that variations 
between localities at assessment level are relatively minor. Real estate is assessed at 
the county level by the county auditor, instead of by a large number of independent city 
or township assessors as is the case in many other States. Ohio also relies heavily on 
the use of private appraisal firms in carrying out periodic (sexennial) reappraisals. As 
a result, variations within counties in the level of assessment of real estate are less 
pronounced than in most other States. Among the counties of the State, Cuyahoga showed 



Cuyahoga 

Geauga 

TABLE 1-13.--ASSESSED VALUATION AND L O C U  PROPERTY TAX LEVIES, 
CLEVELAND SMSA, BY COUNTIES, 1966 

Es tirnated 
To ta l  Valuation Average 

Real,  Publ ic  U t i l i t y ,  E f f e c t i v e  Rate 
and Tangible Personal  T o t a l  Average Rate on on Real Esta te* 

Property Taxes Levied Assessed Valuation 1965 
(mil l ion)  (thousand) (percent)  

Lake 555 24,936 4.49 1.54 

Medina 

To ta l  SMSA 

S t a t e  t o t a l  33,111 1,235,319 3.73 1.36 

*Ohio Tax Study Commission. 

Source: Ohio Department of Taxation,  Board of Tax Appeals, Divis ion of County A f f a i r s .  



TABLE 1-14.--EFFECT OF PARK INVESTMENT DECISION ON LOCAL 
TAX BASE, SELECTED CWAHOGA c o u m  JURISDICTION 

(Millions) 

1964, As 
1964 As Ordered Under 

1963 Submitted Park Investment 1966 

Cuyahoga County $4,106 $4,359 $4,072 $4,263 

Cleveland 1,805 1,847 1,677 1,686 

Cuyahoga Heights 35.0 40.0 34.3 35.3 

Lyndhurs t 

Hunting Valley 

Garfield Heights 71.0 77.1 74.5 78.9 

*Decline results from reductions in land value as a result of action of the County Board 
of Revision. 

Source: Ohio Department of Taxation, Board of Tax Appeals. 



the smallest coefficient of intra-county dispersion in 1963--the latest year for which 
data are available--and Lake County was second lowest. Geauga and Medina Counties were 
near the State average. 

Like most states, Ohio assesses public utility property at the state level, so 
that there is general uniformity throughout the state in this matter. The State, how- 
ever, llsitusesll a large fraction of public utilities valuation to individual localities, 
so that great disparities are created among communities in the amount of public utility 
property in the local tax base. 

Ohio is unique among the states in assessing tangible personal property at the 
state level. This system also tends to produce a high degree of uniformity. Again, how- 
ever, such property is distributed very unevenly among local governments. 

St tewide, more than 68 percent of property taxes levied in Ohio go to school 
districts.~7 In C~yahoga County the proportion in 1966 was 57.1 percent. Because of 
this predominance of school levies, disparities in the level of property taxation are 
thus largely a reflection of the fragmentation of the metropolitan area among a multi- 
plicity of school districts. 

The assessed value of property is subject to local tax levies. Under the State 
Constitution, these levies are limited to an aggregate of 10 mills, except as voted in 
referenda. Most charter cities, such as Cleveland and 21 other municipalities in Cuya- 
hoga County, may have municipal charters that authorize for higher property levies. 
Nevertheless, the typical pattern in Ohio involves frequent referenda at which the elec- 
torate is asked to vote the levies necessary for the continued operation of schools and 
other local services. In recent years there has been growing resistance on the part of 
the voters to authorizing additional levies. This system has produced a generally low 
level of property taxes in the State of Ohio. It should be noted, however, that the 
Northeast part of the state and especially the Cleveland area has traditionally had 
higher levies than are found in most other parts of the state, In part this is a reflec- 
tion of the absence (until recently) of earned income taxes in this area. 

A significant feature of Ohio law regarding local finance is the so-called "pre- 
emption doctrine." This doctrine, which rests on a long line of judicial decisions, 
holds that the state legislature in enacting any state tax, implies its intent to preempt 
this revenue source to the exclusion of local governments. The result is that local 
units are barred from enacting piggyback local supplements to state taxes such as the 
retail sales tax. Up to the present time, Ohio has avoided the many kinds of local 
taxes that developed in many other states, complicating the state-local tax structure 
and creatin disparities in both kinds and amounts of taxes levied in different parts of 
the state .a The preemption rule, however, in combination with very restrictive proper- 
ty tax limits, has forced many metropolitan areas, most recently the Cleveland area, to 
resort to local earned income taxes. 

State aid.--The extent of fiscal disparities is influenced by the structure of 
financial aids granted by the state to local governments. In Ohio there are three main 
forms of state aid to local governments. These are 1) the highway fund, 2) the local 
government fund, and 3) the school foundation program. 

81 Report of the Ohio Tax Study Commission, 1967, Table 11-25, 

91 The present session of the State General Assembly has before it a number of propos- 
als sponsored by the State administration which would open up various revenues sources 
for simultaneous employment by local units. Among these are levies on hotel and motel 
occupancy, public utilities senices, motor vehicles licenses and deed transfers. 



Distributions are made to local governments from State collections under motor 
vehicle license fees and the motor fuel tax. The distribution follows a complex statu- 
tory formula, the general effect of which is to channel larger per capita amounts into 
rural areas. In 1966 Cuyahoga County, with 16.6 percent of the State population, re- 
ceived only 10.8 percent of the highway funds distributed by the State (Table 1-17). 
Lake County also received somewhat less than an average per capita share. It should be 
noted that the result of this system of highway revenue distribution is that funds for 
construction and maintenance of municipal streets is held generally to be inadequate. 
This problem is especially evident in the Cleveland area, where frequent complaints have 
been heard about the inadequacy of funds for street and highway maintenance. 

The local government fund consists of a statutory amount ($24 million annually 
in recent years) of receipts from the state retail sales tax, plus certain revenues frcnn 
the state tax on intangible personal property, representing primarily the tax on deposits 
and shares of financial institutions ($45 million in 1966). The $24 million from the 
sales tax is distrib ted among the counties of the state in accordance with a formula 
specificed by 1aw.d The tax on financial institutions is distributed among counties 
by source. The general effect of this arrangement is to give the urban counties a 
slightly more than proportionate share of the distribution of the local government fund. 
In 1966, for example, Cuyahoga County with 16.6 percent of the population received about 
25 percent of the Statewide distribution from the local government fund. Geauga, Lake, 
and Medina Counties, however, received less than an average per capita share (the 1966 
percentages of the Statewide total distributed were 0.2 percent in Geauga County, 0.5 
percent in Lake County, and 1.4 percent in Medina County). 

The revenues for the local government fund are in turn distributed among the 
local governments within each county. This distribution is made by the county budget 
commission, which consists of the county treasurer, the county auditor, and the county 
prosecutor. The distribution is made in accordance with "need," subject, however, to 
various statutory restrictions. For example, in counties having less than 100,000 popu- 
lation, at least 10 percent must go to townships. If the population of municipalities 
in the county is less than 41 percent of the total county population, more than 60 per- 
cent of the fund may be distributed to the county. If the municipalities population is 
between 41 percent and 81 percent of the population of the county, the maximum allowed 
the county as a unit of government is 50 percent of the total. When the municipalities 
population is greater than 81 percent of the total population (as is the case in Cuyahoga 
County) the county's share is limited to a maximum of 30 percent. 

There is no readily apparent pattern in the distribution of the local government 
fund and no evidence that the fund accomplishes any significant equalization among local 
units of government in eirher the level of public expenditure or the level of taxes. 

The third important form of state transfer to local governments is the State 
School Foundation Program. The Ohio School Foundation Program provides for distribution 
to each district (except the few that levy less than the 10 mills for operating purposes 
necessary to qualify) of an amount based on the number of classroom units, classes for 
the handicapped, special education classes, and administrative, special instruction, and 
supervisory units. From the amount so calculated there is subtracted a charge-off of 
12.5 mills times the property tax base. If this formula results in less than $2,450 per 
classroom unit, the district receives this minimum guaranteed amount. Cleveland and most 
of the other districts in Cuyahoga County are among the so-called "flat amount" dis- 
tricts. 

Legislation likely to be enacted by the current session of the Ohio General 
Assembly would significantly increase the amounts in the "plus side" of the Foundation, 

10/ The formula provides for distribution of the fund among counties, 75 percent accord- - 
ing to the ratio of assessed value of property inside municipalities to the statewide 
total municipal valuation, and 25 percent according to population. No county is to re- 
ceive less than $40,000. 



TABLE 1-17.--DISTRIBUTION OF HIGHWAY FUNDS, 1966 
(Thousa.nds) 

Percent of State Total Percent of State Total 
County Dollars Distribution Population 

Cuyahoga $ 16,885 
Geauga 1,049 
Medina 1,313 
Lake 1,980 
State total 156,669 

Source: Financial Report and Public Debt Statement, Ohio Counties, 1965, Office of 
State Auditor, Ohio. 



and would raise the charge-off to 17.5 mills. The minimum guarantee would rise to 
$3,050 per classroom unit. It is anticipated that this change will reduce the number of 
flat amount districts, thereby increasing the equalizing effect of the formula. 

Further equalization would be accomplished by a provision in the pending legis- 
lation for an additional payment of $100 for every pupil covered by Aid to Dependent 
Children. The purpose of course is to take account of the special educational needs of 
communities in which ADC children are concentrated. This provision would be of special 
significance in the Cleveland City School District. 

In summary, there are in Ohio three forms of state transfer to local govern- 
ments that offer a potential vehicle for reducing interlocal disparities in expenditures 
or taxes. None appears, however, to have operated in such a way as to accomplish any 
significant equalization within the Cleveland metropolitan areas or between the counties 
in the Cleveland SMSA and the balance of the state. 

Shared revenues.--In addition to direct transfers from the state to local gov- 
ernments, the Ohio constitution requires the State to share revenue from the inheritance 
tax with local governments on the basis of source. In 1965, local governments throughout 
the State received $19 million, or about 1 percent of all general revenue from this 
source. One problem associated with this source of revenue is the highly unstable and 
unpredictable character of the amount going to any individual locality. As a result, 
local governments seldom budget for this revenue, but receive it instead more or less as 
windfalls. Moreover, the tendency is for wealthier c-unities to receive a dispropor- 
tionate share of inheritance tax revenues .=/ 

A further source of fiscal disparity is found in the system of distribution of 
revenues from the tax on local-situs intangibles, consisting principally of the 5 percent 
levy on the income yield of income producing intangibles. Revenue from this tax is col- 
lected by the state, but returned to the county of origin for distribution among local 
governments. In 1965, $41.3 million was distributed to local governments from this 
source. The statutory formula governing distribution of these revenues operates to give 
libraries first claim on the fund. In practice, libraries have preempted a gradually 
increasing share of this revenue, giving rise to the charge that libraries are over- 
financed relative to their local functions. Disparities are accentuated also by the 
wealthy areas, which tend to receive back substantial amounts in intangible revenue, and 
poorer areas which get little from this source. 

METROPOLITAN GOVERNMENT IN THE CLEVELAND AREA 

A series of efforts have been made over a period of many years to bring about 
greater unification in the performance and financing of governmental functions in the 
Cleveland area, but thus far they have met with little success and the prospect at this 
moment is not promising. 

Initial steps were taken in 1933 when the Ohio constitution was amended to allow 
for optional forms of county government. The amendment, which was strongly backed by 
citizens groups in Cleveland, permits a variety of changes ranging from those of very 

11/ Officials of one Cuyahoga County municipality, an older residential community, de- 
scribs the city as "living on borrowed timer1 in that tax increases have been avoided 
from year to year by more or less unexpected and unbudgeted collections from the inheri- 
tance tax. The city contains many wealthy older residents whose property, when they die, 
tends to pass into the hands of heirs who have moved out of the community. The community 
expects, therefore, that its inheritance tax revenue will decline with the passing of the 
present generation. 



limited input to the centralization at the county level of performance of any or all 
municipal functions. In its original form, the Constitution Amendment requires in the 
case of proposals involving county assumption of municipal powers, that the proposed 
change clear four hurdles: 1) approval by a majority of the voters in the county; 2) a 
majority in the largest city in the county; 3) a majority in the remainder of the county; 
and 4) a majority in a majority of the municipalities in the county. Less far reaching 
changes required only a majority of those voting in the county.E/ 

In 1935, a proposal was put to the voters that would have made limited changes 
in the functions of county government. The proposal received three of the necessary 
four majorities; failing only to receive approval by a majority of the voters in the por- 
tion of Cuyahoga County outside the City of Cleveland. The State Supreme Court, however, 
declared the changes invalid, ruling that the proposals entailed assumption of municipal 
powers by the County government and thus required approval by all four of the majorities 
noted above. 

In the years since there have been other efforts to achieve greater unification 
in government. After World War 11, a new effort was made to establish a county home-rule 
charter permitting reorganization of county government and assignment of more responsi- 
bilities to the county. A charter commission was elected, but the charter they drew up 
was rejected by the voters in 1950.g/ 

The most recent effort was in 1958, when the voters again authorized creation 
of a county charter commission, but then rejected the results of the commission's 
work.%/ 

Despite repeated failure to adopt thoroughgoing measures for local government 
reform, there are many individual functions in which varying degrees of consolidation or 
coordination have evolved in Cuyahoga County. Norton cites public health, water, public 
transit, public safety, refuse disposal, tax collection, and others. Cooperation in per- 
formance of individual functions evidently continues to grow; knowledgeable observers in 
the area expect any integration that is likely to occur in the near future to take this 
fom.l5/ 

SUMMARY 

In summary, the Cleveland metropolitan area appears to present many intergovern- 
mental problems, some of which are typical of large cities and their environs, while 
others are to some degree unique. 

The metropolitan area is highly fragmented into numerous small jurisdictions, 
with the result that there are wide disparities in tax loads and service levels and ad- 
ministrative diseconomies associated with small scale, often uncoordinated, operations. 
The fact that the central city of Cleveland is completely encircled by suburban munici- 
palities rules out annexation as a means of enlarging the service area. 

- 12/ The last of these has since been dropped. 

13/ James A. Norton, in his Foreword to Seymour Sacks and William F. Hellmuth, Jr., Fi- 
nancing Government in a Metropolitan Area: The Cleveland Experience (1961), p. viii. 

Ikl m., pp. viii-ix. 
151 w., pp. ix-xi. 



Cleveland exhibits, in its core-city area, the classic urban economic and social 
problems: unemployment; economic dependency; poverty; a vast Negro ghetto; overcrowding; 
economic obsolescence. Within the past year the city's Hough area has been the scene of 
violent outbreaks; despite efforts of the city (with considerable Federal assistance) and 
numerous private groups. The conditions that produced last year's outbreaks appear to be 
essentially unchanged and a recurrence is regarded in the city as almost inevitable. In 
addition to the famous Hough area, there are several other Cleveland neighborhoods that 
appear to contain the same social ingredients and to offer the same explosive potential. 

Civic leaders and metropolitan area planners see the future of the downtown area 
of Cleveland lying in its development as a commercial, professional, and business center. 
This indeed appears to be the direction in which the city is moving. There are obstacles 
to be overcome, however. One is the fact that the city's experiences thus far with urban 
renewal is not one of outstanding success, and present relationships between the city 
government and the Federal agencies are, at best, cool. 

Moreover the city's attitude toward the downtown area has traditionally been 
indifferent or negative. The waterfront, for example, has never been regarded as an 
asset to be fostered and developed, in the way that, for example, Chicago and Milwaukee 
have. Instead it has long been heavily industrial, one result of which has been the 
pollution of Lake Erie in the Cleveland vicinity to a point where its recreational poten- 
tial may have been permanently destroyed. 

State law and policies of the State Government have a strong bearing on the 
problems of the Cleveland metropolitan area. Incorporation laws permit, and often oper- 
ate to encourage, separate incorporation of small communities. Nor are annexation laws 
conducive to unified government through a planned expansion of a central city by annexa- 
tion of adjacent unincorporated territory. School district consolidation is making slow 
progress throughout the State, but appears to be virtually at a halt in the Cleveland 
area. 

Perhaps more fundamental is the traditional attitude in Ohio that minimizes the 
role and responsibility of the State government in dealing with problems of local areas. 
The slogan that "local people understand their own problems best" has long served as an 
excuse for the State government's refusing to become involved in the perplexing problems 
that have been developing in the State's metropolitan areas. While the State legislature 
was dominated by rural interests, this lack of concern was no doubt inevitable and per- 
haps salutary. The present legislature, with its more urban (suburban) orientation, has, 
however, shown little more concern and understanding in these matters than its predeces- 
sors. Under the leadership of a conservative administration, the General Assembly is at 
the present time taking steps to make local governments still more fiscally and govern- 
mentally self-reliant and to absolve the State still further from involvement in metro- 
politan area problems. The prospect for constructive assistance from the State govern- 
ment to Cleveland and its sourrounding area must be regarded as dim. 



THE NATURE AND EXTENT OF FISCAL DISPARITIES 
WITHIN THE CLEVELAND SMSA 

ARE DIFFERENTIALS INCREASING? 

The preceding pages reveal tremendous disparities among the communities within 
the SMSA. It would be improper to leave the matter there, however, without commenting 
upon the types of communities involved. That is, while great differences exist in the 
financial positions of cities and townships, for example, such information cannot be used 
to make a generalized statement about financial disparities. For in most cases, compar- 
ing cities and townships is like comparing apples and oranges (which is proper only in a 
fruit salad). 

The cities and townships have different needs, serve different purposes and face 
different futures. In most cases, then, the proper comparisons are those made among 
cities as a group and among townships as a separate group. Townships which are caught up 
in the urbanization process constitute an important exception to this generalization. 
Urban fringe areas, where development is underway, face many of the problems of cities 
(see the discussion of Brunswick in Chapter 1II)Jt and may therefore be considered compar- 
able. But areas that are likely to remain rural for some time constitute a separate 
class. 

A similar point might be made concerning comparisons between Cuyahoga County 
communities and those in other parts of the SMSA. Although statistically the region is 
treated as a unit, it is not monolithic socially, politically or economically. Thus, 
the most relevant comparisons are among communities within Cuyahoga County and among com- 
munities in other areas. 

Account must be taken, however, of the growth of urbanization and the impact of 
greater mobility within the area. Fringe areas in Lake, Geauga and Medina Counties have 
already been drawn into the metropolitan sphere, and the process is likely to continue. 
Furthermore, municipalities that are currently beyond the urban fringe are subject to 
increasing influence from the metropolitan area because of improved communications and 
transportation. Thus, while the City of Medina has typically evaluated its position with 
reference to other communities in the county--particularly Wadsworth--officials must now 
broaden their thinking to consider metropolitan communities as well. 

Growth has broken through older, more provincial attitudes and is increasingly 
making communities within the SMSA part of the same "neighborhood." When this process is 
complete, all communities of the same type within the SMSA may be more comparable; until 
then, differentials must continue to be recognized. Moreover, the special problems of 
the central city set Cleveland apart from all other communities within the area (as any 
central city is set apart from its SMSA). Comparisons between Cleveland and other parts 
of the metropolitan area should only be made when these special considerations, many of 
which are not evident in the per capita figures, are kept in mind. 

It is impossible to give a simple answer to the question of growth in fiscal 
disparities within the SMSA. However, certain trends are evident. 

First, on the matter of schools, it is clear that the inclusion of several com- 
munities within a school district often helps to reduce disparities. Consolidations of 
school districts, where they have occurred, have also helped reduce differentials. There 

* See complete report. 



is little immediate prospect for further consolidations outside of Cuyahoga County, since 
there are relatively few districts in these counties. There appears to be a need for 
consolidations within Cuyahoga County also, where many small systems are operated in the 
suburban areas. North Olmsted and Olmsted Falls, for example, both operate relatively 
small systems with law per-pupil valuations. Enclave districts, such as Cuyahoga Heights 
and Bratenahl, are also quite small and tend to have very high per-pupil valuations. 
However, there is little likelihood of significant reduction in number of districts in 
Cuyahoga County in the near future. 

As noted above, however, comparisons of 1966 and 1956 valuations per pupil show 
that while individual districts have changed, the differences among districts by rank 
have remained relatively constant (Table 11-6). That is, while the poor may have grown 
richer, so have the rich. Such differentials, of course, may be offset by state or fed- 
eral funds; but at present, state and federal monies perform that function only imper- 
fectly. 

On the municipal level, developments in specific enclave areas deserve mention. 
Both North Randall and Brook Park have undergone population growth such that their per 
capita valuations have fallen back to the middle range. A similar trend may develop in 
Walton Hills (see Chapter IV). Cuyahoga Heights and the estate areas, however, are 
likely to maintain their high per capita valuations indefinitely. 

Specific communities have been able to improve their positions. Garfield 
Heights is an example. But new low valuation areas, such as Broadview Heights, have 
emerged. If past trends continue, it is likely that differentials will remain to a sig- 
nificant degree, with some communities being relatively well financed compared with 
others. For the most part, there appears to be little interest either in the SMSA or in 
the State for county wide property taxes, which would help to offset these differences. 

As the distribution of property values shows, there has been increasing disper- 
sion of communities in the upper ranges of valuation (for Cuyahoga County) since 1956. 
That is, while the modal range of valuations is higher, other communities have increased 
valuations to the point that differentials may even be greater. In short, the poor are 
somewhat better off, while the rich are much better off. 

These continuing differentials, however, may not be as significant in coming 
years as emerging disparities in the fringe areas. Brunswick may again be cited as an 
example of the impact of urban growth. As the urban area spreads to more fringe areas, 
the problem could worsen. Townships and villages, accustomed to a small population and 
a rather low level of services, may suddenly find themselves with greatly increased popu- 
lations and increasingly heavy demands for services, which they will be unable to meet. 

It is not difficult to imagine such a pattern of chaos on the urban fringe in 
large areas of Medina, Geauga and Lake Counties. The problem is complicated by the prox- 
imity of the Akron SMSA, so that Medina County is feeling the impact from two sides. One 
answer to such problems may be found in long-range planning in these areas. Such plan- 
ning is being undertaken in many of the communities, paving the way for orderly develop- 
ment through zoning and similar devices. However, in areas where such planning is not 
underway, the future could be a picture of disorder and inequality between demands and 
needs so rank as to make present disparities seem minimal. 

EVALUATION OF FISCAL DISPARITIES 

The preceding chapter has summarized the statistical evidence regarding fiscal 
disparities in the Cleveland SMSA. This chapter attempts to evaluate and interpret this 
evidence through an item-by-item consideration of the key questions. . . . 



TABLE 11-6.--ARRAY OF SCHOOL DISTRICTS WITHIN THE CLEVELAND SMSA BY 1966 VALUATION 
PER PUPIL, WITH VALUATION PER PUPIL AND SMSA RANK FOR 1956. 

1966 Rank 

1 
2 
3 
4 
5 

6 
7 
8 
9 
10 

11 
12 
13 
14 
15 

16 - - 
17 
18 
19 
20 

21 
22 
23 
24 
25 

26 
2 7 
28 
- - 
2 9 
30 

3 1 
32 
33 
34 
35 

36 
37 
38 
39 
40 

4 1 - - 
42 
43 
44 
4 5 

46 
4 7 
48 
4 9 
50 

5 1 
52 
53 
54 
5 5 

56 

District 

Cuyahoga Heights 
Bratenahl 
Fairport Harbor 
Independence 
Brooklyn 

Solon 
Euclid 
Orange 
Shaker Heights 
Rocky River 

Warrensville Heights 
Bed ford 
Cleveland Heights-University Heights 
Richmond Heights 
Lakewood 

Cleveland 
Cuyahoga Colinty Median 
East Cleveland 
Beachwood 
Fairview Park 
May f ield 

Westlake 
Painesville Local 
Maple Heights 
Wickliffe 
Berea 

Parma 
South Euclid-Lyndhurst 
Medina 
SMSA MEDIAN 
Brecksville 
Willoughby-Eastlake 

Garfield Heights 
Bay Village 
North Olmsted 
North Royalton 
Chagrin Falls 

Painesville City 
Kirtland 
Solon 
Black River 
Claridon 

Chardon 
SMSA MEDIAN without Cuyahoga County 
West Geauga 
Cloverleaf 
Buckeye 
Xentor 

Cardinal 
Newburry 
Wadsworth 
Highland 
Olmsted Falls 

Kenston 
Madison 
Perry 
Burton-Troy 
Ledgemont 

Brunswick 

Valuation Per Pupil - 1966 1956 Rank* 

1 
4 
2 
8 
12 

17 
14 
6 
7 
11 

21 
9 
19 
16 
13 

10 

15 
3 
22 
2 7 

20 
23 
36 
28 
5 

25 
30 
2 9 

24 
32 

36 
33 
34 
38 
46 

42 
5 2 
17 
+ 
54O 

6 lo 

4 7 
+ 
44 
48 

+ 
66' 
4 6 
55 
58 

63 
49 
52 
690 
+ 

6 7 

Valuation Per Pupil - 1956 

*There were 69 districts in 1956; some districts may, therefore have improved their positions merely because of consoli- 
dation. 
OIndicated that new areas have been added to the district since 1956; consolidation indicates that the district did not 
exist in 1956. 
+Consolidation. 



Question 1. What is the extent and nature of fiscal disparities among jurisdic- 
tions within the metropolitan area? 

This question has been dealt with in the preceding chapter. 

Question 2. Can private sector trends (socio-demographic and economic factors) 
be expected to aggravate or lessen intergovernmental fiscal disparities within the metro- 
politan area within the next five to ten years? 

Demographic trends appear virtually certain to aggravate at least some of the 
fiscal disparities. To the extent that fiscal disparities are associated with an influx 
of Negro population and emigration of whites, thereby increasing costs of education, wel- 
fare, police and fire protection, and other public services, while at the same time the 
property tax base may be declining, the City of Cleveland seems clearly to be facing a 
growing fiscal problem. As noted earlier, Negroes represent a rapidly increasing propor- 
tion of the city's population. 

This trend is likely to produce increasing social stress, especially as the 
Negro population begins to encroach more heavily on neighborhoods at present inhabited 
by closely-knit, white ethnic groups, many of which hold a strong anti-Negro viewpoint. 
The challenge this poses to local political and civic leadership has not been met effec- 
tively in the past, and the outlook for the future is not promising.Jc 

The growing Negro population presents especially difficult problems for the 
Cleveland School District. Experiences of other cities, as well as that of Cleveland 
itself, suggests that facilities, curriculum, teaching staff, property maintenance, are 
all likely to be increasingly costly in the Negro areas. At the same time the city will 
be faced with pressure to maintain the quality of schools in the predominantly white 
portions of the District, especially those on the west side. 

In some cities, public programs have been designed to entice higher income resi- 
dents back into the central city. Cleveland for a time pursued such a policy, with the 
construction in a downtown urban-renewal area of a complex of office buildings and apart- 
ments. The latter marked the initial attempt to develop the industrial lake-front for 
residences. But the program encountered bitter opposition on grounds that it had resul- 
ted in the displacement of large numbers of low income families for whom no adequate 
arrangement had been made for substitute housing. This failure was central to the HUD 
cutoff of much of the Federal urban renewal funds for Cleveland, in January 1967. As a 
result, it appears that the city will have to resort to other kinds of programs if it 
wishes to attract middle and higher income residents. 

The impact of the Negro influx is unlikely to be limited to Cleveland. Some of 
the suburban communities are already experiencing this increase, in the face of fairly 
well-marked anti-Negro sentiment in the residential suburbs. 

Fiscal disparities in the SMSA are likely to be affected also by trends in the 
location of industry. The Cleveland area, as has been noted, is heavily industrialized 
with concentrations in manufacturing. Cleveland and Cuyahoga County contain many older 
industrial areas, in which plant expansion and modernization is difficult. While the 
area as a whole has excellent locational advantages and access to transportation (called 
locally, "the best location in the nation!"), within the SMSA the most attractive indus- 
trial locations have been on the periphery. 

There is still evident in the SMSA a tendency for certain communities to capture 
sizable concentrations of industry. The examples of Walton Hills and Brook Park have 
been cited. These communities, however, differ significantly from the extreme case of 

* Ed. note: Since this statement was written, Cleveland has elected a Negro Mayor. 



Cuyahoga Heights in that they contain a greater admixture of residential and commercial 
property. The school districts, especially, are large enough to avoid the worst of the 
industrial-enclave disparities. It appears, therefore, that while the circumstances 
making possible the formation of industrial enclaves still exist, no new "Cuyahoga 
Heights" is likely to emerge. 

The tendency for industry to locate on the periphery has been especially evident 
in the case of research and development centers associated with the area's established 
industries. 

A favorable element in the picture is the effort initiated by some of the lead- 
ing industries in the core-city area to provide employment opportunities and job retrain- 
ing. While municipally-led undertakings along this line have met with little success, 
there is a feeling of greater optimism over the prospective results of the current effort 
to upgrade the economic base of the inner city. 

Along with a certain amount of competition among many suburban communities (and 
between Cleveland and its suburbs) for industry, competition is emerging for apartment 
developments. Many of the residential suburbs see this form of development as adding 
significantly more to the communities' revenues than it adds to costs. As of the present 
time, however, there does not appear to be such clustering of apartment developments in 
individual communities as might give rise to additional fiscal disparities. 

Some of the most outstanding examples of fiscal disparities have been found in 
the urban-fringe, where a rapid influx of population has placed great strain on public 
programs and facilities, as well as on the limited (predominantly residential) tax base. 
The example of Brunswick has been cited. The same phenomenon--rapid, unplanned, and un- 
controlled development in what had been a rural community--has occurred elsewhere in the 
Cleveland SMSA in recent years, as well as in Cleveland-oriented communities within the 
adjacent Akron SMSA. 

Whether this situation will occur repeatedly in the future is not clear. There 
is evidence that Medina County has learned a lesson from the Brunswick experience, for 
area-wide planning and control of development has gained acceptance. But, at the same 
time, areas remain which appear unconcerned about such questions. 

Question 3. Have State and Federal financial involvement in the key "spill 
over" areas--education, public welfare, highways, and health and hospitals--materially 
reduced interlocal expenditure disparities in these fields? 

Question 4. Have other major Federal and State expenditure programs (including 
grant and loan activities) played a significant part in narrowing disparities? 

Education 

With respect to public schools, it is noted above that the Ohio School Founda- 
tion Prcgram has a mild equalizing effect because of the inclusion in the aid formula of 
a "charge-off" against the local tax base. The effect is to give additional aid to com- 
munities with low tax base. The formula also provides a floor, however, so that a dis- 
trict with an extremely high valuation in relation to enrollment receives virtually the 
same State aid as does one less wealthy. 

For example, in Cuyahoga County the Bratenahl district, with a valuation per 
pupil of more than $45,000, received $91 per pupil in Stare aid, or virtually the same 
as the amount received by the Richmond Heights district, with less than half the per 
pupil valuation. (The Bratenahl district, which operates only elementary schools, will 
go out of existence by next year under a State law requiring all districts that do not 
operate a 12-grade program to consolidate.) Only Cuyahoga Heights, with its extremely 
high valuation per pupil, received no State aid in 1966. 



At the other extreme, Strongsville, North Royalton and Olmsted Falls received 
$167 to $175 per pupil, and Brunswick, in Medina County, with a valuation per pupil of 
less than $6,000, received $218 per pupil, or 61.7 percent of its operating revenue, from 
the State. 

Because only 482 of the State's 732 Districts (in 1966) qualified for additional 
(equalizing) aid, there has been interest in the State in revising the School Foundation 
formula to accentuate the equalizing role of State aid. As noted above, legislation is 
pending as of this writing that would move in this direction. As of 1966, only 9 of Cuy- 
ahoga County's 32 school districts qualified for additional aid. The Cleveland City 
School District was not among these. 

Even the modest extent to which the Ohio School Foundation Program equalizes 
between districts may be exaggerated if one looks only at school district expenditures. 
Two districts with equal per pupil expenditures, in other words, are not necessarily 
providing equal levels of service. As has been noted, inner city schools such as many 
of these in the Cleveland City School District may require far greater per pupil expen- 
diture. The Ohio formula is not designed to take account of such variations in need. 
Of interest in this connection is the proposal noted above that would provide increased 
State aid to districts depending on the proportion of the enrollment consisting of chil- 
dren on ADC. This proposal, if enacted, would represent a significant step toward reduc- 
tion in disparities in educational programs. 

Federal aid represented a highly variable element in school revenues. Olmsted 
Falls, with more than $20 per pupil in 1966, was highest in the SMSA. Cleveland received 
$16 per pupil. There is no evidence of any equalizing pattern between districts in the 
Federal aid distribution. Within the City of Cleveland, however, and presumably within 
other school districts as well, the allocation of Federal poverty funds has bolstered 
the support of particular schools. 

Urban Renewal - 
Urban renewal programs offer opportunities for amelioration of local economic 

and fiscal problems. They also present challenging problems in inter-governmental rela- 
tions. In Cleveland, urban renewal is generally acknowledged to have been a failure, 
thus far. 

Of special relevance to the present study is that the urban renewal program in 
Cleveland appears to have aggravated rather than eased such problems as over-crowding, 
substandard housing, and inadequate public services. Demolition of extensive slum areas 
without provision for rehousing those displaced fostered over-crowding in adjacent neigh- 
borhoods. Schools and other public facilities, as well as houses and apartments, were 
called on to serve far more people than had been contemplated in their design. Enforce- 
ment of housing codes was suspended in areas slated for renewal, with the result that 
deterioration was accelerated. 

Failure of the City's urban renewal program--one of the largest in the nation-- 
has focused national attention on the City and on the urban renewal program itself. An 
analysis of the situation lies beyond the scope of this report. (See The Giles and Skow 
articles in The Reporter and The Saturday Evening Post, cited above.) 

Welfare 

Administration of public welfare programs is carred out in Ohio at the county 
level. Intra-county disparities have thus been eliminated, except insofar as case load 
differentials or other administrative inequalities may exist. The opportunity remains 
for differentials between counties. 



There is no evidence, however, of significant differences among the four coun- 
ties in the Cleveland SMSA in their expenditure per recipient under the various welfare 
programs. However, Cuyahoga County shows sharply higher participation rates. This evi- 
dently accounts for the per capita expenditure differences noted earlier. 

Most of the welfare load in Cuyahoga County occurs in the City of Cleveland. 
Levies are voted on, however, in the county at large. Up to the present, welfare levies 
are reported to have received general support throughout the county in referenda. Some 
officials, however, are concerned at the decline in support evident in some suburban 
areas, attributing it to preoccupation of suburbanites over the fiscal problems of their 
home community, mixed perhaps with some antipathy or even hostility toward the central 
city and its residents. 

Besides the welfare function, the administration of parks, public health, and 
hospitals is also essentially consolidated on at the County level in Cuyahoga County. 

Influence of Other Federal Programs 

Other Federal programs have evidently influenced fiscal disparities in the 
SMSA. It is often observed that the Federal program of interstate highways has contrib- 
uted to the fiscal and economic problems of metropolitan areas. By providing convenient 
access to the central city from outlying areas, they have stimulated the movement of 
people to the suburbs and into the open country beyond, and have produced adverse fiscal 
consequences both for central cities and for burgeoning suburbs. This phenomenon is evi- 
dent in the Cleveland SMSA. 

On the other hand, the Federal government has exercised some influence in the 
direction of greater unification in public services. A seven-county transportation study 
is currently being carried out under the Transportation Act. It is considering all modes 
of transportation--highway, rail, air, and water--in a seven-county area including, 
besides the Cleveland SMSA, Lorain County and portions of Summit and Portage Counties. 
The political subdivisions in the region are jointly underwriting the local portions of 
the study cost. The study is indicative of a growing awareness throughout the area of 
the common stake the City of Cleveland and its suburbs have in the orderly development 
of the region. 

Local officials and community leaders see the time approaching when the City and 
the suburbs, perhaps with Federal leadership and incentives, will see the advantages in 
a coordinated attack on such other area-wide problems as air and water pollution, water 
and sewerage, and garbage and rubbish disposal. 

Question 5. Is there any evidence to suggest that citizens in high income com- 
munities are less opposed to higher State or local taxes because of their advantageous 
"write off" position with respect to Federal income tax liability? 

No direct evidence was obtained on this question. In general, the opinion of 
local leaders is that attitudes toward State or local taxes is governed more directly by 
the community's evaluation of its public service needs, rather than by consideration of 
the Federal tax offset. 

Question 6. Have State municipal development policies (annexation, consolida- 
tion, and interlocal contracting) promoted or retarded proliferation of local governments 
within the 1.1etropolitan area? 

Ohio laws do not make it easy for municipalities to annex. In annexation pro- 
ceedings, initiative almost always rests with inhabitants of the area in question. A 
majority of freeholders must petition the Board of County Commissioners to be annexed to 
a municipality. The Board must then pass on the proposed annexation on the basis of 
their judgment whether the annexation would be to the benefit of the area sought to be 



annexed. There is no requirement that the Board act promptly, and they frequently take 
their time in deciding. If the Board approves the petition, the City Council then votes 
on whether to accept the territory. 

In addition to (and perhaps because of) the cumbersome annexation procedures, 
municipalities have generally not pursued aggressive annexation policies. This is 
clearly evident in the Cleveland area. The City of Cleveland, in order to have avoided 
encirclement, would have had to move to annex adjacent territory before or shortly after 
the turn of the century. For a variety of reasons, annexation was not favored and the 
City became surrounded by separately incorporated suburbs. 

There are numerous more recent examples of existing municipalities in the SMSA 
having passed up opportunities to annex unincorporated territory. Perhaps most outstand- 
ing is that of the City of Bedford, which as recently as 1950 could have annexed all of 
what was then Bedford Township. The City was not so inclined. In 1951, the municipal- 
ities of Bedford Heights, Walton Hills, and Oakwood were formed out of the township. As 
a result, Bedford became hermned in, with little opportunity for development, and local 
government became a little more fragmented. 

The fact that State law permits a municipality that is expansion minded to 
extend its borders through annexation is demonstrated in the experience of the City of 
Mentor, in Lake County. The Village of Mentor, with a 1966 population of 4,354, several 
years ago annexed the whole of Mentor Township, which had a 1960 population of about 
25,000. As of January 1, 1967, the population of the entire area encompassed by the City 
of Mentor is estimated at 30,217. 

A significant example from another part of the State is that of the City of Col- 
umbus. This city has pursued an aggressive annexation policy ever since World War 11, 
when the area began to grow rapidly in population and employment. The City has succeeded 
in avoiding encirclement. Columbus is the only one of Ohio's six largest cities of which 
this is true. While there are a number of separately incorporated suburbs in Franklin 
County, further municipal proliferation seems unlikely. The city seems destined to oc- 
cupy a role as the clearly dominant unit of government in the metropolitan area. 

The key to the success of Columbus' annexation policy lies in the city's control 
over the water and sewer system. Through judicious extensions of these facilities into 
unincorporated areas the city has been able to influence residents of the areas in ques- 
tion toward annexation. 

In the Cleveland SMSA, the city occupies a similar strategic position. While 
today annexation of unincorporated territory to Cleveland is out of the question, the 
city evidently uses its control over water and sewerage to encourage suburbs to consoli- 
date with the city, through as yet with no success. The city nevertheless enjoys same 
degree of influence over the suburbs and over the pace and direction of suburban growth-- 
not to mention financial benefits--through its water and sewerage system. 

Ohio law governing incorporation is more lenient than that on annexation. A 
municipality may be incorporated by petition of the resident freeholders to the Board of 
County Commissioners, who render their judgment in the same manner as in an annexation 
proceeding, and if they approve call an election. Alternatively a petition may be made 
to the township trustees, who then submit the proposal to a vote of the electors in the 
area to be incorporated. 

Generally speaking, incorporation occurs in situations where there is opposition 
to a proposed annexation, or where there is no unit of government willing and able to 
provide needed services. In Cuyahoga County, the proliferation of municipalities has 
resulted from the inability or unwillingness of suburbs in the inner ring to extend urban 
services to adjacent areas. The need for services in developing unincorporated areas has 
been chiefly behind the separate incorporations. 



Legislation now before the Ohio General Assembly would make it more difficult 
for communities to incorporate. The proposal provides that if a proposed new municipal 
operation is located within three miles of an existing municipality, such incorporation 
would be prohibited unless the municipal corporations within three miles consent, or 
unless an annexation has been rejected within two years prior to the filing of the incor- 
poration proceedings. 

It is anticipated that this legislation, if passed, would avert the multiplica- 
tion of cities and villages in the now developing portions of Lake, Geauga, and Medina 
Counties, as well as in the remainder of the State. 

Question 7. Have school consolidation policies materially lessened fiscal dis- 
parities between local school districts? 

Ohio has followed a policy of encouraging school district consolidation. In 
1957 the State contained 1,168 school districts. By 1962 the number had declined to 833, 
and by August, 1967, to 694. The consolidation has occurred primarily in rural areas; 
within the Cleveland SMSA the number of separate districts declined by 11 (from 67 to 56) 
between 1957 and 1966, but all of the reduction occurred in Geauga and Medina Counties. 
There are nevertheless some obvious opportunities for consolidation. Both the Bratenahl 
and the Cuyahoga Heights districts had less than 1,000 pupils in average daily member- 
ship in 1966. Both had far above average valuations per pupil and expenditures per pu- 
pil, combined with low school levies, so that there is an obvious advantage to residents 
of these districts in maintaining the present arrangement. The Bratenahl District, as 
has been noted, is slated for consolidation by 1968. The Cuyahoga Heights District, 
which offers a complete 12-grade program, is unlikely to be affected by present State 
consolidation efforts. 

Proposals have been advanced in the State to require drastic reduction in the 
number of districts. A specially appointed commission recommended in 1967 that schools 
be consolidated so that no district would have fewer than 3,500 students. This would 
mean reducing the number of districts by more than half. As of the present, such action 
does not appear to be imminent. 
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THE SURVEY AREA 

The 1960 Milwaukee Standard Metropolitan Statistical Area consists of Milwaukee 
County and Waukesha County with a total population of 1,194,296. Within this SMSA, the 
Urban Area comprises all 19 municipalities of Milwaukee County and 10 incorporated muni- 
cipalities in Waukesha and Ozaukee Counties. The difference between the SMSA and the 
Urban Area consists of 16 townships and 14 villages in Waukesha County which are largely 
rural; their combined population in 1960 was 79,727. 

The problem of disparities between the city and its outskirts is important 
because municipalities which make up an economically integrated community may join 
efforts to improve the metropolitan area for their mutual benefit. The amount of the 
fiscal disparity between them has a decided bearing on the feasibility of intermunicipal 
cooperation. 

It is harder to interest a municipality which is technically in the metropoli- 
tan area, but only remotely related economically, in intermunicipal cooperation. Appeals 
to the municipality on the basis of simple equity fall on deaf ears if a municipality 
bears little or no economic relation to the main body of the SEA. Such a municipality 
may question whether its cooperation would make much of any contribution, either politi- 
cally or functidnally. 

Nevertheless, certain aspects distinguish even outlying rural municipalities 
included in the SMSA from those outside the SMSA. The trend in land value, for instance, 
may have been different; the rural SMSA has likely experienced a greater increase in 
land values. In the area of public services there may have been some effect. For edu- 
cation in particular, the outlying SMSA community may spend more per pupil, influenced 
by the urban standard, than a further outlying rural area. 

For other purposes, however, the researcher may do well to concentrate on the 
urban portion. It represents an area more interrelated economically and otherwise; in 
every sense it makes up one integral body which if separated could not function. Sta- 
tistics, for one thing, are more adequate and meaningful for the urban municipalities. 

DISPARITIES IN PROPERTY TAX RATES 

Overall Rates 

The property tax in Wisconsin is for practical purposes the only tax levied by 
the local government. In 1966, the revenue from this tax represented 99.9 percent of 
all local tax revenues of the state. Typically the tax rate has been high in most Wis- 
consin municipalities. The following table shows the general levels of property tax 
rates and the disparities between the central city and the suburb in the recent past. 
The suburb here excludes the rural part of the SMSA outside the urban area. 



TABLE 1.--FULL VALUE PROPERTY TAX RATES, CENTRAL 
C I T Y ,  URBAN AREA SUBURB, 1957-1966 

CC a s  Percent 
Centra l  Ci ty  Suburb* of Suburb 
- - - - - - - - - - -  (mi l l s ) - - - - - - - - - - - -  

*The mean of the  f u l l  value  r a t e s  f o r  individual  munic ipa l i t i e s .  

Source: Ci ty  Taxes, Vi l l age  Taxes (annual),  and Town Taxes 
(b ienn ia l ) .  The 1960 and 1966 f u l l  value  r a t e s  f o r  towns 
were computed from County c l e r k ' s  Abstract  of Assessments 
and Taxes. 

We observe t h a t  the  property t ax  r a t e  i n  the  c e n t r a l  c i t y  has always exceeded 
t h a t  of t h e  suburb, and t h a t  the r a t e  d i s p a r i t y  between the  two a r e a s  has increased con- 
s ide rab ly  over  the  past  t en  years .  The present r a t e  of 40.7 m i l l s  f o r  the  c e n t r a l  c i t y  
compares very unfavorably wi th  the  suburban average of 28.4 m i l l s .  

I f  we include i n  the  suburb the  ou t ly ing  r u r a l  munic ipa l i t i e s  of the  SMSA, the  
c e n t r a l  c i ty-suburb d i s p a r i t y  i s  shown t o  be g r e a t e r .  The ou t ly ing  r u r a l  communities 
levy s u b s t a n t i a l l y  lower t axes  (while providing se rv ices  varying g r e a t l y  from those i n  
the  urban a rea )  and t h e i r  inc lus ion  necessa r i ly  lowers the  suburban average. 

TABLE 2.--FULL VALUE PROPERTY TAX RATES, CENTRAL 
CITY, SMSA SUBURB, 1957-1966 

CC a s  Percent 
Centra l  C i ty  Suburb of Suburb 
- - - - - - - - - - -  (mi l l s ) - - - - - - - - - - -  

Source: See Table 1. 

The c o e f f i c i e n t s  of v a r i a t i o n  o f fe red  i n  Table 3 measure the  o v e r a l l  v a r i a t i o n  
i n  t a x  r a t e s  among individual  munic ipa l i t i e s .  Within the  urban a r e a ,  the  r a t e  v a r i a t i o n  
remained l a rge ly  s t a b l e ,  wi th  a  s l i g h t  tendency t o  r i s e  i n  the  l a s t  few years .  



TABLE 3.--COEFFICIENT OF VARIATION OF FULL VALUE PROPERTY TAX UTES* 
AMONG WNICIPALT.TIES OF URBAN AREA AND SMSA 

Urban Area SMSA - 

*Standard deviation as a percentage of the mean. Standard deviation 
gives a range within which about two-thirds of observations in s sam- 
ple of normal distribution would deviate from the mean value. Mean 
values change; hence, to use standard deviations as comparable mea- 
sures of variability over period they are divided by their respective 
means. 

Within the greater SMSA area (including rural communities) the trend is toward 
significantly greater variation during the past decade. While urban segments of the 
SMSA were striving to achieve a higher level of school and nonschool services, with 
consequent increases in tax rates, the outlying areas of the SMSA remained largely 
unaffected. 

The variation in the tax rates between one community and another was fairly 
great in 1951, but lessened in the intervening years (Table 3). The rise in public 
expenditures and tax rates in many developing suburbs is the probable cause--consistent 
with what Professor Burkhead some years a o referred to as the trend toward greater 
fiscal uniformity in a metropolitan area.11 The present writer argued then that such a 
trend might be only transitory, and that what happens after a metropolis (delimited at 
a given time) becomes more fully urbanized is uncertainz/ In the Milwaukee area, the 
equalizing trend in the tax rate observed earlier has largely subsided, and we now wit- 
ness a relative stability or even a slight increase in the rate variation. 

For subsequent analyses, we shall group our urban area municipalities by func- 
tion and wealth. The functional classification outside the central city is based on the 
ratio of business property to total real property within each municipality. Thus, 
industrial municipalities are those in which total equalized value of business real pro- 
perties (mercantile, manufacturing, and utility properties) constituted more than 60 
percent of total real property in 1966, while balanced municipalities are those in which 
this ratio was between 40 and 60 percent. 

Variation in wealth is greater among residential than among industrial units, 
and the classification by wealth will be limited to the residential category. The resi- 
dential municipalities are divided between high, medium, and low income residential 
units on the basis of 1965 adjusted gross income per return (the AGI for state income 
purposes). 

11 Jesse Burkhead, "Uniformity in Governmental Expenditures and Resources in a Metro- - 
politan Area - Cuyahoga County," National Tax Journal, XIV, No. 4, December 1961, 
pp. 337-348 .  

21 John Riew, "Uniformity in Governmental Expenditures and Resources in a Metropolitan - 
Area - Cuyahoga County," National Tax Journal, XV, No. 2, June 1962, pp. 218-220. 



The 29 munic ipa l i t i e s  a r e  thus  divided i n t o  the  c e n t r a l  c i t y ,  5 balanced muni- 
c i p a l i t i e s ,  2 i n d u s t r i a l  munic ipa l i t i e s ,  and 21 r e s i d e n t i a l  munic ipa l i t i e s ,  the  l a t t e r  
group f u r t h e r  divided i n t o  6 high income, 7 medium income, and 8 low income u n i t s .  

Among the  munic ipa l i t i e s ,  the  property tax r a t e  of the  c e n t r a l  c i t y  towers over  
a l l  o the rs .  The v a r i a t i o n  i n  t a x  r a t e  inc rease  over t h e  period shows t h a t  the  spread 
between the  c e n t r a l  c i t y  and each of  the  o t h e r  types of munic ipa l i t i e s  has increased 
during the  past  decade. 

TABLE 4. --MEAN FULL VALUE PROPERTY TAX RATES AND THEIR INCREASE 
AMONG TYPES OF MUNICIPALITIES, 1957-1966 

Centra l  c i t y  
Balanced 
I n d u s t r i a l  
Res iden t ia l  

High income 
Medium income 
Low Income 

Urban a rea  suburb 
Median 
Incorporated munic ipa l i t i e s  

ou t s ide  urban a rea  
Unincorporated munic ipa l i t i e s  

ou t s ide  urban a rea  

Percent 
Increase* 
1957-1966 

Percent 
Increase* 
1960-1966 

*Figures shown a r e  the  mean of t h e  percentage inc reases  f o r  ind iv idua l  m u n i c i p a l i t i e s  
i n  each group. 

Source: See Table 1. 

The c e n t r a l  c i t y ,  whose property t a x  r a t e  rose  48% over a ten-year  per iod,  has  
experienced the  l a r g e s t  increase .  The d i f fe rence  i s  even g r e a t e r  when the  1960-66 period 
i s  taken. The s ix-year  inc rease  of 27.6 percent f o r  t h e  c e n t r a l  c i t y  i s  approximately 
twice the  r a t e  of inc rease  f o r  most o t h e r s .  Paces of inc rease  i n  t a x  r a t e  among suburban 
groups of t h e  urban a rea  have, wi th  some except ion,  been f a i r l y  comparable. 

Outside the  urban a r e a ,  the  incorporated munic ipa l i t i e s ,  mostly small v i l l a g e s  
s c a t t e r e d  around r u r a l  townships whose 1960 populations ranged from 276 t o  8,880 (with 
the  median of 620), have shown a steady t a x  r a t e  increase .  For them a l s o ,  a s  wi th  the  
urban a rea  suburbs,  the  r a t e  of inc rease  was considerably g r e a t e r  during the  1957-60 
period than during subsequent years .  On the  o the r  hand, r a t e s  f o r  unincorporated towns 
have advanced mare slowly e s p e c i a l l y  during t h e  more recent  years .  

Tax Rates by Purpose 

The general  property t a x  i n  Wisconsin i s  a composite of s t a t e ,  county,  l o c a l ,  
and school l e v i e s .  The s t a t e  levy i s  neg l ig ib le ;  the  county levy v a r i e s  by county and 



o f t e n  r e f l e c t s  in f luences  beyond loca l  c o n t r o l .  Thus, we s h a l l  ignore f o r  t h e  time 
being both s t a t e  and county l e v i e s  and concentra te  on l o c a l  and school l e v i e s .  

We observe i n  Table 5  t h a t  i n  t h e  combined l o c a l  and school levy t h e  c e n t r a l  
c i t y  shows the  h ighes t  r a t e  o f  30 .3  m i l l s .  This  should be compared wi th  o t h e r  r a t e s  
ranging from a s  low a s  17.7 m i l l s  f o r  i n d u s t r i a l  u n i t s  t o  22.0 m i l l s  f o r  low income 
r e s i d e n t i a l  u n i t s - - t h e  h ighes t  among suburban groups. 

TABLE 5.--MEAN FULL-VALUE PROPERTY TAX RATES BY PURPOSE 
AMONG TYPES OF MUNICIPALITIES, 1957, 1966 

Cen t ra l  c i t y  
Balanced 
I n d u s t r i a l  
Res iden t i a l  

High income 
Medium income 
Low income 

Urban a r e a  suburb 
Median 
Incorporated o u t s i d e  

urban a r e a  
Unincorporated o u t s i d e  

urban a r e a  

1966 
Local 

and 

- School Local School 

1957 
Local 

and 
Local School School 

9.8 - 9.7 - 19.5 - 
4.6 9  -8  14.4 

.8 12.7 12.9 

1 . 3  13.3 14.6 
2.1 14.7 16.8 
2.8 12.9 15.7 
2.4 - 13.0 - 
1.9  12.8 

2.9 16.0 18.9 

.8 14.1 14.9 

Source: See Table 1. 

The c e n t r a l  c i t y  disadvantage l a r g e l y  involves  t h e  l o c a l  r a t e ;  i t s  13.8 m i l l  
r a t e  i s  no match f o r  o t h e r s  which vary  over a  low range of 1 . 7  m i l l s  ( f o r  i n d u s t r i a l  
u n i t s )  t o  4 .2  m i l l s  ( f o r  balanced u n i t s ) .  School r a t e s  show much l e s s  v a r i a t i o n ;  they 
spread over a  r e l a t i v e l y  narrow range of 15.9 t o  19.0  m i l l s .  The l e s s e r  v a r i a t i o n ,  and 
the  f a c t  t h a t  school expendi tures  dominate the  l o c a l  budget,  make the  school t a x  an 
equa l i z ing  element i n  the  o v e r a l l  proper ty  tax .  

The high income r e s i d e n t i a l  and i n d u s t r i a l  u n i t s ,  a s  shown l a t e r ,  spend con- 
s ide rab ly  more per  c a p i t a  on most municipal s e r v i c e s ,  but t h e i r  h igh per c a p i t a  v a l u a t i o n  
and high sha re  of s t a t e  a i d  toge the r  outweigh t h e  d i f fe rence  i n  expendi tures ,  thus  per- 
m i t t i n g  low l o c a l  r a t e s .  

One observes i n  Table 5 t h a t  the  r e l a t i o n  of l o c a l ,  school ,  and combined r a t e s ,  
back i n  1957, was l a r g e l y  s i m i l a r  t o  today's.  But t h e  c e n t r a l  c i ty-suburb d i s p a r i t y  i n  
combined r a t e s  has increased s u b s t a n t i a l l y .  Both i n  l o c a l  and school l e v i e s ,  e s p e c i a l l y  
i n  t h e  former, t h e  c e n t r a l  c i t y  exceeded o t h e r s  i n  t h e  r a t e  of inc rease .  

Outside the  urban a r e a ,  the  incorporated m u n i c i p a l i t i e s  c a r r i e d  c o n s i s t e n t l y  
h igher  r a t e s  than d id  the  urban a rea  munic ipa l i t i e s .  Lacking evidence t h a t  they o f f e r e d  
h igher  q u a l i t y  educat ion,  t h e  d i f fe rence  may be l a r g e l y  a t t r i b u t a b l e  t o  the  f a c t  t h a t  
they a r e  unable t o  take  advantage of economies of s c a l e  inheren t  i n  somewhat l a r g e r  



school populations.il School districts for small municipalities, independent or joint, 
are generally small themselves. 

The combined local and school rate of these incorporated municipalities outside 
the urban area ranked second only to that of the central city. The unincorporated muni- 
cipalities outside the urban area, meanwhile, are typical of other rural Wisconsin com- 
munities: their local levey is negligible and the school levy comprises most of the 
property tax. 

While the county levy is beyond local control, it does constitute a part of 
the total levy which is significant for some areas. Let us now see how each class of 
municipalities fares in the county levy. 

TABLE 6.--THE MEAN FULL-VALUE COUNTY RATE, 
1966, 1957 
(Mills) 

Central city 
Balanced 
Industrial 
Residential 
High income 
Medium income 
Low income 

*The village of Oak Creek, with its exceptionally high utility tax 
share and corporate income tax share, finances its local services and 
a large part of the county levy out of its cash fund; this lowers the 
average county levy for the industrial group. 

Source: See Table 1. 

Milwaukee County has always levied a high rate for county purposes. In 1966, 
for instance, the county levied 10.2 mills, compared with lower rates of 3 .7  and 3 .3  
mills for the adjacent counties of Waukesha and Ozaukee. 

Milwaukee County, with its higher county levy, spends substantially more for 
welfare and corrections, health, recreation, and highways. If these extra services are 
a necessary part of the metropolitan economic life they ought to be supported jointly 
by all involved. Although Table 6 appears to show a pattern of progression, in that 
low income residential units carry a relatively lower average rate, the present county 
tax distribution is haphazard. While the low income municipalities of Milwaukee County 
(Franklin, Greenfield, and South Milwaukee) pay 10.2 mills, such municipalities as New 
Berlin and Menamanie Falls, which are outside the county but are still an integral part 
of the metropolitan area, pay their county a low rate of 3.7 mills. 

1/ Difference in tax base cannot be the reason. Their per capita property valuations - 
are significantly higher than those of the central city and the low income residential 
units and are comparable with those of the medium income residential units. 



It may be argued t h a t  some of the  county se rv ices ,  welfare  f o r  ins tance ,  a r e  
exclusively  f o r  the  b e n e f i t  of the  res iden t .  On the  o t h e r  hand, such o u t l a y s  a s  highway 
cons t ruc t ion  (espec ia l ly  f o r  l imi ted  urban highways) t y p i c a l l y  o f f e r  g r e a t e r  b e n e f i t s  t o  
those i n  the  ou t ly ing  urban communities. I n  such a  case  the  l a t t e r ,  r i c h  o r  poor, a r e  
genuine b e n e f i c i a r i e s  which do not share  i n  the  cos t .  

A Closer Look a t  the  Centra l  C i ty  

The c e n t r a l  c i t y  t a x  r a t e ,  we have observed, has always exceeded t h a t  of the  
suburban community. The d i f fe rence  has been not only l a rge  but inc reas ing  dur ing the  
pas t  t e n  years .  Because of t h i s ,  and because t h e  f i s c a l  s t r a i n  of t h e  c e n t r a l  c i t y  
appears most se r ious ,  we s h a l l  examine more c lose ly  the  year-by-year tax r a t e  changes 
i n  the  metropol i tan u n i t s .  

TABLE 7.--FULL-VALUE PROPERTY TAX RATES BY PURPOSE, 
PROPERTY TAX LEVY, 1951-66, CITY OF MILWAUKEE 

F u l l  Value Rate 
County Local School To ta l  ------------- (mills)--------------  

Levy 
Total  Per Capita 

(mi l l ions )  

Source: C i t y  Taxes (Annual B u l l e t i n ) ,  Wisconsin Department of 
Taxation, Madison. For computation of per c a p i t a  l e v i e s ,  
s t r a i g h t - l i n e  i n t e r p o l a t i o n s  of 1950 and 1960 census 
population and the  Milwaukee Journal 1966 population 
es t imate  were used. 

I n  terms of f u l l  va lue  t a x  r a t e ,  t h e  1951-57 period i s  marked by a  r e l a t i v e  
t r a n q u i l i t y ;  the  county, l o c a l ,  and school r a t e s  a l l  remained f a i r l y  s t a b l e .  Af te r  
1957, however, the  c i t y  no longer could keep t o  t h e  previous l eve l  of 26-27 m i l l s  and 
once the  c e i l i n g  was breached, the  r a t e  inc rease  has continued s t e a d i l y  ever  s ince.  
Today, a t  40.7 m i l l s ,  t h e r e  i s  no s ign  t h a t  the  uptrend i n  the  property t ax  r a t e  has  
f i n a l l y  subsided. 



Contr ibut ing most t o  the  inc rease  i n  the  aggregate r a t e  was the  school levy. 
Between 1957 and 1966, the  school r a t e  increased from 9.7 m i l l s  t o  16.5 m i l l s  whi le  l o c a l  
and county r a t e s  increased from 9.8  t o  13.8 m i l l s  and from 7.7 t o  10.2 m i l l s  r e spec t ive ly .  
During t h a t  per iod,  the  t a x  levy per c a p i t a  increased by 60 pe rcen t ,  from $134 t o  $215, 
whi le  t h e  consumer p r i c e  index rose  by 15.4 percent.  The pressure  on t h e  property t a x  
i s  evident  from the  changes i n  r a t e  a s  wel l  a s  i n  levy. 

Since expenditures and t ax  base l a r g e l y  determine the  t ax  r a t e ,  the  changes i n  
the  c i t y  t ax  r a t e  observed above may now be r e l a t e d  t o  the  changes i n  the  c i t y  expendi- 
t u r e s  and property va lua t ion .  Cap i ta l  o u t l a y s  vary g r e a t l y  over  time and a r e  t y p i c a l l y  
financed from borrowing. Therefore,  we seek here  t o  t r a c e  t h e  changes i n  opera t ing  
expenditures and c o s t  of debt se rv ice .  

TABLE 8.--TOTAL OPERATING EXPENDITURES, DEBT SERVICE, 
C I T I  OF MILWAUKEE, 1957-1966 

Expendi- P r inc ipa l  and Tota l  i n  
t u r e s  I n t e r e s t  Paid Total  Index 

----------------  (mill ions)----------------  

Source: Report of C i ty  Clerk (annual) t o  S t a t e  Bureau of Municipal 
Audit, Madison, Wisconsin. 

We note  i n  Table 8 t h a t  the  combined sum of operat ing expendi tures  and pay- 
ments f o r  debt se rv ice  rose  from $66.9 mi l l ion  i n  1957 t o  $89.0 m i l l i o n  i n  1966--a 33 
percent inc rease  i n  the  nine-year period. Operating expendi tures  a lone increased 1 3  per- 
c e n t ,  while payments f o r  debt se rv ice  t r i p l e d  from $7.0 m i l l i o n  t o  $21.3 mi l l ion .  This  
g r e a t  inc rease  i n  the  c o s t  of debt r e f l e c t s  t h e  inc rease  i n  c a p i t a l  o u t l a y s  i n  recent  
years .  The average annual c a p i t a l  ou t l ay  f o r  1957-66 period was $24.9 m i l l i o n ,  compared 
with  a much lower f i g u r e  of $16.7 m i l l i o n  f o r  the  1951-56 period. 

That expendi tures  have increased without an equivalent  r i s e  i n  the  t ax  base 
may be seen i n  the  following t a b l e .  



TABLE 9.--EQUALIZED PROPERTY VALUES BY USE AND TYPE, 
CITY OF MILWAUKEE, 1957-1966 

Mercantile and Total  Personal 
i d e n t i a l  Manufacturing Real Estate* Property To ta l  

............................ (mill ions)-----------------------------  

To ta l  i n  
Index 

61.4% 

100.0 
102.9 
105.2 
108.5 
108.4 

111.2 
111.3 
112.9 
115.8 
119.1 

r e a l  e s t a t e  includes  farm proper t i e s  which a r e  n e g l i g i b l e  and does not necessar- 
i l y  equal t h e  sum of the  f i g u r e s  i n  the  f i r s t  two columns. 

Source: Supervisor of Assessments' S t a t i s t i c a l  Report of Property Values (annual) t o  
the  County Board and Department of Taxation, Madison, Wisconsin. 

The 19 percent inc rease  i n  the  t o t a l  property va lua t ion  (Table 9) f a l l s  f a r  
behind t h e  33 percent inc rease  i n  operat ing expenditures and cos t  of debt (Table 8) .  
Expenditures increased much f a s t e r  during the  1951-57 per iod,  than l a t e r ,  but the  r i s e  
i n  the  t a x  base near ly  matched t h a t  increase .  During t h e  1957-66 per iod,  however, the  
t ax  base g ross ly  f a i l e d  t o  follow t h e  pace of r i s i n g  expenditures.  

I t  may be noted f u r t h e r  t h a t  t h i s  f a i l u r e  i s  l a r g e l y  a t t r i b u t a b l e  t o  the  slow 
inc rease  i n  r e s i d e n t i a l  valuat ion--a  meager 7.2 percent compared with  39.0 percent f o r  
mercant i le  and manufacturing p roper t i e s .  

The t r end  i n  r e s i d e n t i a l  va lua t ion  may perhaps be explained i n  two ways. F i r s t ,  
housing a c t i v i t i e s  have decl ined markedly s ince  1957. 



TABLE 10. - -HOUSING PERMITS AND ESTIMATED COSTS , 
CITY OF MILWAUKEE, 1951-1966 

Building Permits Estimated Costs4 
Single  Resi- Mercan- Manufac- 
Family Duplex Tota l  d e n t i a l  t i l e  t u r i n p  

------------ (millions)------------ 

"Estimated c o s t s  include c o s t s  of a l t e r a t i o n s .  

**Annual average f o r  the  four  year per iod.  

Source: Annual Report of Milwaukee Department of Building Inspec t ion  and Safety Engi- 
neer ing,  Milwaukee, Wisconsin. 

The r a t e  of dec l ine  i n  bu i ld ing  permits f o r  s i n g l e  family and duplex houses has  been 
phenomenal. The 610 permits of 1966 a r e  hardly  o n e - f i f t h  of t h e  annual average f o r  t h e  
1953-56 period. The estimated c o s t s  of r e s i d e n t i a l  p roper t i e s  have not f a l l e n  a s  f a r  
a s  t h e  number of bu i ld ing  permits;  t h i s  i s  due t o  the  r i s e  i n  t h e  average va lue  of homes, 
the  r i s e  i n  cons t ruc t ion  c o s t ,  and most s i g n i f i c a n t l y  the  f a c t  t h a t  mul t i -un i t  apartmen 

15 bu i ld ings ,  which a r e  not included i n  Table 10,  have g r e a t l y  increased i n  recent  years.- 

Another f a c t o r  weighing heavi ly  on the  t r end  i n  r e s i d e n t i a l  v a l u a t i o n  i s  t h e  
absorpt ion of p r iva te  p roper t i e s  i n t o  public use.  Expressways and urban redevelopment 
have been t h e  two main i tems here ,  and they undoubtedly encroach heavi ly  upon res iden-  
t i a l  p roper t i e s .  During the  pas t  seven years ,  1960-66, the  property values  taken 

2 Y f  the  t ax  r o l l  each year  averaged approximately $4.9 m i l l i o n  i n  assessed valuation.-  
Adjusted by the  assessment r a t i o s ,  which ranged from 61.1 t o  64.4 percent dur ing t h i s  
per iod,  t h e  above f i g u r e  amounts t o  near ly  $8 mi l l ion  i n  f u l l  value .  

11 I n  terms of dwelling u n i t s ,  the apartment bu i ld ing  permits have increased from the 
annual average o f  805 u n i t s  i n  the 1953 56 period t o  2,276 u n i t s  i n  the 1957-66 period. 

Approximate breakdown of the  amount i s  a s  follows: 
S t a t e  o f  Wisconsin (highways and general )  $ 376 (thousands) 

Expressways 2,601 
Ci ty  of Milwaukee (parking, playgrounds, and o the r )  225 

Redevelopment and housing 1,070 
S t r e e t s  218 
School s i t e s  245 

Milwaukee County (parks ,  a i r p o r t ,  e t c . )  24 5 



RE SOURCES 

Properties 

The decisive advantage in property value, we note in Table 11, goes to the 
industrial municipalities. Their average per capita valuation of $25,237 is more than 
twice that of the high income residential units. The central city--the poorest of all 
($5,454), and the low income residential units ($5,799)--are each worth approximately 
one-half the high income residential units. In between, the balanced units and the 
medium income residential units, with their per capita values of $8,982 and $7,180, 
rank third and fourth. The balanced units are comparable in real property, but far 
exceed the medium income residential units in personal property. 

TABLE 11.--MEAN PER CAPITA EQUALIZED VALUES BY TYPE* 
AMONG TYPES OF MUNICIPALITIES, 1966 

Real Personal Total in 
Property Property Total Index 

Central city $ 4,452 
Balanced 7,015 
Industrial 17,498 
Residential 
High income 10,810 
Medium income 6,591 
Low income 5,074 

Urban area suburb 8.025 
Median 6,056 
Incorporated outside 
urban area 6,528 

Unincorporated outside 
urban area 6,979 

*Includes utility properties. 

Source: Supervisor of ~ssessments' Statistical Report of Property 
Values to State Department of Taxation, Madison, Wisconsin. 

The municipalities outside the urban area, both incorporated and unincorporated, 
are comparable to the medium income residential units in both level of per capita valu- 
ation and type of property. 

When we break down real properties by use, as in Table 12, we find that the 
central city, balanced, and industrial units are all about equal in commercial use; 
while in manufacturing the industrial units are distinct, with a per capita valuation 
of $13,110. In manufacturing, the balanced units exceed the central city significantly. 

In residential property alone, the central city fares the worst. There, per 
capita residential valuation of $2,474 is only one-fourth that of the high income 
residential units. It will be recalled that in per capita total valuation it compared 
one to two with the high income residential area (Table 11). What accounts for the 
smaller differences in the total valuation are business properties which favor the cen- 
tral city. But, if we consider the fact that much of these business properties are 
absentee-owned, the total valuation per capita is not very meaningful as a measure of 



TABLE 12.--MRAN PER CAPITA EQUALIZED REAL PROPERTY BY USE 

Central city 
Balanced 
Industrial 
Residential 
High income 
Medium income 
Low income 

Urban area suburb 
Median 

Incorporated 

Residential 
Real Property Property 

Mercantile ManufacturinP* Agricultural Residential in Index 

outside urban. area 683 42 9 355 5,099 206.1 
Unincorporated 
outside urban area 46 9 389 1,885 4,189 169.3 

*Includes utility properties. 

Source: See Table 11. 

affluence. In per capita residential valuation the medium income residential units 
exceeded the central city by more than 100 percent, and even the low income residential 
units exceeded it by 50 percent. This is in contrast to the much smaller differences 
observed in total valuation. 

Implications of differences in valuation.--We must distinguish between fiscal 
resources and affluence. The industrial municipalities, to use an extreme example, are 
rich in fiscal resources, but their residents are even poorer than those of the low 
income residential ~nunicipalities, in terms of housing. Thus, when we learn that the 
poor central city levies a property tax rate of 41 mills and the high income residential 
units a lower rate of 29 mills and want to pair these rates with their relative afflu- 
ence, the more meaningful measure of affluence (if we choose property as the measure) 
will be per capita residential valuation rather than per capita total valuation. 

Between 1960 and 1966, according to Tables 11 and 13, all types of municipali- 
ties have experienced an increase in their per capita total valuation. The rise is sub- 
stantial for residential classes. The high, medium, and low income residential units 
respectively gained 16.1, 14.9, and 13.1 percent while the balanced and industrial units 
gained a milder 9.2 and 6.5 percent. The central city showed only a token gain of 3.8 
percent. 



TABLE 13.--MEAN PER CAPITA EQUALIZED VALUES BY TYPE* 
AMING TYPES OF MUNICIPALITIES, 1960 

Rea 1 Personal To ta l  i n  
Proper ty  Property To ta l  Index 

Cen t ra l  c i t y  3 4,378 
Balanced 6,454 
I n d u s t r i a l  17,507 
Res iden t i a l  

High income 9,383 
Medium income 6,022 
Low income 4,613 

Urban a rea  suburb 7,237 
Median 5,893 

*Includes u t i l i t y  p roper t i e s .  

Source: See Table 11. 

Thus, t h e  gaps between t h e  c e n t r a l  c i t y  and a l l  c l a s s e s  of suburban municipal i -  
t i e s  have widened i n  t h e  pas t  seven years .  The c e n t r a l  c i t y  i n  1960 exceeded the  low 
income r e s i d e n t i a l  u n i t s  i n  per  c a p i t a  t o t a l  va lua t ion ,  but t h e  o r d e r  i s  now reversed.  
Furthermore, whi le  i n  1960 t h e  per  c a p i t a  va lua t ion  of t h e  c e n t r a l  c i t y  was 55.4 and 
82.4 percent of t h e  high and medium income r e s i d e n t i a l  u n i t s ' ,  t h e  f i g u r e s  a r e  now 
down t o  49.6 and 74.4 percent r e spec t ive ly .  The spread between t h e  low income res iden-  
t i a l  and t h e  high and medium income r e s i d e n t i a l  u n i t s  has  a l s o  widened somewhat. 

The r e l a t i v e  composition of proper ty ,  we note i n  Table 14,  has  remained l a r g e l y  
unchanged between 1960 and 1966. But we discover  a  s i g n i f i c a n t  f a c t  t h a t  i n  per  c a p i t a  
r e s i d e n t i a l  v a l u a t i o n  t h e  c e n t r a l  c i t y  was unable t o  hold  i t s  own, even on t h e  depreci -  
a t i n g  c u r r e n t  d o l l a r  terms. Here, t h e  high income r e s i d e n t i a l  m u n i c i p a l i t i e s  a r e  t h e  
p r i n c i p a l  ga ine r ,  wi th  a  13.8 percent increase .  The spread between t h e  c e n t r a l  c i t y  
and t h e  suburb i n  per c a p i t a  r e s i d e n t i a l  va lua t ion  has  g r e a t l y  widened during t h e  period.  



TABLE 14.--MEAN PER CAPITA EQUALIZED REAL PROPERTY BY USE 
W N G  TYPES OF MUNICIPALITIES, 1960 

Cen t ra l  c i t y  
Balanced 
I n d u s t r i a l  
Res iden t i a l  

High income 
Medium income 
Low income 

Urban a r e a  suburb 
Median 

Real Proper ty  
Mercant i le  Manuf a c  t u r i n @  Res iden t i a l  

Res iden t i a l  
Proper ty  
i n  Index 

*Includes u t i l i t y  p roper t i e s .  

Source: See Table 11. 

The l o s s  i n  per  c a p i t a  r e s i d e n t i a l  v a l u a t i o n  f o r  the  c e n t r a l  c i t y  may be a t t r i b u t a b l e  t o  
the  circumstances noted e a r l i e r :  t h e  unusual pace of absorpt ion of p r i v a t e  proper ty  
i n t o  publ ic  use ,  notably  f o r  highway cons t ruc t ion  and urban redevelopment; and the  low 
bu i ld ing  a c t i v i t i e s  t h a t  p reva i l ed  i n  t h e  c i t y .  

Var ia t ion  i n  pe r  c a p i t a  t o t a l  v a l u a t i o n  among the  urban a r e a  m u n i c i p a l i t i e s  re-  
mained s t a b l e  between 1960 and 1966, but the  v a r i a t i o n  i n  per  c a p i t a  r e s i d e n t i a l  valua-  
t i o n ,  a s  Table 15 i n d i c a t e s ,  has  increased not iceably .  

TABLE 15. - -COEFFICIENTS OF VARIATION I N  PER CAPITA VALUATIONzr 
AMONG URBAN AREA MUNICIPALITIES, 1960, 1966 

Per  Capita 
Per  Capita Res iden t i a l  

To ta l  Valuat ion Valuat ion 

*Standard dev ia t ion  a s  percentage of t h e  mean. 

Outstanding Debt - Nonschool 

Outstanding debt per  v a l u a t i o n  v a r i e s  only  moderately among types  of munici- 
p a l i t i e s ,  w i t h  t h e  except ion o f  i n d u s t r i a l  and high income r e s i d e n t i a l  u n i t s ,  over the  
range of 17.0 t o  20.5 m i l l s .  Within these  two groups,  debt i s  e i t h e r  nonexis tent  o r  
ve ry  minor r e l a t i v e  t o  t h e i r  va lua t ion .  



TABLE 16.--0UTSTANI)ING NONSCHOOL DEBT PER VALUATION 
AMONG TYPES OF MUNICIPALITIES, DECElfBER 1966 

Debt Per  $1,000 
Valuation 

Centra l  c i t y  
Balanced 
I n d u s t r i a l  
Resident ia l  

High income 
Medium income 
Low income 

Urban a rea  suburb 
Median 

Source: Report of Ci ty  Clerk t o  S t a t e  Bureau of 
Municipal Audit, Madison, Wisconsin. 

Income 

When t h e  loca l  government r e l i e s  p r i n c i p a l l y  on property a s  i t s  t a x  base ,  per- 
sonal income a s  a f i s c a l  resource may seem t o  be unimportant. But i t  may be an impor- 
t a n t  p o t e n t i a l  t ax  base. Furthermore, s ince  a l l  taxes  a r e  paid out  of income, t h a t  i s  
u l t ima te ly  what measures bes t  the  a b i l i t y  t o  pay taxes.  The following t a b l e  shows the  
ad jus ted  gross  income per r e t u r n  according t o  which our urban a rea  r e s i d e n t i a l  munici- 
p a l i t i e s  have been c l a s s i f i e d  i n t o  high,  medium, and low income u n i t s .  

TABLE 17. --MEAN, MEDIAN, KANGE OF ADJUSTED GROSS I N C O P W  PER RETURN 
AMONG TYPES OF MUNICIPALITIES, 1965 

Mean Median 
Amount Index Amount Index R a n ~ e  

Centra l  c i t y  
Balanced 
I n d u s t r i a l  5;112 108.8 5,112 108.8 4,803 - 5,421 
Res iden t ia l  

High income 12,273 261.3 11,505 244.9 7,827 - 19,892 
Medium income 6,642 141.4 6,527 139.0 6,213 - 7,149 
Low income 5,436 115.7 5,438 115.8 4 , 8 5 9 -  5,885 

Urban a rea  suburb 7,197 153.2 6,049 128.8 4,803 - 19,892 

*This i s  ad jus ted  g ross  income f o r  the  s t a t e  income t a x  purpose and 
d i f f e r s  l i t t l e  from the  federa l  adjusted gross  income. I n  1966, the  
AGI f o r  s t a t e  income t a x  purpose was $7,849.5 mi l l ion  and v a r i e d  only 
.35 percent from the  federa l  AGI of $7,877.0 mil l ion.  

Source: Computed from t h e  f igures  obtained i n  I B M  F i l e s ,  Department 
of Taxation, Madison, Wisconsin. 



Wealthies t ,  n a t u r a l l y ,  a r e  the  high income r e s i d e n t i a l  munic ipa l i t i e s .  Their  
per r e t u r n  income of $12,273 i s  two-and-one-half times t h a t  of the  c e n t r a l  c i t y ,  and 
more than twice t h a t  of most o t h e r  groups. The i n d u s t r i a l  u n i t s  shown t o  be property- 
r i c h  now reveal  themselves a s  income-poor. The middle income r e s i d e n t i a l  u n i t s ,  though 
not a t  a l l  comparable t o  t h e  high income u n i t s ,  s tand d i s t i n c t l y  higher  than o the rs .  

When we use income t o  measure family welfare  o r  a f f luence ,  we may want t o  con- 
s i d e r  i n  add i t ion  t h e  bas ic  needs of the  family a s  ind ica ted  by i t s  s i z e .  Thus, i f  
b a s i c  needs a r e  l a r g e l y  determined by famil s i z e ,  income per cap i t a  r a t h e r  than income 11 per family o r  per r e t u r n  may be preferable.- 

TABLE 18. --MEAN AND MEDIAN PER CAPITA ADJUSTED GROSS INCOME 
AMONG TYPES OF MUNICIPALITIES, 1965 

Centra l  c i t y  
Balanced 
I n d u s t r i a l  
Res iden t ia l  

High income 
Medium income 
Low income 

Urban a rea  suburb 

Mean Median 
Amount Index Amount Index 

Source: See Table 17. 

I n  Table 18 we f ind  a  p i c t u r e  which v a r i e s  s u b s t a n t i a l l y  from t h a t  of Table 17. 
I n  per c a p i t a  income, t h e  spread between the  c e n t r a l  c i t y  and the  high income res iden-  
t i a l  u n i t s  i s  even l a r g e r  than t h e  income per re tu rn .  This may mean t h a t  family s i z e ,  
on the  average, i s  g r e a t e r  i n  the  c e n t r a l  c i t y  than i n  the  high income u n i t s .  On the  
o t h e r  hand, the  reduced spread between the  c e n t r a l  c i t y  and the  balanced and low in -  
come r e s i d e n t i a l  munic ipa l i t i e s  means t h a t  f ami l i e s  a r e  l a r g e r  s t i l l  i n  the  l a t t e r  
group. Large f a m i l i e s  i n  the  i n d u s t r i a l  a rea  may exp la in  the  reversed o rder  between 
t h i s  a rea  and t h e  c e n t r a l  c i t y :  i n  income per r e t u r n  the  i n d u s t r i a l  u n i t s  exceeded the  

centra12$ 
i t y  but i n  per c a p i t a  income t h e  l a t t e r  exceeds the  former by a  s u b s t a n t i a l  

margin.- 

11 Martin David, "Welfare,  Income, and Budget Needs ," Review of Economics and S t a t i s -  - 
t i c s ,  Vol. XLI, No. 4 ,  November 1959, pp. 393-399. - 
21 Since the  number of g a i n f u l l y  employed per family may vary among m u n i c i p a l i t i e s ,  the  - 
more accura te  account can be made by consider ing t h e  v a r i a t i o n  i n  such a  r a t i o  a l s o .  
The l e s s e r  spread i n  per c a p i t a  income between the  c e n t r a l  c i t y  and the  low income r e s i -  
d e n t i a l  u n i t s ,  f o r  ins tance ,  may be due t o  l a r g e r  average family s i z e  f o r  the  l a t t e r  o r  
t h e i r  lower r a t i o  of g a i n f u l l y  employed per family o r  perhaps both. The c o e f f i c i e n t  of 
v a r i a t i o n  i n  per c a p i t a  income among ind iv idua l  munc ipa l i t i e s  rose  from 62.5 f o r  1959 t o  
69.1 f o r  1965. The concept of the  ad jus ted  g ross  income has  remained l a r g e l y  unchanged 
between 1959 and 1965 except f o r  the  1963 provis ion allowing f o r  d e d u c t i b i l i t y o f  unem- 
ployment compensation and s i c k  pay. To t h e  ex ten t  t h a t  t h e  low income workers a r e  more 
o f t e n  involved i n  these  payments, t h e i r  e l imina t ion  i n  the  1965 ad jus ted  g ross  income 
would a f f e c t  t h e i r  income f i g u r e s  unfavorably. However, unemployment compensation and 
s i c k  pay toge ther  c o n s t i t u t e d  $66.5 m i l l i o n  a s  compared with  t o t a l  wages and s a l a r i e s  of 

(continued) 



We note ,  comparing Table 19 with  Table 18, t h a t  i n  per c a p i t a  income the  d i s -  
p a r i t y  between c e n t r a l  c i t y  and suburb increased between 1959 and 1965. 

TABLE 19.--MEAN AND MEDIAN PER CAPITA ADJUSTED GROSS INCOME 
M N G  TYPES OF MUNICIPALITIES, 1959 

Mean 
Amount Index 

Centra l  c i t y  $2,112 100.0 
Balanced 2,109 99.9 
I n d u s t r i a l  1,666 78.9 
Res iden t ia l  

High income 5,810 275.1 
Medium income 2,661 126.0 
Low income 1,985 94.0 

Urban a rea  suburb 2,973 140.8 

Median 
Amount Index - 

Source: See Table 17. 

The d i s p a r i t i e s  between the  c e n t r a l  c i t y  and o t h e r  groups of munic ipa l i t i e s ,  except f o r  
the  i n d u s t r i a l  u n i t s ,  have a l l  increased,  abso lu te ly  and r e l a t i v e l y .  This p i c t u r e  
l a r g e l y  remains when we use median income per c a p i t a .  

EXPENDITURES 

Operating expenditures a r e  t r e a t e d  separa te ly  f o r  nonschool and school pur- 
poses. (Capi ta l  ou t l ays ,  which i n  recent  years  c o n s t i t u t e d  approximately one-fourth of 
the  t o t a l  expendi tures ,  a r e  not included i n  t h e  a n a l y s i s . l / )  

Nonschool Expenditures 

Within t h e  urban a rea ,  t h e  c e n t r a l  c i t y  spends s u b s t a n t i a l l y  more per c a p i t a  
than t h e  l a r g e  major i ty  of the  suburban munic ipa l i t i e s  (ranking e igh th  among the  29 
munic ipa l i t i e s  of t h e  urban area) .  I n  terms of s p e c i f i c  func t ions ,  the  c e n t r a l  c i t y  
exceeds t h e  suburb g r e a t l y  i n  p o l i c e ,  h e a l t h  and s a n i t a t i o n ,  and fire whereas the  suburb 
exceeds the  c e n t r a l  c i t y  i n  highway and g e n e r a l  government. 

(Continued) $63,015 mi l l ion  i n  t h a t  year.  This  i s  l e s s  than .9  percent and of t h i s ,  
Wisconsin Department of Taxation es t imates ,  about 50 percent would have been repor ted 
i f  these  payments were taxable.  Thus, the  d i s t o r t i o n  i n  measures of v a r i a t i o n  r e s u l t -  
ing from the  above provision i s  probably very i n s i g n i f i c a n t .  

1/ Harold M. Groves and John Riew, "Financing Metropolitan Munic ipa l i t i e s  i n  Wiscon- - 
s in ,"  Land Economics, Vol. XL, No. 1, February 1964, p. 37. 



TABLE 20.--MEAN PER CAPITA OPERATING EXPENDITURES BY MAJOR FUNCTIONS 
AMONG TYPES OF MUNICIPALITIES, 1966 

(Dol lars)  

General 
Government 

Health and 
San i ta t ion  

High- 
wag 

Recrea- 
t ion Po l ice  F i r e  -- Total* Index -- 

Centra l  c i t y  
Balanced 
I n d u s t r i a l  
Resident ia l  

High income 
Medium income 
Low income 

Urban a rea  suburb 
Median 
Incorporated 

ou t s ide  urban area  
Unincorporated 

ou t s ide  urban a rea  

*The t o t a l  i s  the  sum of t h e  individual  items presented and does not include miscel lane-  
ous expenses. 

Source: Annual Report of Municipal Clerk,  S t a t e  Bureau of Municipal Audit, Madison, 
Wisconsin. 

Table 21, which provides expenditures per property va lua t ion ,  d e p i c t s  l a r g e l y  the  same 
p ic tu re .  I n  t h i s  t a b l e ,  a l s o ,  the  l a r g e s t  d i f fe rences  between t h e  c e n t r a l  c i t y  and the 
suburb a r e  shown t o  be i n  p o l i c e ,  h e a l t h  and s a n i t a t i o n ,  and fire. These seem t o  be t h e  
a r e a s  of se rv ice  i n  which high d e n s i t i e s  of population and proper ty ,  heavy t r a f f i c ,  
l a r g e r  concentra t ion of businesses ,  and perhaps s i g n i f i c a n t l y  the  nonresident commuters 
a l l  add t o  the  c e n t r a l  c i t y  expenses (see  Appendix Table B-3). 

TABLE 21.--MEAN OPERATING EXPENDITURES PER PROPERTY VALUATION* 
AMONG TYPES OF MTJNICIPALITIES , 1966 

(Mil ls)  

General 
Government 

2.2 - 
1.5 
1 . 0  

1.9 
1 .4  
1.7 
1 . 5  - 
1.4 

Health and 
San i ta t ion  

3.0 - 
1.5 

. 7  

1 .8  
.9 
.8 

1.2 - 
.9 

High- 
way 

2.2 - 
2.0 
1.1 

2.6 
2.5 
2.5 
2.3 - 
2.2 

Recrea- 
t ion 

.6 - 

. 4  

.2 

.3  

.2 

.5 

. 3  - 

.2 

Po l i ce  

4.6 - 
1.7 
1.1 

2.6 
1.5 
1.6 
1 .7  - 
1.7 

F i r e  

2.4 - 
1 .3  
1 .4  

1.3 
.9 
.1 

1.0 - 
1.0 

Total  

14.9 
8.4 
5.4 

10.4 
7.4 
7 . 2  
7.9 - 
7.4 

Centra l  c i t y  
Balanced 
I n d u s t r i a l  
Res iden t ia l  

High income 
Medium income 
Low income 

Urban a rea  suburb 
Median 

*Rates a r e  obtained by dividing individual  expendi tures  by t o t a l  equal ized property v a l -  
ua t ion  ( including u t i l i t i e s ) .  The t o t a l  m i l l  r a t e  v a r i e s  from the l o c a l  r a t e  under 
property t ax  because these  a r e  only opera t iona l  expenditures and some of them may be f i -  
nanced by deb t ,  intergovernmental t r a n s f e r s ,  departmental earnings ,  e t c .  



Incorporated munic ipa l i t i e s  o u t s i d e  the  urban area  spend i n  a  p a t t e r n  much l i k e  
the  medium and low income r e s i d e n t i a l  munic ipa l i t i e s  i n  the  urban a rea  whi le  t h e  unin- 
corporated m u n i c i p a l i t i e s  vary  g r e a t l y  from a l l  t h e  o t h e r s .  The l a t t e r  spend p r a c t i c a l l y  
nothing on r e c r e a t i o n ,  h e a l t h  and s a n i t a t i o n  and r e l y  l a r g e l y  on county s h e r i f f  and vo l -  
untary firemen f o r  p o l i c e  and fire pro tec t ion .  

I n  per  c a p i t a  terms, t h e  l a r g e s t  spenders a r e  i n d u s t r i a l  and high income r e s i -  
d e n t i a l  u n i t s .  They g r e a t l y  exceed the  c e n t r a l  c i t y ,  e s p e c i a l l y  i n  highway, p o l i c e ,  and 
p e n e r a l  government. For i n d u s t r i a l  u n i t s ,  t h e  l a r g e s t  s i n g l e  budget involves  fire pro- 
t e c t i o n ;  i n  t h i s  they exceed t h e  c e n t r a l  c i t y  t h r e e  t o  one. 

That t h e  c e n t r a l  c i t y  spends l e s s  per c a p i t a  f o r  g e n e r a l  government may be ex- 
p la ined l a r g e l y  by economies of s c a l e .  The meaning of per c a p i t a  expendi tures  f o r  po- 
l i c e  becomes obscure s ince  po l i ce  provide p ro tec t ion  f o r  proper ty  a s  we l l  a s  f o r  people. 
F i r e  p ro tec t ion  i s  pr imari ly  f o r  proper ty;  even highway c o s t s  might be considered a  com- 
plement t o  proper ty  and businesses .  

I n  expendi tures  per v a l u a t i o n ,  t h e  c e n t r a l  c i t y  i s  the  h ighes t  wi th  an o v e r a l l  
r a t e  of 14.9 m i l l s .  The high income m u n i c i p a l i t i e s  rank next wi th  t h e i r  10.4 m i l l  r a t e .  
The i n d u s t r i a l  u n i t s ,  which spend t h e  l a r g e s t  amount per c a p i t a ,  c a r r y  t h e  lowest r a t e  
of 5.4 m i l l s .  The c e n t r a l  c i t y  l ev ied  t h e  high l o c a l  r a t e  of 13.8 m i l l s ,  whi le  h igh in -  
come r e s i d e n t i a l  and i n d u s t r i a l  u n i t s  l ev ied  low r a t e s  of 2.2 and 1.9 m i l l s  r e spec t ive ly .  

It should be noted t h a t  f o r  t h e  c e n t r a l  c i t y ,  the  low income r e s i d e n t i a l ,  and 
the  balanced m u n i c i p a l i t i e s ,  the  l o c a l  r a t e  i s  a t  l e a s t  one-half  o f  t h e  opera t ing  expen- 
d i t u r e s  i n  m i l l  r a t e .  I n  c o n t r a s t ,  a s  we see  i n  Table 22, t h e  d i f fe rence  between t h e  
two r a t e s  i s  much g r e a t e r  f o r  t h e  i n d u s t r i a l ,  h igh,  and medium income r e s i d e n t i a l  u n i t s ;  
f o r  the  high income r e s i d e n t i a l  u n i t s ,  f o r  ins tance ,  t h e  l o c a l  r a t e  i s  only one- f i f th  of 
t h e  expendi ture  r a t e .  

TABLE 22.--MEAN OPERATING EXPENDITURES PER VALUATION, MEAN FULL-VALUE LOCAL RATE 
AMDNG TYPES OF MUNICIPALITIES, 1966 

(Mil ls )  

Operating 
Expenditures Ful l -value  
Per Va lua t i sn  Local Rate 

Centra l  c i t y  - 13.8 
Balanced 8.4 
I n d u s t r i a l  5.4 
Res iden t i a l  

High income 10.4 
Medium income 7.4 
Low income 6.5 

Source: See Tables 5 and 21. 

Operating expendi tures  genera l ly  comprise t h r e e  q u a r t e r s  of t h e  t o t a l  expendi- 
t u r e s ;  one may thus  wonder how some of the  munic ipa l i t i e s  f i l l  t h e  l a r g e  gap between 
t h e  t ax  r a t e  and the  expendi ture  r a t e .  The explanat ion,  a s  we s h a l l  d i scover ,  l i e s  
l a r g e l y  i n  t h e  present  arrangement of s t a t e  t r a n s f e r  payments. 

We note i n  Table 23 t h a t  the  t h r e e  l a r g e s t  expendi ture  i tems i n  which the  cen- 
t r a l  c i t y  exceeded many suburban m u n i c i p a l i t i e s  a r e  po l i ce ,  h e a l t h  and s a n i t a t i o n ,  and 
f i r e .  They respec t ive ly  claimed 31, 20, and 16 percent of t h e  t o t a l  ope ra t ing  budget. - 



For the  urban a rea  suburb highway, p o l i c e ,  and genera l  government c o n s t i t u t e d  the  th ree  
most important i tems, r espec t ive ly  claiming 28, 21, and 19 percent.  Outside the  urban 
a rea ,  highway and s e n e r a 1  government a r e  the  two main i tems of expendi tures .  A s  f o r  
the  unincorporated munic ipa l i t i e s ,  near ly  ha l f  of t h e i r  operat ing budget went t o  high- 
ways. 

TABLE 23 .  - -RELATIVE SHARES OF MAJOR OPERATING EXPENDITURES* 
AMONG TYPES OF MUNICIPALITIES, 1966 

(Percent) 

Centra l  c i t y  
Balanced 
I n d u s t r i a l  
Res iden t ia l  

High income 
Medium income 
Low income 

Urban a rea  suburb 
Median 
Incorporated 

ou t s ide  urban a r e a  
Unincorporated 

o u t s i d e  urban a rea  

General Health and High- 
Government Po l ice  F i r e  San i ta t ion  way 

Recrea- 
t i o n  To ta l  

*The f i g u r e s  presented here  a r e  the  mean of r e l a t i v e  shares  i n  each expenditure item 
f o r  individual  munic ipa l i t i e s  i n  each c l a s s .  

Source: Computed from f i g u r e s  obtained from the  Annual Report of Municipal Clerk,  
S t a t e  Bureau of Municipal Audit, Madison, Wisconsin. 

The r e l a t i v e  shares  of ind iv idua l  expenditures have changed somewhat l a t e l y .  
I n  1960, the  l a r g e s t  share  went t o  highways f o r  a l l  types  of munic ipa l i t i e s ,  b u t - f o r  
c e n t r a l  c i t y  and i n d u s t r i a l  m u n i c i p a l i t i e s  the  highway i tem i s  now replaced by p o l i c e  
and fire respec t ive ly  a s  the  l a r g e s t .  For high income r e s i d e n t i a l  u n i t s  a l s o ,  f i r s t  
p lace  i s  now shared between p o l i c e  and highways. The heavy ou t l ay  on highways i n  the  
past  severa l  yea rs  perhaps reduced s u b s t a n t i a l l y  t h e i r  operat ing expenses. For t h e  
medium and low income r e s i d e n t i a l  and balanced munic ipa l i t i e s ,  highways were and s t i l l  
a r e  the  l a r g e s t  i tem i n  t h e  opera t ing  budget ( see  Appendix Table B-4). 

The l eve l  of expenditures per c a p i t a  has increased s ince 1960 f o r  a l l  types  of 
munic ipa l i t i e s ,  more s i g n i f i c a n t l y  f o r  r e s i d e n t i a l  munic ipa l i t i e s .  We note i n  Table 2 4  
t h a t  i n  per c a p i t a  expenditures the  d i f fe rences  between the  c e n t r a l  c i t y  and the  high 
income r e s i d e n t i a l  and i n d u s t r i a l  munic ipa l i t i e s  have increased during the  past  years .  
The increased d i f fe rences  a r e  a l s o  observed between the high income r e s i d e n t i a l  and the 
low income r e s i d e n t i a l  groups (see  Appendix Table B-4). 



TABLE 24.--MEAN PER CAPITA TOTAL OPERATING EXPENDITURES* 
AElDNG TYPES OF MUNICIPALITIES, 1966, 1960 

Central city 
Balanced 

1966 1960 
Amount Index Amount Index 

Industrial 142.9 175.9 120.2 170.7 
Residential 
High income 118.5 145.9 84.9 120.6 
Medium income 55.8 68.6 44.5 63.2 
Low income 47.9 58.9 36.8 51.1 

*The total is the sum of individual expenditure items which appear in 
Table 21 and does not include other minor items of expenditures. 

Source: See Table 21. 

School Expenditures 

Analysis of school expenditures is complicated by the fact that a school dis- 
trict and a municipality, especially a small one, do not necessarily share common bound- 
aries. The report of a school district is not broken down by the municipalities within 
it. Thus where a joint school district is involved, expenditures and enrollment were 
apportioned among municipalities according to their relative shares of population aged 
one through eighteen in the school district.l/ 

The central city, which exceeds the suburb in many nonschool expenditures, 
falls greatly behind the latter in school expenditures (see Table 25). With its per pu- 
pil operating expenditure of $508, the central city ranks twenty-eighth among the 29 
municipalities in the urban area around Milwaukee. The high income residential suburbs, 
with their figure of $762, exceed all others by a considerable margin. The balanced, 
industrial, and medium income residential suburbs spend comparable amounts in the 
$630-640 range while the low income residential suburbs, trailing most others, still 
exceed the central city. 

Surprising in the data presented in Table 25 is the difference in the expendi- 
ture variation between per pupil and per capita terms. In per pupil expenditures the 
suburb on the average exceeds the central city by 28 percent; in per capita expenditures 
the margin rose to 73 percent. 

1/ The Annual School District Report records population aged 1-18 residing in the dis- - 
trict by municipality. Apportioning enrollment and expenditures in this manner seems 
appropriate since the relative share of pupil enrollment would most likely reflect the 
relative share of the population in this age group. There may be cases where a munici- 
pality's share of pupil enrollment is larger or smaller than its share of school age 
population. But, in general, the municipalities that share a joint school district are 
similar in socioeconomic characteristics and any distortion that may result from this 
method is likely very insignificant. 



TABLE 25. --MEAN PER CAPITA AND PER PUPIL SCHOOL OPERATING EXPENDITURES 
W N G  TYPES OF MUNICIPALITIES, 1965-1966 

Per Pupi l  Per Capi ta  
Operating Operating 

Expenditures Expenditures 
Amount Index Amount Index 

Cen t ra l  c i t y  
Balanced 
I n d u s t r i a l  
Res iden t i a l  

High income 
Medium income 
Low income 

Urban a r e a  suburb 
Median 

Source: Annual Report of School D i s t r i c t ,  P a r t  I ,  11, and I V ,  S t a t e  
Department of Publ ic  I n s t r u c t i o n ,  Madison, Wisconsin. 

The explanat ion w i l l  be  found i n  demographic d i f f e r e n c e s  which e x i s t  between 
t h e  c e n t r a l  c i t y  and the  suburb. I n  Table 26 we note  t h a t  i n  1965-66 t h e  c e n t r a l  c i t y  
had a  f a r  smal ler  share  of popula t ion aged 1-19, which i n  t u r n  exp la ins  t h e  s i g n i f i -  
c a n t l y  smal ler  propor t ion of average d a i l y  a t tendance (ADA) t o  t h e  t o t a l  population.  
The c e n t r a l  c i t y ' s  13.7 percent ADA compares wi th  t h e  s u b s t a n t i a l l y  h igher  r a t i o  of 18.5  
percent f o r  t h e  suburb a s  a  whole. Here i s  s t r i k i n g  evidence t h a t  pa ren t s  wi th  c h i l d r e n  
p r e f e r  a  r e s i d e n t i a l  suburb t o  the  c e n t r a l  c i t y  o r  any business-or iented a r e a L /  

TABLE 26.--MEAN RATIO OF POPULATION AGED 1-19 AND ADA TO TOTAL POPULATION 
AMONG TYPES OF MUNICIPALITIES, 1965-1966 

Cen t ra l  c i t y  
Balanced 
I n d u s t r i a l  
Res iden t i a l  

High income 
Medium income 
Low income 

Urban a r e a  suburb 
Median 

Source: See Table 25. 

Popula t ion 
1 - 1 9 / ~ o t a l  
Popula t ion 

A ~ ~ / ~ o t a l  
Popula t ion 

1/ The r a t i o  of ADA t o  popula t ion which i s  c e r t a i n l y  r e l a t e d  t o  the  r a t i o  of school - 
age population t o  the  t o t a l  population,  may a l s o  be inf luenced by o t h e r  f a c t o r s ,  such 
a s  r e l a t i v e  sha re  of parochia l  pup i l s  and school dropouts.  To separa te  these  a s p e c t s  
the  r a t i o s  of ADA t o  population 1-19 a r e  compared among types  of m u n i c i p a l i t i e s .  

(continued) 



The r e l a t i v e  p i c t u r e ,  a s  we may no te  i n  Table  27, h a s  remained l a r g e l y  un- 
changed f o r  t h e  p a s t  s e v e r a l  y e a r s .  I n  1960, t h e  c e n t r a l  c i t y  was s t i l l  t h e  l owes t ,  t h e  
h igh  income r e s i d e n t i a l  by f a r  t h e  h i g h e s t ,  and t h e  low income r e s i d e n t i a l  r e l a t i v e l y  
low but  s t i l l  h ighe r  t h a n  t h e  c e n t r a l  c i t y .  

TABLE 27.--MEAN PER PUPIL EXPENDITURES 
AMONG TYPES OF MUNICIPALITIES, 1959-1960 

P e r  P u p i l  
Opera t ing  Expendi tures  
Amount Index 

Cen t r a l  c i t y  
Balanced 
I n d u s t r i a l  
R e s i d e n t i a l  

High income 
Medium income 
Low income 

Urban a r e a  suburb 
Median 

Source: Computed from t h e  f i g u r e s  ob ta ined  i n &  
nua l  Report  of  School D i s t r i c t  t o  S t a t e  
Super in tendent  of P u b l i c  I n s t r u c t i o n .  

The c o e f f i c i e n t  of  v a r i a t i o n  i n  pe r  pup i l  expend i tu re s  h a s  decreased  from 19.6 
i n  1959-60 t o  15 .1  i n  1965-66. We a l s o  observe  t h a t  t h e  spread  i n  per  pup i l  expendi-  
t u r e s  between t h e  h igh  income r e s i d e n t i a l  suburbs and o t h e r  l e s s  a f f l u e n t  suburbs  h a s  
decreased  r e l a t i v e l y .  

SHARED TAXES, CREDITS, AND AIDS 

Wisconsin i s  widely  known f o r  i t s  w i l l i n g n e s s  t o  s h a r e  i t s  r e sou rces  w i t h  i t s  
m u n i c i p a l i t i e s .  Having observed v a r i o u s  d i s p a r i t i e s  among t h e  urban a r e a  mun ic ipa l i -  
t i e s  of  Milwaukee, we now examine t h e  i n f l u e n c e s  of v a r i o u s  S t a t e  fund t r a n s f e r s  upon 
t h e s e  d i s p a r i t i e s .  

Shared Taxes 

The s t a t e  r e t u r n s  uncond i t i ona l ly  t o  m u n i c i p a l i t i e s  a  major s h a r e  o f  t h r e e  im- 
p o r t a n t  t axes - - the  i n d i v i d u a l  income t a x ,  t h e  c o r p o r a t e  income t a x ,  and t h e  valorem 
pub l i c  u t i l i t y  t a x .  The b a s i s  of  d i s t r i b u t i o n  i n  a l l  c a s e s  i s  t h e  p l ace  o f  o r i g i n .  
The most p l a u s i b l e  r a t i o n a l e  f o r  t h i s  d i s t r i b u t i o n  i s  t h a t  t h e  s t a t e  h a s  s u p e r i o r  power 
of  t a x a t i o n ,  a t  l e a s t  i n  terms o f  a d m i n i s t r a t i o n .  

(Continued) Although t h e  c e n t r a l  c i t y  and balanced communities appear  t o  have somewhat 
l a r g e r  s h a r e  of  pa roch ia l  enro l lment  and p o s s i b l y  i n  dropouts  a l s o ,  t h e s e  c h a r a c t e r i s -  
t i c s  do not  seem s i g n i f i c a n t  i n  a f f e c t i n g  t h e  r a t i o  of ADA t o  t o t a l  popu la t ion .  



TABLE 28.--MEAN PER CAPITA SHARED TAXES 
AMONG TYPES OF MUNICIPALITIES, 1966 

Centra l  c i t y  
Balanced 
I n d u s t r i a l  
Resident ia l  

High income 
Medium income 
Low income 

Urban area  suburb 
Median 

Ind iv idua l  
Income Tax 

Amount Index 

Corporate 
Income Tax 

Amount Index -- 
U t i l i t y  Tax 

Amount Index 
Tota l  

Amount Index 

Source: Taxes, Aids, and Shares i n  Wisconsin Munic ipa l i t i e s ,  1966, Department of Taxa- 
t i o n ,  Madison, Wisconsin. 

The t o t a l  amount of individual  income taxes  shared with  the  29 urban a rea  munic- 
i p a l i t i e s  was $28.6 mi l l ion  i n  1966; the  amount of the  shared corporate  income t a x  was 
$15.9 mi l l ion ;  and t h a t  of the u t i l i t y  t ax  was $11.4 mi l l ion .  

The high income r e s i d e n t i a l  suburbs benef i ted most from the shared ind iv idua l  
income tax.  With t h e i r  $101 per cap i t a  they exceeded o t h e r  r e c i p i e n t s ,  except the  medium 
income r e s i d e n t i a l  u n i t s ,  i n  a  f ive- to-one r a t i o .  The i n d u s t r i a l  u n i t s  were predominant 
b e n e f i c i a r i e s  of the  shared corporate  income t a x ,  wi th  $60 per cap i t a .  I n  t h i s ,  the  bal-  
anced suburbs and the  c e n t r a l  c i t y  fa red  b e t t e r  than r e s i d e n t i a l  suburbs, thus  p a r t i a l l y  
making up f o r  t h e i r  disadvantage i n  t h e  individual  income tax  share.  Of the  u t i l i t y  t a x ,  
the  main b e n e f i c i a r i e s  were again  the  i n d u s t r i a l  u n i t s ;  t h e i r  $93 per c a p i t a  compared 
with  l e s s  than $10 per cap i t a  f o r  o the r  groups. 

To ta l l ing  a l l  t h r e e  t axes ,  and because of the  place-of-or igin  formula, the  in -  
d u s t r i a l  suburbs, wi th  $175 per c a p i t a ,  and the  high income r e s i d e n t i a l  suburbs, wi th  
$110, received, r espec t ive ly ,  four-and-one-half times and near ly  t h r e e  times t h e  amount 
received by the  c e n t r a l  c i t y .  The balanced suburbs fared b e t t e r  than the  c e n t r a l  c i t y ,  
though not s i g n i f i c a n t l y .  The medium income r e s i d e n t i a l  suburbs,  i n  s p i t e  of t h e i r  con- 
s ide rab le  advantage i n  the  individual  income t a x  share ,  fared about even with  the  cen- 
t r a l  c i t y  because of the  o f f s e t t i n g  disadvantage of lacking the  corporat ion income t a x  
share.  The low income r e s i d e n t i a l  suburbs,  though comparable wi th  the  c e n t r a l  c i t y  i n  
t h e i r  sha re  of  individual  income tax ,  received the  l e a s t  i n  t o t a l .  

The highway p r i v i l e g e  t a x  and l i q u o r  t ax ,  a l s o  shared with  l o c a l  governments, 
involve only minor amounts. The payment of the  highway p r i v i l e g e  t a x  i s  based on the  
number of c a r s  and t rucks  r e g i s t e r e d  whi le  t h a t  of the  l i q u o r  t a x  i s  based on population. 



TABLE 29.--MEAN PER CAPITA HIGHWAY PRIVILEGE TAX AND LIQUOR TAX SHARES 
AMONG TYPES OF MUNICIPALITIES, 1966 

C e n t r a l  c i t y  
Balanced 
I n d u s t r i a l  
R e s i d e n t i a l  

High income 
Medium income 
Low income 

Highway 
P r i v i l e g e  

Tax 
Liquor  

Tax 

*The pe r  c a p i t a  f i g u r e s  were de r ived  by d i v i d i n g  t h e  1966 payments by 
t h e  e s t ima ted  1966 popula t ion .  Although t h e  payments a r e  made on 
popu la t ion  b a s i s  t h e  pe r  c a p i t a  f i g u r e s  a r e  not  equal  because popula- 
t i o n  t r e n d s  v a r i e d  among m u n i c i p a l i t i e s  s i n c e  1960 wh i l e  t h e  paynent 
was based on t h e  1960 popula t ion .  

Source: See Table  28. 

P rope r ty  Tax C r e d i t  

The p rope r ty  t a x  c r e d i t  was enacted  i n  1961 concomitant  t o  t h e  newly imposed 
Wisconsin S e l e c t i v e  S a l e s  Tax. A p a r t  of  t h e  s a l e s  t a x  revenue was set a s i d e  t o  h e l p  
r e l i e v e  t h e  l o c a l  p rope r ty  t a x  burden. Under t h e  program, t h e  fund i s  a l l o c a t e d  on t h e  
b a s i s  of  t h e  p rope r ty  t a x  e f f o r t ,  measured i n  t e r n s  of  f u l l  v a l u e  r a t e ,  and on t h e  
e q u a l i z e d  v a l u a t i o n  f o r  each  mun ic ipa l i t y .  

The p rope r ty  t a x  c r e d i t  i s  d iv ided  i n t o  two c a t e g o r i e s ,  r e a l  e s t a t e  t a x  c r e d i t  
and s t o c k  t a x  c r e d i t ,  t h e  l a t t e r  r e p r e s e n t i n g  t h e  c r e d i t  g iven  t o  t h e  s p e c i f i c  i tems of  
pe r sona l  p rope r ty  .L/ 

1/ A f t e r  f u l l  v a l u e  r a t e s  f o r  t h e  t h r e e  preceding  y e a r s  a r e  averaged,  1 4  m i l l s  a r e  - 
s u b t r a c t e d  therefrom. Th i s  g i v e s  u s  " the  t h ree -yea r  average  f u l l  v a l u e  r a t e  ove r  14  
mi l l s . "  Then we o b t a i n  t h e  c u r r e n t  "net" equa l i zed  v a l u a t i o n  by adding t h e  r e a l  prop- 
e r t y  and t h e  pe r sona l  p rope r ty  e x c l u s i v e  of  l i v e s t o c k ,  merchants '  i n v e n t o r i e s ,  and manu- 
f a c t u r e r s '  m a t e r i a l s  and s u p p l i e s .  Mul t ip ly ing  t h e  f u l l  va lue  r a t e  ob t a ined  above i n t o  
t h i s  equa l i zed  v a l u a t i o n ,  we d e r i v e  "levy ove r  14  m i l l s . "  Now t o  de termine  t h e  amount 
of  t h e  t a x  c r e d i t ,  t h i s  levy  i s  m u l t i p l i e d  by an  apport ionment f a c t o r  de r ived  by d i -  
v i d i n g  t h e  t o t a l  fund a l l o c a b l e  by t h e  aggregate  of  t h e s e  l e v i e s .  The t o t a l  fund s e t  
a s i d e  f o r  t h e  p rope r ty  t a x  c r e d i t  i n  1966 was $48.5 m i l l i o n  and t h e  apport ionment f a c -  
t o r  was .149277. 



TABLE 30.--MEAN PER CAPITA GENERAL PROPERTY TAX CREDIT 
AMONG TYPES OF MUNICIPALITIES, 1966 

Central c i t y  
Balanced 
Indus t r i a l  
Residential 

High income 
Medium income 
Low income 

Urban area suburb 
Median 

Real Es ta te  
Tax Credit 

Stock Tax 
Credit Total 

Source: See Table 28. 

The two par t s  of t h i s  a l loca t ion  formula work against each other .  Reliance on 
the property tax r a t e  introduces an equalizing e f f ec t .  Thus, the cent ra l  c i t y ,  whose 
valuation i s  lowest of a l l  (see Table l l ) ,  receives more than the low income suburb, be- 
cause the cent ra l  c i t y ' s  tax r a t e  i s  highest of a l l  (see Table 4) .  

However, the other  part of the formula--equalized per capi ta  valuation--tends 
t o  undo t h i s  e f fec t .  Table 30 shows tha t  the indus t r ia l  and high income res ident ia l  
suburbs receive the highest c red i t  on t h e i r  property tax,  although t h e i r  tax r a t e  i s  
comparatively low. Low man on the totem pole i s  the low income suburb, which su f f e r s  
from both low tax and low valuation. Thus, while i n  the f i n a l  analysis ,  there  i s  an 
element of equalization, the r ea l  e s t a t e  tax c r ed i t  provides the la rges t  r e l i e f  per 
capi ta  fo r  the two groups of municipalities t ha t  a r e  r iches t  i n  f i s c a l  resources. 

Although, under the stock tax c r ed i t  formula, personal propert ies  ( l ivestock,  
merchants' inventories,  manufacturers' mater ials ,  and supplies) have only .6 of  the tax 
c r ed i t  potent ial  of the property tax formula, indus t r ia l  un i t s  gain tremendously. The 
balanced suburbs and the cent ra l  c i t y ,  though they do not compare with the i ndus t r i a l  
area,  do b e t t e r  than the res ident ia l  suburbs. Indeed, the stock tax c r ed i t  more than 
makes up fo r  the disadvantage these two face with regard t o  the r ea l  e s t a t e  tax c red i t .  
The combination of the  two c red i t s  enabled the balanced un i t s  and the cent ra l  c i t y ,  with 
respective t o t a l  per capi ta  c r ed i t s  of $33 and $31, subs tan t ia l ly  t o  exceed a l l  residen- 
t i a l  suburbs. (Among the res ident ia l  suburbs, the low income un i t s  received the  small- 
e s t  amount--$I7 per capi ta . )  But the  i ndus t r i a l  un i t s ,  with almost the lowest popula- 
t i on  of a l l  (9,334--1/84th t ha t  of the cent ra l  c i t y )  were f a r  and away the high scorers  
on t o t a l  per capi ta  c r ed i t s  with $96.66 (see Appendix B ,  Table B-1). 

Homestead Relief Credit 

Under the recently enacted homestead r e l i e f  c r ed i t ,  persons 65 o r  over with 
annual earnings of l e s s  than $3,500 are  e n t i t l e d  t o  a c r ed i t  on t h e i r  property tax (for  
homeowners) o r  t h e i r  ren t  ( for  renters) .  The c r ed i t ,  which r i s e s  t o  a maximum of $300, 
i s  a portion of the property t a  paid o r  of 25 percent of the ren t ,  the portion t o  de- 17 c l i n e  with increase i n  income.- 

1/ I f  a person pays $150 i n  property tax o r  $600 i n  annual rent  (25 percent of which - 
i s  $150) and earns $1,000 during the year, f o r  instance, h i s  r e l i e f  c r ed i t  w i l l  be 

(continued) 



The credit helps senior citizens who are poor and the central city and the low 
income municipalities benefit more than any other type of unit. The total sum involved 
in the program, however, was only $5.2 million for the entire state (the number of bene- 
ficiaries being a little less than 60,000) in 1966. This is slightly over l/lOth of the 
total general property tax credit for that year. 

Aids - Highway 
Highway and school aid comprise the two main items of state aid given directly 

to municipalities and school districts. Shown in Table 31 are the highway aids, which 
include the basic and supplemental allotments, and the payment for connecting streets 
and bridges as specified. Because of a millage factor in the aid formula, the per 
capita aid is larger for the more sparsely populated residential suburbs. The amount 
involved is insignificant, however, and its variation among types of municipalities is 
small. 

TABLE 31.--MEAN PER CAPITA STATE HIGHWAY AIDS 
AMONG TYPES OF MUNICIPALITIES, 1966 

Per Capita 
Highway Aids 

Central city 
Balanced 
Industrial 
Residential 
High income 
Medium income 
Low income 

Urban area suburb 
Median 

Source: See Table 28. 

Aids - School 
School aid, we find, represents the only element in the whole state transfer 

system which provides a substantial, if capricious, equalizing influence. 

For aid purposes, school districts are classified as basic and integrated and 
(subclassified) by organization into 1-8, 9-12, and 1-12 grade types. An integrated 
school district provides a better quality education (as judged by standards of teacher 
qualification, curriculum, and facilities) and receives more statutory aid.l/ Three 
basic factors determine school aid: (1) property valuation per pupil (the lower the 
valuation, the more aid), (2) educational quality, and (3) organization of the school 
district. The first of these is obviously intended to equalize, the second to promote 

(Continued) $77.70 while one with the same tax or rent paid but with $2,000 income re- 
ceives a smaller credit of $32.70. If one pays $300 in property tax or $1,200 in annual 
rent and earns $1,000, he receives a credit of $213.30, while one with $3,000 income re- 
ceives $43.50. 

1/ Wisconsin Statutes, Secs. 40-67 through 40-71. - 
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educat ional  s tandards ,  and the  t h i r d  t o  allow f o r  d i f fe rences  i n  t h e  c o s t  of operat ing 
elementary schools and high schools.  

Under the  equa l i za t ion  formula, each school d i s t r i c t  i s  guaranteed a  minimum 
property va lua t ion  per r es iden t  pupi l .  The following schedule shows the  guaranteed 
v a l u a t i o n  f o r  va r ious  a i d  c l a s s i f i c a t i o n s .  

TABLE 32.--GUARANTEED VALUATION SCHEDULE, 1965-1966 

C l a s s i f i c a t i o n  

Basic 
1 - 8  
9  - 12 
K o r  1 - 12 

I n t e g r a t e d  
1 - 8  
9 - 12 
K o r  1 - 12 

Guaranteed 
Valuation 
Per Pupi l  

Source: S t a t e  Department of Publ ic  I n s t r u c t i o n ,  
Madison, Wisconsin. 

A s  t h e  f i r s t  s t e p  i n  determining a i d ,  the  required minimum ne t  per pupi l  opera- 
t i n g  c o s t  i s  s e t .  This i s  then divided by t h e  guaranteed v a l u a t i o n  t o  y i e l d  a  mil lage 
f a c t o r .  The amount of a i d  i s  f i n a l l y  determined by mult ip lying t h i s  f a c t o r  i n t o  the  ex- 
c e s s  of guaranteed va lua t ion  over the  measured per pupi l  v a l u a t i o n . l /  

I n  1965-66, 93.7 percent of the  pup i l s  i n  ad jus ted  d a i l y  membership (ADM) were 
a t t end ing  i n t e g r a t e d  K o r  1-12 grade d i s t r i c t s .  An a d d i t i o n a l  5.2 percent were i n  i n t e -  
g r a t e d  1-8 o r  9-12 grade d i s t r i c t s ,  and t h e  balance of 1.1 percent was enro l l ed  i n  the  
d i s t r i c t s  c l a s s i f i e d  a s  bas ic .  This means t h a t  f o r  most of the  school d i s t r i c t s  the  
guaranteed va lua t ion  per pupil  was $34,000. Of the  18 Milwaukee school d i s t r i c t s ,  a s  
many a s  13 d i s t r i c t s  had q u a l i f i e d  f o r  school a i d  on t h e  b a s i s  of per pupi l  va lua t ion .  

Under t h e  S t a t u t e ,  a  d i s t r i c t  exceeding t h e  guaranteed v a l u a t i o n  i s  e n t i t l e d  t o  
a  f l a t  a i d  according t o  the  schedule shown below. 

1/ I f ,  f o r  ins tance ,  the  net  operat ing cos t  per pupi l  i s  $408 and t h e  guaranteed valua-  - 
t i o n  i s  $34,000, t h e  required operat ing levy r a t e  would be equal t o  408/34,000 o r  12 
m i l l s .  Now, suppose a  d i s t r i c t  has  $26,000 i n  va lua t ion ,  t h e  d i s t r i c t  could produce 
$26,000 x 12 ( m i l l s )  o r  $312 of t h e  amount needed, and t h e  s t a t e  would provide $8,000 x  
12 (mi l l s )  o r  $96 per pupi l .  



TABLE 33.--nAT AID SCHEDULE 

Aid Classification Elementary High 

Basic 
K or 1-8 
9- 12 
K or 1-12 

Integrated 
K or 1-8 
9-12 
K or 1-12 

Source: State Department of Public Instruction, 
Madison, Wisconsin. 

Because most of the school districts are in the integrated 1-12 grades, the flat aid 
typically amounts to $55 per pupil. Considering that in 1965-66 the combined equalizing 
and flat school aid for the entire urban area of Milwaukee averaged $123.50 per pupil, 
this flat figure of $55 seems quite generous especially when it is extended to communi- 
ties that need it less. 

To examine the pattern of aid distribution among types of municipalities we 
present in Table 34 the per pupil and per capita school aids. The amounts paid to 
school districts are attributed directly or by adjustment (when a district and a munici- 
pality are not coterminous) to municipalities. 

TABLE 34.--MEAN AND MEDIAN PER PUPIL AND PER CAPITA SCHOOL AIDS 
AMONG TYPES OF MUNICIPALITIES, 1965-1966 

Central city 
Balanced 
Industrial 
Residential 
High income 
Medium income 
Low income 

Urban area suburb 

Per Pupil 
Mean Median 

Per Capita 
Mean Median 

Source: See Table 28. 

We note, first, that among residential suburbs there is a significant equaliz- 
ing tendency. Per pupil and per capita, the low income residential units greatly ex- 
ceed the high and medium income units. Their differences are greater when the median, 
instead of the mean, values are compared. Surprisingly, however, school aid places the 
central city in the least favored class. The per pupil aid received by the central city 
was even lower than the mean per pupil aid for the high-income residential suburbs. The 
disadvantage of the central city is more striking in terms of per capita aid. While the 
equalizing pattern is consistent among the residential groups, the per capita aid for 



the central city was barely one-fourth the amount received by the low income residential 
suburbs and approximately one-third the amount for the medium income residential suburbs. 
Why is it, one may wonder, that the central city, with the lowest per capita valuation, 
fares so poorly in school aid? 

Under the statute the per pupil valuation determines the aid within each aid 
classification and the central city varied considerably from the others in demographic 
characteristics. With respect to the latter, the ratio of population aged 1-19 to.the 
total population for the central city (Table 26) was 32.5 percent, in contrast to the 
suburban average of 41.8 percent. In the ratio of average daily attendance to popula- 
tion aged 1-19, furthermore, the central city was again the lowest (though the variation 
here was small), attributable perhaps to their larger relative share of parochial pupils, 
dropouts, or both. These were then finally reflected in their low ratio of ADA to total 
population; the central city's 13.7 percent varies greatly from the suburban average of 
18.5 percent. Thus, although the central city ranked 16th in per capita valuation among 
the 19 municipalities of Milwaukee County in 1966, it ranked 6th in per pupil valuation 
among the county's 18 school districts. 

The relatively high figures for the industrial units also would seem strange in 
view of their high per capita valuations. The explanation here, justification aside, is 
simple. Utility properties, with which they are well endowed, are not included in valu- 
ation for school aid purposes. These properties are assessed and taxed by the state, 
remaining outside local control. Nearly two-thirds of the taxes collected, however, are 
returned to the municipality. Thus, properties in this class represent a bonanza for 
the latter. 

The low amounts of aid for the balanced suburbs may be explained by the rela- 
tively high per capita valuation (attributable to their business properties) and the low 
ratio of ADA to population (their 15.9 percent was higher than the central city's but 
substantially lower than the suburban average of 18.5 percent). The two factors yield 
a high per pupil valuation and in turn a low school aid. 

Among suburbs, school aid exerts an equalizing influence, but in a capricious 
way. The balanced units, for instance, which are much poorer than even the central city, 
compare very unfavorably in school aid with the medium and low income residential units; 
in terms of the median they are exceeded by all but the high income residential units, 
with which they fare about equally. From the central city's point of view, school aid 
is highly disequalizing. 

School aid is a functional aid and its benefit perhaps may be measured in per 
pupil terms. Nevertheless, if relieving the local tax burden is ultimately the objec- 
tive, such relief ought to be measured in per capita terms. Even aside from its capri- 
cious nature, per capita school aid is only a relatively moderate tax reliever or equal- 
izer. The difference in school aid between the most favored low income residential 
suburbs ($38 per capita) and the high and medium income residential suburbs ($15 and 
$28 respectively) is rather small in contrast to the reverse differences in other state 
payments, notably in shared income taxes. 

APPRAISAL OF SHARED TAXES, CREDITS, AND AIDS 

Shared Taxes 

Without challenging the view that shared taxes are a device for utilizing the 
state's superior taxing power, one may be critical of the present methods of sharing. 
This criticism would center on the rationale of choosing a municipality's own effort or 
own resources as the basis for allocation. 



A community, be it an industrial enclave or a high income residential community, 
which is a part of the larger integrated area, can hardly establish its position without 
reference to the rest of the area. One may thus argue that various public services pro- 
vided in an urban area are jointly needed and demanded and the financing of these ser- 
vices must be done jointly also. If we reason that taxes are collected for public ser- 
vices, that the effects of such services often benefit more than one jurisdiction and 
that, therefore, the public services in an urban area must in large measure be supported 
by joint effort, the shared taxes then should not be paid separately to individual mu- 
nicipalities but to a joint fund. Lacking metropolitan government or a similar agency, 
allocation of these funds to the county (or counties) would be a great improvement. If 
joint operathon of functions of area-wide concern is politically unfeasible at the 
county (or multi-county) level, the funds in question may be allocated directly to the 
municipalities, largely on the basis of population, as the simplest and perhaps the best 
available index of need for public expenditures. 

Because the aggregate amounts involved in shared taxes are large and the varia- 
tion in payments among the municipalities, great, other state transfers, with or without 
specific intent to reduce intermunicipal fiscal disparities, are of limited value. The 
mean per capita total shared taxes varied from $33 to $175 among types of municipalities 
while among individual municipalities it varied more widely, from $21 to $233. In con- 
trast, under the school aid program, the mean per capita aid varied within a narrower 
range of $9 to $38 among groups and $8 to $65 among individual municipalities. 

Table 35 shows the ratios of shared taxes to the property tax levy for respec- 
tive types of municipalities; the figures represent the required increases in the tax 
levy which would be required to replace the shared taxes (for the present level of ex- 
penditures). The ratios are far greater for the industrial and high income residential 
suburbs, signifying the greater relief they receive from shared taxes. Their 36.7 and 
39.0 percent compares with the lower ratios ranging from 18.5 to 22.2 percent for other 
groups of municipalities. Among individual municipalities, these ratios vary far more 
widely, from as low as 15.6 percent to as high as 136.6 percent. 

TABLE 35.--SHARED TAXES* AS PERCENTAGE OF 
PROPERTY TAX LEVY 

Shared Taxes 
Mean Per Capita Mean Per Capita As Percent of 
Property Tax Lavy Shared Taxes Tax ~evy** 

Central city $211 $ 39.05 - 18.5% 
Balanced 236 48.10 20.4 
Industrial 47 5 174.56 36.7 
Residential 
High income 287 109.75 39.0 
Medium income 198 40.59 20.5 
Low income 148 33.10 22.2 

*Includes individual income tax, corporate income tax, and utility tax 
shares. 

**Figures shown here are the mean of the ratios of shared taxes to the 
tax levy for individual municipalities and do not necessarily equal' 
the figures derived by dividing the second column figures by the first. 

Great fiscal disparities, we have already noted, exist among the municipalities 
of the Milwaukee Metropolitan Area. We now observe that the state's shared tax programs 
significantly aggravate the situation. 



Tax Credits 

Property tax credit is given to practically all municipalities, but the poorest, 
and the ones who need the most, get the least. The mean per capita credit of $11.70 for 
low income municipalities, for instance, is barely one-half the amount received by the 
industrial and high income residential units. Among individual municipalities the varia- 
tion is greater, ranging from $8.00 for a low income municipality to $38.60 for a high 
income municipality. As was pointed out earlier, the stock (personal property) tax 
credit offsets this to some extent. 

How the rate of 14 mills was derived, as the minimum rate to qualify for credit, 
is difficult to fathom. But if the tax credit is to aid those municipalities under a 
fiscal strain, the full value rate of 14 mills can hardly be considered as the beginning 
of distress. The central city levies the rate of 40.7 mills and there are many (as many 
as 13 in 1966) municipalities in the urban area of Milwaukee which levy rates higher 
than 30 mills. A minimum rate substantially higher than the existing level would provide 
the tax credit where it is needed in a more generous amount. 

Beyond 14 mills, it should be noted, each mill is worth more in credit the 
higher the per capita valuation. This means that the incentive is greater for property- 
rich municipalities to levy more and spend more with the expectation that a part of the 
extra bill will be taken up by the tax credit. A sufficiently higher minimum rate as 
the basis of qualification for credit not only would enable more concentrated help but 
would also minimize the "extravagance" in public expenditures which may be induced by 
tax credit. 

Tae homestead relief credit definitely has an equalizing effect, although it is 
only a minor item in the total picture. It may be pointed out, however, that the credit 
discriminates against the poor homeowner who lives in a low value house. He receives 
little or no credit because the tax is negligible, and for him the rent provision is 
irrelevant. 

Evaluatjon of School Aid 

The most critical question regarding school aid concerns the use of the 
pupil valuation as the basis of determining need, rather than per capita valuation. 
Supposedly this measures a comunity's capacity to finance its school needs. However, 
since the aid is meant to relieve the local tax burden, the capacity measure in this 
context should be related to the overall fiscal pressure which is a function of fiscal 
resources and needs. If the need is better approximated by total population than by 
student population, the more relevant criterion of capacity would be per capita rather 
than per pupil valuation. The difference between the two criteria is evident in view 
of the demographic differences among municipalities. The central city, for instance, 
is poor as indicated by per capita valuation or in per capita income and less capable 
of financing public services, school or nonschool, but because of the low ratio of 
pupil to population its per pupil valuation is brought up to a disproportionately 
higher level. This, however, does not change the fact that the central city is finan- 
cially more handicapped than most other municipalities. 

Since school aid is functional aid, the amount of aid must vary by the number 
of pupils, but the student population itself should not have any bearing in determining 
the fiscal capability of the municipality in question. In other words, the criterion 
for determining the ability to finance should be distinguished from the one determining 
the amount of aid. When this is done, we will be able to eliminate the capricious fea- 
ture in the school aid. The central city, we recall, received $68 per pupil ($9 per 
capita), which compares very unfavorably with the suburban average of $135 per pupil 
($26 per capita). Per pupil valuation as the criterion for determining the need is not 
only conceptually indefensible, but the pattern of aid distribution it leads to is a 
difficult one to justify. 



I n  the  i n t e r e s t  of more concentrated school a i d ,  t h e  present  f l a t  a i d  provis ion 
might be e l iminated.  Most r e c i p i e n t s  o f  t h i s  a i d  do not  need t h i s  amount, and f o r  them 
i t  i s  no t  very  much of an a i d  anyway. 

The d i s t i n c t i o n  between bas ic  and i n t e g r a t e d  l e v e l ,  a s  an i n c e n t i v e  t o  promote 
q u a l i t y ,  may have contr ibuted g r e a t l y  t o  t h e  e l imina t ion  o f  many one o r  two room schools  
i n  the  p a s t ,  but  t h e  low standard s e t  f o r  the  d i s t i n c t i o n  (98.9 percent  of ADM a r e  i n  t h e  
i n t e g r a t e d  d i s t r i c t s  a t  present)  achieves  ha rd ly  any purpose now. Use of a more r igor -  
ous s tandard wi th  r e spec t  t o  s i z e  and q u a l i t  i n  a i d  c l a s s i f i c a t i o n  might induce more 
a c t i v e  improvement i n  educat ional  q u a l i t i e s . f /  Such a measure might be incorporated 
i n t o  the  scheme o f  school a i d  without i t s e l f  c o n f l i c t i n g  wi th  t h e  purpose of equa l i z ing .  

Overal l  E f f e c t  

A l l  s t a t e  t r a n s f e r  payments combined, t h e  c e n t r a l  c i t y  received $88 per c a p i t a .  
This compares wi th  the  suburban average of $133. Over h a l f  of t h e  28 suburban munici- 
p a l i t i e s  received $112 o r  more i n  1966, whi le  only  t h r e e  munic ipa l i t i e s  received l e s s  
than t h e  c e n t r a l  c i t y . 2 /  

TABLE 36. --MEAN PER CAPITA TOTAL STATE TRANSFER PAYMENTS ,* 
THEIR PROPERTY VAJLUES EQUIVALENT, RATIO OF TAX LEVY 

AMONG TYPES OF MUNICIPALITIES, 1966 

A l l  T rans fe r s  Proper ty  Trans fe r s  
Combined Values As Percent  of 

Amount Index Equivalent Tax Levy 

Cen t ra l  c i t y  $ 87.7 100.0 32,656 
Balanced 113.8 129.8 3,446 
I n d u s t r i a l  314.6 358.9 9,531 
Res iden t i a l  

High income 161.4 184.0 4,888 
Medium income 103.8 118.4 3,145 
Low income 90.4 103.1 2,738 

Urban a r e a  suburb 132.5 151.1 
Median 111.8 127.5 

*S ta te  t r a n s f e r s  include income t a x  sha res ,  u t i l i t y  t ax  sha res ,  prop- 
e r t y  t a x  c r e d i t s ,  school a i d ,  highway a i d ,  highway p r i v i l e g e  t a x ,  and 
l i q u o r  t a x  share .  

Source: See Table 28. 

1/ A recen t  s tudy o f  high school c o s t s  suggests  t h a t  school  s i z e  i s  s i g n i f i c a n t l y  cor- - 
r e l a t e d  with t h e  per pupi l  c o s t ,  v a r i a t i o n  i n  q u a l i t i e s  taken i n t o  account.  When t h e  
s c a l e  economies a r e  s u b s t a n t i a l l y  s i g n i f i c a n t ,  a school a i d  formula which encourages 
mergers of schools  would deserve  a more favorable  considera t ion.  See John Riew, "Econ- 
omies of Sca le  i n  High School Operation," Review of Economics and S t a t i s t i c s ,  August, 
1966. 

2/ Outside the  c e n t r a l  c i t y ,  the  t o t a l  ranged from t h e  lowest o f  $84 t o  the  h i g h e s t  of - 
$339, t h i r d  and f i r s t  q u a r t i l e s  being $143 and $112 respec t ive ly .  



Among the  suburban munic ipa l i t i e s ,  the  i n d u s t r i a l  group tops a l l  o t h e r s  wi th  
t h e i r  h igh per c a p i t a  r e c e i p t  of $315. This amount, which exceeds t h e i r  own tax  levy 
of t h a t  year ,  i s  equivalent  t o  $9,531 i n  property v a l u e . l /  The corresponding value f o r  
the c e n t r a l  c i t y  i s  $2,656, t h e  lowest of a l l  groups of munic ipa l i t i e s .  These values 
represen t  property va lua t ions  which, taxed a t  the  average property t ax  r a t e  f o r  the  en- 
t i r e  Milwaukee urban a rea ,  would have yielded amounts equal t o  t h e i r  r e spec t ive  r e c e i p t s  
from t h e  s t a t e .  

The high income r e s i d e n t i a l  u n i t s ,  though f a r  below the  i n d u s t r i a l  u n i t s ,  
g r e a t l y  exceed the  r e s t .  Their per c a p i t a  r e c e i p t s  of $161 compare wi th  the  c e n t r a l  
c i t y ' s  $88 and the  low income r e s i d e n t i a l  u n i t s '  $90. The balanced and medium income 
r e s i d e n t i a l  suburbs received $113 and $103 respec t ive ly .  

The r a t i o  of the  s t a t e  payments t o  the  l o c a l  t a x  levy shown i n  Table 36 repre-  
s e n t s  t h e  required increase  i n  t a x  levy necessary t o  rep lace  the  s t a t e  t r a n s f e r  payments; 
i t  shows how important a tax r e l i e v e r  the  combined amount of  s t a t e  payments i s  f o r  the  
respec t ive  types of munic ipa l i t i e s .  On t h i s  score ,  t h e  low income r e s i d e n t i a l  suburbs 
f a r e  wel l .  Their  f i g u r e  of 68 percent i s  exceeded only by the  i n d u s t r i a l  suburbs.  This  
i s  l a r g e l y  due t o  the  low tax  levy ( r e f l e c t i n g  i n  p a r t  t h e i r  low va lua t ion)  and the high 
school a i d .  The high income r e s i d e n t i a l  u n i t s  a t  58 percent rank t h i r d .  The c e n t r a l  
c i t y  f a r e s  most unfavorably a t  42 percent;  un l ike  t h e  low income r e s i d e n t i a l  suburbs 
i t s  levy i s  high and the  school a id  low, and, unl ike  the  high income r e s i d e n t i a l  suburbs, 
i t s  shared t a x  r e c e i p t s  a r e  low. The balanced and medium income r e s i d e n t i a l  suburbs 
both show f igures  considerably higher  than the  c e n t r a l  c i t y 1 s . 2 /  

FEDERAL A I D  PROGRAMS 

The main items rece iv ing  federa l  a s s i s t a n c e  a r e  highways and urban development. 
Educational a i d  t o  the handicapped and a i d  under the Nat ional  Defense Education Act a r e  
unimportant i n  amount. 

Highways 

The f e d e r a l  government c u r r e n t l y  pays 90 percent of the  cos t  of cons t ruc t ion  of 
urban expressways. Thus f a r  Milwaukee County has  constructed 27.6 miles  of expressways 
a t  a c o s t  of $60 mi l l ion  t o  the  county and nine times t h a t  amount t o  the  f e d e r a l  govern- 
ment.?/ The s t a t e  now ( s ince  1966) reimburses the  county f o r  t h e i r  10 percent share ,  
but t h e  c o s t s  incurred i n  the  pas t  had been met by l o c a l  property taxes  l ev ied  f o r  the  
county's .purposes. Considering t h e  road l ayou ts ,  the  change i n  land values ,  the  
residence-to-work d i s t ances ,  the  expressways heav i ly  favor the  suburb. While t h e i r  
long-run e f f e c t  on c e n t r a l  a r e a  businesses and t h e i r  proper ty  values  remains t o  be seen, 
the  l o s s  of t axab le  p roper t i e s  f o r  the  c e n t r a l  c i t y  i s  immediate and t ang ib le .  The im-  
pact  on mass t r a n s i t ,  furthermore,  seems d e f i n i t e l y  unfavorable t o  the  c e n t r a l  c i t y  
res iden t s ;  reduced off-peak hour use  of buses,  because of increased use of automobiles,  
tends t o  inc rease  operat ing c o s t s  ( the  f a r e  was r e c e n t l y  r a i s e d  t o  30 cen t s  per r ide )  
and t o  make the whole t r a n s i t  system l e s s  e f f i c i e n t ,  e s p e c i a l l y  wi th  respec t  t o  se rv ice  

11 Derived by d iv id ing  t o t a l  r e c e i p t s  by the average f u l l  value  r a t e  f o r  the  e n t i r e  - 
Milwaukee urban area-- the  l a t t e r  being t h e  t o t a l  levy divided by the  t o t a l  f u l l  value  
f o r  the a rea .  

2 1  They exceed the  low-income r e s i d e n t i a l  u n i t s  i n  shared taxes  but t h e i r  l e v i e s  a r e  - 
higher  and school a i d s  lower. 
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frequency. A d e t a i l e d  s tudy of  the  d i s t r i b u t i o n a l  e f f e c t  of  t h e  f e d e r a l  a i d  po l i cy  i n  
t h i s  a r e a  i s  u rgen t ly  needed. 

Urban Development 

The Department of  Housing and Urban Development, under Pub l i c  Law 418, enables  
t h e  c i t y  t o  o f f e r  developers  c l ea red  land a t  a  favorable  p r i c e .  Cur ren t ly ,  t h e  f e d e r a l  
government provides two-thirds of  t h e  n e t  p r o j e c t  c o s t ,  t h e  remaining one- th i rd  being 
borne by t h e  c i t y .  

AS of  August 1967, approximately 600 apartment u n i t s ,  mainly f o r  middle income 
f a m i l i e s ,  have been b u i l t  under t h e  Juneau V i l l a g e  p r o j e c t  .ll Completion of t h e  p r o j e c t  
s u b j e c t  t o  adjustment w a i t s  f o r  g r e a t e r  occupancy ( l e s s  than 75 percent  o f  t h e  completed 
u n i t s  a r e  c u r r e n t l y  occupied).  I n  a d d i t i o n ,  t h e r e  w i l l  have been b u i l t  1,052 u n i t s  f o r  
t h e  e l d e r l y  and 254 u n i t s  f o r  low income l a r g e  f a m i l i e s  by t h e  end of t h e  c u r r e n t  yea r .  
Here f e d e r a l  a s s i s t a n c e  comes i n  t h e  form of  loan f o r  cons t ruc t ion  and subsequent sub- 
s i d i z i n g  of  t h e  c o s t - r e n t  d i f f e r e n t i a l .  The l a t t e r  i s  notably  equa l i z ing ,  i n  i n t e r -  
municipal  a s  we l l  a s  in t ramunic ipal  sense .  

It i s  n o t  c l e a r  whether o r  n o t  t h e  a s s i s t a n c e  given t o  t h e  Juneau V i l l a g e  a p a r t -  
ment p r o j e c t  f i n a n c i a l l y  h e l p s  t h e  c e n t r a l  c i t y ;  wh i l e  new p r o p e r t i e s  a r e  added t o  t h e  
t a x  r o l l ,  t h e  r e s i d e n t s  a l s o  demand a d d i t i o n a l  municipal  s e r v i c e s .  The c i t y  may l o s e  on 
balance  under t h e  p resen t  t a x  s t r u c t u r e ,  e s p e c i a l l y  when a  s i g n i f i c a n t  number of t e n a n t s  
a r e  drawn from o u t s i d e  t h e  c i t y .  However, i f  i n  t h e  long run these  developments h e l p  
change t h e  image of t h e  c e n t r a l  c i t y  and improve i t s  e f f i c i e n c y  a s  the  c e n t e r  of an u r -  
ban economy, t h e  f i s c a l  ga ins  w i l l  be worth t h e  c o s t s .  

SUMMARY AND RECOMMENDATIONS 

The p resen t  s tudy  r e v e a l s  t h a t  t h e r e  e x i s t  today r e a l  f i s c a l  d i s p a r i t i e s  among 
t h e  m u n i c i p a l i t i e s  of t h e  Milwaukee Metropol i tan  Area. Taxes, f i s c a l  r e sources ,  and ex- 
pendi tures  va ry  g r e a t l y  between t h e  c e n t r a l  c i t y  and t h e  suburb, a s  we l l  a s  among t h e  
suburban m u n i c i p a l i t i e s .  

The t a x  r a t e  d i s p a r i t y  between the  c e n t r a l  c i t y  and t h e  suburb has inc reased  
s i g n i f i c a n t l y  dur ing  t h e  s i x t i e s .  Among t h e  suburban m u n i c i p a l i t i e s  t h e  v a r i a t i o n  i n  
t a x  r a t e  h a s  shown a mild inc rease .  I n  proper ty  v a l u a t i o n  a l s o ,  t h e  c e n t r a l  c i ty-suburb 
d i s p a r i t y  h a s  increased somewhat du r ing  t h e  p a s t  s e v e r a l  yea r s ,  wh i l e  among t h e  suburban 
m u n i c i p a l i t i e s  t h e  v a r i a t i o n  remained l a r g e l y  s t a b l e .  I n  per c a p i t a  income, d i s p a r i t i e s  
have inc reased  between t h e  c e n t r a l  c i t y  and t h e  suburb a s  w e l l  a s  among the  suburbs.  A l -  
though some l e s s e n i n g  of  d i s p a r i t i e s  i n  school  expendi tures  i s  noted ,  no s i m i l a r  evidence 
i s  ind ica ted  i n  nonschool expendi tures .  

The c a s e  of t h e  c e n t r a l  c i t y  deserves  a  s p e c i a l  mention. Of a l l  t h e  munic ipal i -  
t i e s ,  t h e  c e n t r a l  c i t y  l e v i e s  by f a r  the  h ighes t  r a t e  i n  proper ty  t a x ,  and i t  ranks t h e  
lowest  i n  pe r  c a p i t a  v a l u a t i o n  and i n  family income. I n  school expendi tures ,  pe r  pup i l  

L1 The Eas t  S ide  "A" Urban Renewal P r o j e c t  covers  64 a c r e s  of  land of which 25 a c r e s  
w i l l  be developed f o r  r e s i d e n t i a l ,  15 a c r e s  f o r  n o n r e s i d e n t i a l ,  and t h e  r e s t  f o r  s t r e e t s  
and a l l e y s .  The t o t a l  n e t  p r o j e c t  c o s t  i s  es t imated a t  $12.5 m i l l i o n  of which t h e  fed-  
e r a l  government and the  c i t y  r e s p e c t i v e l y  share  $ 8 . 3  m i l l i o n  and $4.1 m i l l i o n .  Addi- 
t i o n a l  f e d e r a l  g r a n t s  of $667,000 a r e  provided f o r  r e l o c a t i o n  of personals  and bus i -  
nesses.  The two major redevelopments i n  t h e  p ro jec t  a r e  t h e  Juneau V i l l a g e  Apartment 
and Shopping Complex and a  new bu i ld ing  f o r  t h e  Milwaukee School of  Engineering.  



or per capita, the central city is the lowest, while in nonschool expenditures it ranks 
the third highest after the industrial and high income residential suburbs. 

Superimposed on these patterns and trends in disparities, the state transfer 
payments aggravate the situation. Our analysis points to these observations: (1) the 
shared income and utility taxes, which comprise nearly one-half the total state trans- 
fers (to municipalities and school districts of the Milwaukee urban area), are exceed- 
ingly favorable to richer municipalities; and (2) school aid, supposedly the most equal- 
izing of all State payments, is capricious in that it fails to accommodate the neediest 
(the central city--the poorest by most measures--receives the least in school aid) and 
that other various payments under tax credits and aids are insignificant in size, thinly 
spread, and often disequalizing in their pattern of distribution. The combined influ- 
ences of the State shared taxes, tax credits, and aids greatly contribute to the increase 
in fiscal disparities among the Milwaukee area municipalities. 

Recommended State Action 

Improve distribution of tax money.--If we reason that taxes are for public ser- 
vices, and that in large measure the public services in an urban area must be supported 
by joint effort, the shared taxes in principle ought to be paid not to individual mu- 
nicipalities but to a joint fund. Political integration or functional coordination fail- 
ing, a more rational and equitable allocation of shared taxes would require replacing 
the present distribution formula with one relating more to the population basis. 

Use ability to pay as the criterion for education aid.--An aspect of school 
aid requiring an urgent remedy is the use of per pupil valuation in the aid formula. 
Since it is a functional aid, the payment may vary by the number of pupils, but the use 
of per pupil instead of per capita valuation as the basis of determining fiscal capa- 
bility leads to a perverse pattern of aid distribution, especially involving the central 
city (and to a lesser degree the balanced communities) for which the ratio of pupil to 
population has been markedly low. The criterion determining ability to support schools 
should be distinguished from the one determining the need in a given area of public 
service. 

Coordinate State aid to localities.--State transfer payments, as they exist to- 
day, are so complex in number and mechanism that their overall appraisal is exceedingly 
difficult. Elected officials should formulate clear objectives, and move from the 
present patchwork approach to a more simplified and coordinated program. In view of the 
heavy involvement of the State with local governments in Wisconsin, the State should set 
up an agency dealing wholly with the problems of urban affairs. 

Give more aid for "spillover" functions.--The central city needs a fairer deal 
from the State in shared taxes and aids. It needs more active State and Federal help 
with those public functions whose benefits spill over city boundaries, such as health 
and welfare, highway, and education. Some may argue that a mere change in the alloca- 
tion formula for State money transfers would not help the central city much, since it 
already receives the bulk of this aid. But the very presence of the privileged suburbs 
next to, but separate from, the ill-fated central city tends to perpetuate and aggra- 
vate the problems caused by governmental splintering in a metropolitan area. 

Recommended Municipal Action 

While the present analysis of fiscal disparities involves comparisons among all 
municipalities of the urban Milwaukee area, the more important disparities exist between 
the central city and the suburb. The problems of the central city involve not only 
equity but its actual fiscal solvency. Serious as the present situation is, the central 
city is expected to confront an even greater fiscal strain, perhaps reaching a level of 
crisis, within a decade (see Appendix A). 



Reduce property tax.--The property tax, the author feels, is already overused. 
The tax is too high, absolutely and relatively. A high property tax seriously hinders 
housing development and other construction activities in the central city and helps to 
splinter government in the metropolitan area. The tax rate must not rise above the 
present level. It must be reduced and reduced substantially. 

Reform tax structure.--Municipal charges and fees may be raised to augment the 
revenue, but the prospect here is limited (see Appendix A). In addition to exerting 
every effort to attain more active assistance from the State and the Federal government, 
the city must seek its own way out. The only promising long run solution for the central 
city seems to lie in tax reform. Use of nonproperty taxes, especially a city income 
tax, coupled with a generous tax credit by higher levels of government, is particularly 
desirable. The legislative obstacles are obvious, but the stake involved is great. 

Redevelop the central business area.--Primarily nonfiscal measures may also 
help solve the fiscal problems of the central city. Urban redevelopment in the central 
business area and the vicinity, carefully planned and executed, offers great potential 
for the city's revival as the center of the urban economy. Businesses in the central 
area are becoming increasingly specialized, which means less competition from the outly- 
ing shopping centers. The central business district today is more predominantly involved 
with financial and insurance establishments, government agencies, corporation head of- 
fices, hotels, theaters, and trades in various other specialized goods and services. 

Improve mass transit.--An intelligent mass transit program, as part of a grand 
plan for the central area, would improve the area's efficiency as the business center 
and as the rallying point for the metropolitan area. As a metropolis grows in area and 
population, the demand for specialized businesses and activities rises. Improvement in 
mass transit will help the central area to capture this rising demand and will also open 
up scores of new possibilities. 

Improve the public schools.--The flight of middle income residents to the sub- 
urbs has been the main cause of deterioration of the tax base, the image, and the morale 
of the city. Lowering the property tax and improving the quality of public schools are 
measures which will lessen this exodus. New taxes, whose bases transcend city boundar- 
ies, are urgently needed to bring this improvement about. 

To summarize: tax reform, accompanied by intelligent and courageous urban de- 
velopment programs to improve the central area's efficiency as the urban center; improve- 
ment of mass transit (and a more cautious approach to expressway projects); and serious 
efforts to improve public services, especially education, seem to be the most important 
elements of a solution to the grave fiscal problems soon to face the central city. 
These measures are complementary. More efficient business areas in the central city as- 
sure greater success for tax reform, while tax reform, carefully planned, would bring 
about many improvements in the central city. 

When the central city succeeds in achieving a happy fiscal balance, perhaps the 
most important ground for metropolitan splintering dissipates. It is for this reason 
also that the elimination of the ills of inequity and inefficiency involving an entire 
metropolitan area can be greatly facilitated by a more concentrated effort to solve the 
problems of the central city. 



APPENDIX A 

Based on simple extrapolations from the 1960 and 1966 figures, nonschool city 
expenditures are expected to reach $322 per capita by 1975 and school expenditures $141 
per capita, giving a total of $473 per capita for all purposes. Nonschool city expendi- 
tures include total disbursements made by the city for general purposes, the excess of 
disbursements over receipts in public enterprises (mainly water plant), and the city 
share of county expenditures (respectively $128.7 million, $5.6 million, and $84.4 mil- 
lion for 1966). The total expenditures are then divided by population for per capita 
expenditures. School expenditures include operating and nonoperating disbursements for 
the school district, which is coterminous with the city. 

As for revenues, the property tax levy of $223 was projected for 1975 under the 
assumption that the tax rate (full value) will freeze at the present rate of 40.7 mills 
(property tax in Wisconsin comprises 99.9 percent of the total local tax revenues of the 
state). With respect to the state transfers, the same mechanical projections were made 
for all but the property tax credits; the latter were enacted in 1961. This yields the 
projected total state transfer payments (including the city shares of the county re- 
ceipts) of $142. The total projected city revenue for 1975, including the nontax local 
revenues (special assessments, charges, fees, etc.), is thus $401 per capita. 

This leaves a deficit of $72 per capita. If the property tax is to fill the 
gap, the full value rate will have to rise by 13.14 mills. (The equalized per capita 
valuation projected for 1975 is $5,478.) In contrast, Wauwatosa, representing the median 
in family income among the medium income suburbs, whose current rate is 26.3 mills, faces 
an increase of 8.1 mills in property tax. 

In view of the present high rate in the city of Milwaukee and the lower rates 
for the suburbs (the city's 40.7 mill rate for 1966 compared with the mean and median 
ratios of 28.4 and 26.1 mills for the suburbs), the increase in the city's property tax 
of this magnitude probably will be an extremely difficult proposition. It should be 
noted that the recently enacted property tax credits do provide some relief on local 
property taxes. In 1966, for instance, the city received $24.1 million under the credits 
which reduced the effective tax rate to 34.9 mills. That the tax rate could have gone up 
to the present level of 40.7 mills may be attributable in part to the tax credit. This 
relief of 5.8 (40.7-34.9) mills represents 21.7 percent of the tax rate above 14 mills to 
which the credit applies. 

Thus, provided that the state fund for the property tax credits rises to main- 
tain the present level of relief (relative to the local rates), an effective rise in the 
tax rate with the 13.1 mill increase will be 10.3 mills. With the latter, the total ef- 
fective rate after the rise will be 45.2 (= 34.9 + 10.3) mills. 

It is difficult to judge whether a city has now approached a critical point 
where a further increase in rate is detrimental either because of the resident opposi- 
tion or economic effects so unfavorable to the city that it will in due time worsen the 
city's fiscal balance. Relevant considerations here are: services offered by the city, 
honesty in the city hall, other payments, and, perhaps most significantly, the rate dif- 
ferentials between the city and the suburbs. 

If we were to fill the projected fiscal deficit for the central city with an in- 
come tax using the state AGI as its tax base, levied only on the resident, the rate will 
have to be 2.53 percent. If the tax is levied on all incomes earned in the city, the 
same gap of $72 million can be filled by an income tax of 2.30 percent. For estimation 
of the tax base in the latter case, the adjusted gross incomes earned in the entire urban 
area was apportioned between the central city and the suburb by their relative shares of 
business properties (mercantile, manufacturing, and utility) with the assumption that 
earnings-capital ratio are equal for all properties within the urban area. These are 
high rates for a local income tax. Competitive disadvantages accompanying such a tax can 
be lessened by a generous tax credit by higher levels of government. 



FISCAL PROJECTIONS FOR 1975, 
CITY OF MILXJAUKEE 

(Per Capita Values in Dollars) 

Expenditures 

Noneducati n 
19 Education- 

Total 

Revenues 

Taxes 
Federal and ate Transfers 8 Nontax Local- Revenue 
Total 

Property Tax Base 

Assessed Value 
Full Value 

Personal Income 2,586 2,923 3 ,48d1 

Population 741,324 783 ,75d1 840 ,95d1 

1/ For academic years 1959-60 and 1965-66 respectively. - 
21 This figure does not correspond to the mechanical projection from the 1960 and 1966 - 

figures because the property tax credits enacted in 1961 are included only in the 
1966 figures . 

31 Assuming the present full value rate of 40.7 mills to freeze. - 
41 Include special assessments, licenses, permits, departmental earnings, interests, - 

and rents. 

51 Adjusted gross incomes for the state income tax purpose were used as the basis of - 
estimation. In 1965, the ratio of the adjusted gross income to personal income 
(the census definition) was .8167. 

61 Based on the South East Wisconsin Planning   om mission's population projections for - 
1970 and 1980. 



APPENDIX B 

TABLE B-1.--POPULATION, MNICIPALITIES OF SMSA OF MILWAUKEE, 1950, 1960, AND ESTIMATES FOR 1963-1970 

Census 
Percent 

Urban Area of 
Milwaukee 

Milwaukee c 

Cudahy c 
Glendale c 
St. Francis c 
West Allis c 
Butler v 
Oak Creek c 
West Milwaukee c 
Bayside v 
Fox Point v 
River Hills v 

Shorewood v 
Whitefish Bay v 
Elm Grove v 
Wauwo tosa c 
Brown Deer v 
Greendale v 
Hales Corners v 
Brookfield c 
Mequon c 
Thiensville v 

Franklin c 
Greenfield c 
South Milwaukee c 
New Berlin c 
Waukesha c 
Lannon v 
Menomonee Falls v 
Cedarburg c 

SMSA Outside 
Urban Area 

Muskego* c 
Delaf ield c 
Oconomowac c 
Big Bend v 
Chenequa v 
Dousman v 
Eagle v 
Hartland v 
Lac Le Belle v 
Merton v 

Mukwanago v 
Nashotah v 
North Prairie v 
Oconomowac Lake v 
Pewaukee v 
Sussex v 
Wales v 
Brookfield t 
Delaf ield t 
Eagle t 

Genesee t 
Lisbon t 
Merton t 
Mukwanago t 
Oconomowoc t 
Ottowa t 
Pewaukee t 
Sumnit t 
Vernon t 
Waukesha t 

Increase 
1950-1960 

16.3% 

47.6 

58.7 
117.2 
95.0 
-7.1 

183.0 
121.7 

-1.3 
25.1 

70.8 

148.7 

110.2 
179.5 

157.3 

58.0 
196.0 
41.3 
147.5 
640.2 
84.7 

113.8 

12.5 
16.6 
16.5 
12.5 
13.5 
17.5 
15.9 
11.9 

15.5 

11.5 

13.9 
16.0 
15.0 

11.6 

13.9 
18.8 
13.9 
12.4 
13.6 
14.3 
10.6 
13.5 
13.9 
16.8 

c city; v = village; t = town. 
*The town of Muskego was incorporated as a city in 1964. 
Source: The ~urea; of the census; South ~astekn Wisconsin Planning Commission. The SEWPC obtained the 1963 estimated 

population from their origin and destination travel surveys. The 1965 and 1966 populations were interpolated 
from the 1963 level and the SEWPC estimate of 1970 population based upon the development of each civil division 
in accordance with the staged land use pattern proposed in the adopted Regional Land Use Plan.. 
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TABLE B-2.--FULL-VALUE PROPERTY TAX RATES, MONICIPALITIES 
OF SMSA OF MILWAUKEE, 1966, 1963, 1960, 1957, 1951 

(Per thousand $) 

Urban Area of 
Milwaukee 

Milwaukee c 

Cudahy c 
Glendale c 
St. Francis c 
West Allis c 
Butler v 
Oak Creek c 
West Milwaukee c 
Bayside v 
Fox Point v 
RiverHills v 

Shorewood v 
Whitefish Bay v 
Elm Grove v 
Wauwotosa c 
Brown Deer v 
Greenda le v 
Hales Corners v 
Brookfield c 
Mequon c 

Thiensville v 
Franklin c 
Greenfield c 
South Milwaukee c 
New Berlin c 
Waukesha c 
Lannon v 
Menomonee Falls v 
Cedarburg c 

SMSA Outside 
Urban Area 

Muskego 
Delafield 
Oconomowac 
Big Bend 
Chenequa 
Dousman 
Eagle 
Hartland 
Lac Le Belle 
Merton 

Mukwa nago v 
Nashotah v 
North Prairie v 
Oconomowac Lake v 
Pewaukee v 
Sussex v 
Wales v 
Brookfield t 
Delafield t 
Eagle t 

Genesee t 
Lisbon t 
Merton t 
Mukwanago t 
Oconomowoc t 
Ottawa t 
Pewaukee t 
Sumi t t 
Vernon t 
Waukesha t 

n.a. = Data not available. 

c = city; v = village; t = town. 

Source: City Taxes, Village Taxes and Town Taxes. Town taxes are biennial and the rates for Waukesha towns (for 1966 
and 1960) were computed from County Clerk's Abstract of Assessments and Taxes. 



TABLE B-3. --LAND AREA IN SQUARE MILES, POPULATION AND PROPERTY VALUATION 
IN SQUARE MILES, MUNICIPALITIES OF URBAN AREA OF MILWAUKEE, 1966 

Urban Area of 
Milwaukee 

Milwaukee c 

Cudahy c 
Glendale c 
St. Francis c 
West Allis c 
Butler v 
Oak Creek c 
West Milwaukee c 
Bayside v 
Fox Point v 
River Hills v 

Shorewood v 
Whitefish Bay v 
Elm Grove v 
Wauwotosa c 
Brown Deer v 
Greendale v 
Hales Corners v 
Brookfield c 
Mequon c 
Thiensville v 

Franklin c 
Greenfield c 
South Milwaukee c 
New Berlin c 
Waukesha c 
Lannon v 
Menomonee Falls v 
Cedarburg c 

Square Miles 
of Land Area 

Mean - 
Land Area 
Square Miles 

Central City 91.1 
Balanced 5.1 
Industrial 15.2 
Residential 
High income 3.0 
Medium income 14.7 
Low income 16.6 

Urban area suburb 

c city; v = village; t = town. 

Mean - 
Population 

Per 
Square Mile 

8,603 
4,212 
2,3 74 

4,136 
1,987 
2,281 
2,956 

Population 
Per 

Square Mile 

8,603 

4,321 
2,564 
4,114 
6,573 
3,483 
46 3 

4,285 
1,652 
3,082 
22 7 

9,616 
8,351 
1,889 
4,733 
1,345 
1,798 
2,229 
1,075 
2 84 

2,444 

350 
1,799 
5,059 
589 

6,187 
379 
86 1 

3,021 

Median 

8,603 
4,113 
2,374 

2,486 
1,798 
1,330 
2,444 

Mean - 
Property 
Value Per 
Square Mile 

$47,189 
35,655 
71,936 

31,779 
15,628 
14,081 
26,245 

Property 
Value Per 
Square Mile 

$47,189 

36,859 
37,446 
18,624 
50,116 
35,233 
8,780 

135,092 
18,738 
31,514 
4,322 

69,963 
64,226 
1,911 

40,821 
8,089 
11,670 
15,741 
8,359 
1,976 
22,733 

1,676 
8,347 
27,877 
3,450 

42,265 
1,908 
5,714 
21,408 

Median 

$47,189 
36,859 
71,936 

25,126 
11,670 
7,031 
18,738 

Source: For municipalities larger than 5,000 in population (all cities and some villages larger 
than 5,000), the square mileage figures were obtained from Municipal Year Book, 1961 
(pp. 85-1401, Geo. Div., U.S. Bureau of Census. For other smaller incorporated munici- 
palities, polar planimeter was used in measuring square mileage from 1/2 inch county 
maps, State Highway Commission, Madison, Wisconsin. 



Central city 
Balanced 
Industrial 
Residential 

High income 
Medium income 
Low income 

Urban area suburb 
Median 

TABLE B-4. --MEAN PER CAPITA OPERATING EXPENDITURES BY MAJOR FUNCTIONS 
AMONG TYPES OF MUNICIPALITIES, U R U N  AREA OF MILWAUKEE, 1960 

General 
Government Police Fire 

Health and 
Sanitation Highway Recreation Total Index - 



F i s c a l  D i s p a r i t i e s  i n  the  
HOUSTON, TEXAS 

Metropolitan Area 

Excerpts from a Report by 
Wendell Bedichek 

Lamar S t a t e  College,  Beaumont 

Central  Outside 
Maior F i s c a l  D i s p a r i t i e s .  1965 C i t v  Centra l  Ci tv  

Per  c a p i t a  S t a t e  and Federal a i d  $ 35 $ 76 

Per c a p i t a  revenue from taxes  114 132 

Per c a p i t a  educat ional  expenditure 

Per c a p i t a  noneducational expenditure 

I Tota l  es t imated population, 1964 (thousands) 1,100 348 

Houston i s  one of t h e  few l a r g e  c e n t r a l  c i t i e s  t h a t  has improved 
i t s  f i s c a l  s i t u a t i o n  r e l a t i v e  t o  i t s  o u t s k i r t s .  The ease  of annexation 
permitted under S t a t e  law i s  undoubtedly l a r g e l y  responsible .  There i s  a 
g r e a t  dea l  of undeveloped land i n  the  Houston SMSA and a g r e a t  dea l  wi th in  
Houston's own borders.  I n  recen t  yea rs ,  i n  f a c t ,  annexation has proved t o  
be a mixed b less ing ,  a s  the  a r e a s  taken i n  have required expensive s e r v i c e s  
t h a t  more than o f f s e t  the  revenue they added t o  the  c i t y  t reasury.  
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. . . In the usual metropolitan situation, a large central city is related to 
numerous suburbs of fairly large population and wealth compared to the central city 
which they hem in. Here, however, a large central city is surrounded by numerous small 
suburbs of varying characteristics and some small outlying cities. There is a great 
deal of undeveloped land in this SMSA, and Houston itself has 70 of its 447 square miles 
vacant. So throughout this report the usual picture of a poor, stagnating central city 
does not necessarily hold true. In many instances, although not all, the opposite is 
true. 

However, the property tax situation throughout the central county, including 
Houston, is rapidly becoming critical. The past two years have seen real pressure ex- 
erted on this tax for the first time. Property taxes on Houston homes have risen 43.6 
percent in ten years and 20 percent in the last two years alone (1965-1967). Debt ser- 
vice has almost doubled in ten years; the percentage that debt service makes up of total 
expenditures has risen from 26.9 percent to 29.6 percent in ten years; per capita debt 
has gone from $160 to $222. The consumer price index has risen 12.1 percent. 

Nonproperty tax sources are being explored furiously. A direct reaction to the 
increasing property tax loads is now occurring in Houston. The present city budget is 
cut to the bone, with more money needed in particular for public sa.fety. The city 
council almost passed an increase in the assessment ratio from 40 to 50 percent but 
found public reaction so violent that they backed off. 

A proposal was made at the same time to annex the Houston ship channel. This 
area, 21 miles long and 2,500 feet wide on either side, contains 81 industries with a 
daily payroll of $1 million and assessed value of $317,539,000. It pays no city taxes, 
but does pay small county, school and state taxes. If annexed by the city, it would 
bring in $6,350,780 in revenue and cost $2,442,371 in expenditures. The city now pro- 
vides a few services. A one-time capital investment of $3,024,371 would be required. 
Pressures on both sides are strong, as can be imagined, and the city appears to be mov- 
ing toward the creation of an industrial district under state law instead of pure annex- 
ation. At the least, the city will ask for in-lieu payments of about $1.5-$2.0 million, 
say city administrators. 

What this means is that Houston has "gotten by" for a long time without the 
property tax tensions found in many other places. Income, wealth, special district 
creation, and borrowing have made the situation fairly tolerable until this year. Now, 
however, the pressure is on. The sales tax will pass only if directly tied to fire and 
police salaries. The police department, with 1,729 men, needs 1,300 more; the fire de- 
partment, with 1,386, needs 800 more. The consensus of Houston officials is that future 
property tax changes will come about only if directly tied to service improvements, es- 
pecially in public safety and crime abatement, traffic control, and water and air pollu- 
tion control. 

Let us now take up annexation. This is, of course, a matter of state law, but 
its use is locally directed. Texas is cited as an example, indeed the leader, of lib- 
eral annexation procedures. How has annexation affected urban problems and central 
city-suburb disparities? The following table shows vividly the differences between the 
Houston of today and what Houston would look like under its 1949 area. Houston's popu- 
lation density is less now than it was in 1950 and 1964 and its area has increased from 
160 square miles in 1950 to 447 now. The basic difference lies in the population. That 
is, Houston would have a third of the people it has now, fewer whites, fewer high 
school-college graduates, less income and more density were it not for annexation. 

Indeed, Texas SMSA's are far different from the national averages, having fewer 
governments and more central city population. 



Population (thousands) 

Whites 

Percent of population 25 and over 
Less than high school 
High school graduates 
College graduates 

Median family income 
Percent of families with-- 
Income under $3,000 
Income over $10,000 

Square miles 

Density 

Houston 
Actual 1967 

Houston 1967 
Under 1949 Area 

Source: Houston City Planning Department; Texas Research League. 

However, Houston has not annexed everything it could. At least in the past it 
has kept some very poor areas outside its jurisdiction. For example, 10,000 people, 
most poor and mostly minorities, live just outside the city in the Acres Homes area. 
As the name implies, it was a subdivision which turned into a slum. McNair is another 
similar region. A few such areas have been taken in, such as Settegast, but other 
pockets of semirural, largely Negro population lie just outside the city. Probably 
these areas will be brought in before the decade is out. Indeed, Houston often finds 
itself supplying emergency water and fire service for them. Houston can control up to 
five miles outside its limits for certain purposes. 

But in spite of the fact that the overall population in the central city is of 
higher socioeconomic status than would be the case if not for annexation processes, the 
central city's situation is not all rosy. In 1956, for example, a large annexation 
meant that 27 water districts were brought into the city as well as 60 private utili- 
ties. The city assumed $39 million debt for these districts and paid $10 million for 
the utilities. Improvements to bring them up to standard were costly, and the city tax 
department estimates that these additions mean a deficit of $1.5 billion annually to the 
city. 

Mayor Welch observes that, until this decade, annexation helped Houston. He 
now says that it is beginning to work the other way. He feels that bringing residential, 
middle class areas into the city hurts the city financially, because their relatively 
low tax yield does not stack up well against the additional public costs involved. In 
other words, the City of Houston is in a strange position compared to many other areas-- 
the formation of small jurisdictions is not as alarming. As a corollary, unincorporated 
areas have not rushed to become cities, preferring a policy of hopeful waiting until the 
large city takes them in. So annexation is a mixed blessing--it has meant more people-- 
and more higher status people--than many central cities, but also more costs. 

Remedial Actions 

Essential to any solution of urban problems and improvements in disparities in 
this region is State action. As recommended by political scientists, economists, 



sociologists, and such organiza.tions as the Texas Research League, much can and must be 
done by the legislature. A simple catalog will suffice, because the basic meaning of 
these terms is all too familiar and their implementation all too rare, especially in 
Texas. 

State reforms should include: "buying in" on more programs, especially in 
health, welfare and housing; moving toward eliminating legal and practical barriers 
against minority housing distribution; improvements in subdivision control; establish- 
ment of an incorporation and special district review board with real powers; authoriza- 
tion of inter-local contractual agreements for services; county home rule and the es- 
tablishment of so-called "urban counties"; encouragement and financing of local-regional 
councils of governments; establishment of a general state agency for local governments; 
and a broad program of state aid designed to equalize resources by some reasonable 
formula. The most badly needed of these are: state aid on a broad basis, state "buy- 
ing in," use of regional councils, and a state local government agency. 



Fiscal Disparities in the 
LOS ANGELES-LONG BEACH, CALIFORNIA 

Metropolitan Area 

A Report by 
John A. Vieg 

Pomona College, Claremont 

Central Outside 
Maior Fiscal Disparities, 1965 City Central Citv 

Per capita State and Federal aid $ 116 $ 133 

Per capita revenue from taxes 227 194 

Per capita educational expenditure 94 134 

Per capita noneducational expenditure 257 185 

Total estimated population, 1964 (thousands) 3,063 4,652 

Huge and complicated, the Los Angeles-Long Beach area contains 
at least 495 local units and districts, and a dizzy range of wealth. 
Without Colorado River water, the prodigious urban growth in the area 
would have been impossible. Without generous State tax sharing, many 
communities would never have come into being. Without Federal highway 
aid, Los Angeles County would lose all sense of community: The aid pro- 
gram is indispensable to the astounding daily mobility of the residents 
of Southern California. 

All of its localities share in the general affluence of Southern 
California--all, that is, but the Mexican and Negro communities. For 
various reasons, they are out of the mainstream of California prosperity; 
the median age for a man in Watts is 13.8 years, in Beverly Hills it is 
46.0. "Two years after the great riot ," warns the author, "everything 
seems remarkably--and dangerously--the same." 
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Introduction: The Lay of the Land 

To the traveler approaching Los Angeles by air from the east, especially at 
night, nearly all of Southern California west of the desert bordering the Colorado 
River looks like one gigantic city. For purposes of research and planning, however, 
this huge territory comprises five standard metropolitan statistical areas (SMSA's): 
1) Anaheim-Santa Ana-Garden Grove in Orange County, 2) Los Angeles-Long Beach in Los 
Angeles County, 3) Oxnard-Ventura in Ventura County, 4) San Bernardino-Riverside-Ontario 
in San Bernardino and Riverside Counties, and 5) San Diego in San Diego County. (Los 
Angeles and Orange Counties were formerly regarded as constituting a single SMSA.) . . . 

Imperial County, in the extreme southeast corner of the state, is the only part 
of the region south of the San Gabriel Mountains not yet metropolitan in character. 
Recognizing the importance of regional planning it has, nevertheless, joined with Los 
Angeles, Orange, Riverside, San Bernardino and Ventura Counties--together with 89 
cities--in forming the Southern California Association of Governments, more commonly 
known as SCAG. (San Diego County is not a member.) Kern, Santa Barbara, and San Luis 
Obispo Counties are sometimes grouped with the seven already listed in a broader, ten- 
county definition of Southern California, but they are not involved in this study. It 
should, however, be noted that two of them have also attained SMSA status during the 
Sixties: Kern with Bakersfield as its central city and Santa Barbara with Santa Bar- 
bara. 

Maze of local governments.--Nearly every SMSA presents the spectacle of a maze 
of official jurisdictions, not to mention scores of "communities" primarily social or 
economic in nature. Some idea of the complexity of the political map of the Los Angeles- 
Long Beach area may be deduced from the numbers of each of the five main kinds of local 
units and agencies listed in Table 1. Altogether they number 495. 

TABLE 1.--TYPES AND NUMBERS OF LOCAL GOVERNMENTAL UNITf,IN THE 
LOS ANGELES-LONG BEACH METROPOLITAN AREA: 1967- 

Counties: Los Angeles, 7,044,711 population; 4,071 sq. mi. 

Cities: Los Angeles, 2,806,669; Long Beach, 378,492; and 74 others 

School Districts: Elementary 40 High 11 Unified 3Wc Junior College 11 

Special Districts having their own governing boards: 
Cemetery 5 Library 2 Sanitation 
Hospital 2 Mosquito abatement 4 Soil conservation 

Recreation and park 5 
Special Districts under supervision of County Board of Supervisors: 
Drainage maintenance 9 Public library 
Fire protection 7 Recreation and park 
Flood control 1 County service area 
Garbage disposal 8 Sewer maintenance 
Lighting 110 Special road 
Lighting maintenance 93 Waterworks 
Air pollution control 1 

Total 

"Offering elementary, secondary and sometimes junior college courses. 

Note: See References at end for sources used throughout the report. 
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To complete the picture, however, note must be taken of three other facts. 
1) Some cities within the county have seen fit to create various kinds of municipal ser- 
vice districts. There are now 73 of these, the most common being for lighting, lighting 
maintenance, municipal improvements, vehicle parking and water. 2) Los Angeles Countpk 
also contains eighteen separate water districts, besides which it is itself one of the 
six counties in the vast Metropolitan Water District of Southern California. (In 
1966-67 this super-special district levied, within the county, taxes totaling 
$25,003,866.) 3) In the interest of efficiency with regard to the extension of tax 
levies, all properties within the county are grouped into contiguous areas wherein the 
various combined rates (for county, city, school and special district purposes) are uni- 
form. Each such area has its own tax code and currently Los Angeles County has 3,669 
separate code areas. 

Representative communities and school districts.--While the scheme used by the 
Advisory Connnission on Intergovernmental Relations for the classification of communi- 
ties proved useful in selecting representative communities of different types, no clear 
examples of three of the categories given could be found in the Los Angeles-Long Beach 
area, notwithstanding its size and variety. The City of Commerce is more nearly an 
industrial than a commercial enclave. Cerritos, which this past year changed its name 
from Dairy Valley, has a rural flavor today, but both the hopes and expectations of its 
wealthy landowners spell rapid urbanization. Finally, despite the immense amount of 
government work done within Los Angeles County, such is the spread of offices and 
facilities and such is the mobility of public employees and those who are employed un- 
der government contracts that no single community can be clearly identified as a gov- 
ernment community. With these qualifications, most of the communities listed in Table 
2 fit their classifications reasonably well. 

One of the basic facts of life with regard to the government and politics of 
California concerns the public schools. Responsibility for education, which involves 
roughly half of all local public expenditures, is vested in school districts controlled 
by their own popularly-elected boards of trustees rather than in either counties or 
cities, the state's two general-purpose forms of local government. So deep and wide- 
spread is the conviction that education ought to be kept "out of politics" and separate 
from the rest of government, that the average citizen regards school districts as con- 
stituting a realm of their own. He thinks of local government not in terms of three 
categories--counties, cities and special districts--but four. School districts clearly 
fall within the legal definition of districts created for special purposes, but neither 
he nor any of his elected representatives conceive of them that way. They comprise a 
separate category all by themselves. Though this complicates the problem of locating 
fiscal disparities and gauging their seriousness, its solution would still be fairly 
easy (leaving aside the matter of all those other special districts) if school bounda- 
ries coincided with those of cities. The trouble is, however, that, except for two 
elementary districts (Hermosa Beach and Manhattan Beach), not a single one of the 100 
school districts in the Los Angeles-Long Beach metropolitan area is coterminous with 
any incorporated municipality. Dozens of them contain parts of two or three cities and 
the Los Angeles Unified'District includes--in addition to most, but not all, of munici- 
pal Los Angeles itself--all or parts of the followin< cities: Bell, Bell Gardens, 
Beverly Hills, Commerce, Cudahy, Culver City, El Segundo, Gardena, Hawthorne, Hunting- 
ton Park, Inglewood, Lomita, Lynwood, Maywood, Montebello, Monterey Park, Rolling Hills 
Estates, San Fernando, Santa Monica, South Gate, Torrance, and Vernon. And as if this 
were not enough, it also includes several semi-rural areas simply called Road Districts 
Nos. 1, 2, 3, 4, and 51 

The explanation for this strange circumstance lies in the fact that, under 
California law, any smaller elementary or high school district voting for annexation to 

*The term "Los Angeles County" is used interchangeably with "Los Angeles-Long Beach 
metropolitan area" in its various forms. 



TABLE 2.--REPRESENl'ATIVE COMWNITIES AND CORRESPONDING SCHOOL DISTRICTS 

Balanced 
Los Angeles 
Long Beach 
Glendale 
Pasadena 
Pomona 

Suburban Bedroom 
High income 
Beverly Hills 
Palos Verdes Estates 
San Marino 
Be1 Ai@ 

Medium income 
LakewooM 
West Covina 
Eagle RocW 
Van Nuys* 

Law income 
Baldwin P a r W  
Pico Rivera* 
Watts* 
East Los Angeles* 

w WillowbrooM 
W 
u Specialized Industrial 

Enclaves 
Indus t r p  

Vernon 
San Pedro* 

Comnercial Enclaves 
Commerce* 
Wilshire Districw 

Resort 
Hermosa Beach 
Malib* 

Educational 
Claremont 
Westwoodx 

Government 
Los Alamitos (Orange) 

Urban Community in Rural Area 
Walnum 
Diamond B a w  

Rural 
Cerritogw 

Unified School Districts 

Los Angeles 
Long Beach 
Glendale 
Pasadena 
Pomona 

Beverly Hills 
Palos Verdes Peninsula 
San Marino 
Los Angeles 

Long Beach, Paramount, ABC, Bellflower 
West Covina 
Los Angeles 
Los Angeles 

Baldwin Park 
El Rancho, Montebello 
Los Angeles 
Los Angeles 

Baldwin park, Basset, Pomona 

Los Angeles 
Los Angeles 

Los Angeles , Montebello, Downey 
Los Angeles 

Santa Monica 

Claremont 
Los Angeles 

Pomona 

"Indicates community within the City of Los Angeles. 

Junior College High School 
District Elementary School Districts Districts 

Los Angeles City 
Los Angeles City 
Los Angeles City 
Pasadena City 
Mt. San Antonio 

Los Angeles City 
Los Angeles City 
X?MX 

Los Angeles City 

w* 
Mt. San Antonio 
Los Angeles City 
Los Angeles City 

Mt. San Antonio 
Rio Honda Little Lake City, Los Nietos, Whittier 
Los Angeles City 
Los Angeles City 

Willowbrook 

Mt. San Antonio Hudson, Rowland, Whittier City, Mountain View, 
Walnut 

Los Angeles City 
Los Angeles City 

Los Angeles City 
Los Angeles City 

Hermosa Beach City 
El Camino 

Citrus 
Los Angeles City 

Mt. San Antonio 
Mt. San Antonio 

Walnut 

Compton Union 

South Bay Union 

La Puente Union 

*Indicates contract city as contrasted with independent city, neaning that it contracts with Los Angeles County or some other government for selected municipal 
services. 
*Indicates unincorporated community within county but outside the central city. 
"*Maintains junior college courses. 



a neighboring d i s t r i c t  of the  same type must be accepted.  Only u n i f i e d  d i s t r i c t s  have 
the  opt ion of d e c l i n i n g  a b id  f o r  consol idat ion and the  Los Angeles Unif ied  School D i s -  
t r i c t  i s  ba re ly  f i v e  years  o ld!  P r i o r  t o  1962, Los Angeles was organized both a s  an 
elementary d i s t r i c t  and a h igh school d i s t r i c t .  This means t h a t  i t  could n o t  con t ro l  
i t s  own d e s t i n y  i n s o f a r  a s  t e r r i t o r i a l  growth was concerned. 

Bearing i n  mind t h a t  t h e  c e n t r a l  purpose of t h i s  inqu i ry  i s  the  d e t e c t i o n  and 
exposure of c r i t i c a l  d i s p a r i t i e s  among l o c a l  communities, whether separa te  municipal i -  
t i e s  o r  o therwise ,  t h e  a n a l y s i s  t h a t  follows a t tempts  t o  l i n k  t h e  examination of munici- 
pal  f inance wi th  t h a t  of school d i s t r i c t s  and, where poss ib le ,  wi th  t h a t  of s p e c i a l  d i s -  
t r i c t s  and county government i t s e l f .  But because of d i f f e r e n c e s  i n  t h e i r  boundaries,  
t h i s  cannot be done wi th  anything approaching p rec i s ion .  

F i s c a l  D i s p a r i t i e s  Among Local Communities 

Local Government Finance: Fac to r s  and Trends 

Ci ty  Revenues 

Differences  i n  per c a p i t a  to ta ls . - -That  "rich" and "poor" a r e  c l a s s i f i c a t i o n s  
important f o r  communities a s  we l l  a s  f ami l i e s  becomes apparent a s  soon a s  one begins t o  
examine f i n a n c i a l  d a t a  pe r t a in ing  t o  t h e  var ious  c i t i e s  i n  the  Los Angeles a r e a .  I n  
terms of t o t a l  revenue a v a i l a b l e  per c a p i t a ,  t h e  19 d i f f e r e n t  m u n i c i p a l i t i e s  chosen f o r  
comparison va r i ed  i n  1965-66 from a high of $12,970.22 i n  Vernon t o  a low of $34.82 i n  
Baldwin Park. This kind of i n e q u a l i t y ,  though dramat ic ,  might no t  be very  s e r i o u s  i f  
the  former had a l a r g e  population and t h e  l a t t e r  a small  one. But the  t roub le  i s  t h a t  
only  some 228 people make t h e i r  home i n  t h e  i n d u s t r i a l  enclave of Vernon, whereas 45,000 
l i v e  i n  t h e  low-income bedroom community of Baldwin Park.  See Table 3 no t ing  es t ima tes  
of population f o r  June 30, 1966. 

The main keys t o  t h i s  cur ious  s t a t e  of a f f a i r s  l i e  i n  t ax ing  and zoning and 
incorpora t ion  p o l i c i e s  which w i l l  be examined i n  p a r t  11, bu t  t h e r e  i s  one o the r  major 
f a c t o r  which should perhaps be s t r e s s e d  he re  a t  t h e  s t a r t .  That i s  the  enormous d a i l y  
mobi l i ty  of the  people of Southern Ca l i fo rn ia .  A s  a ma t t e r  of f a c t ,   erno on's daytime 
population probably numbers over 90,000. But almost a l l  of them come from some o t h e r  
community and r e t u r n  t h e r e  a t  n igh t - - in  most cases  by p r i v a t e  motor c a r .  Indeed, hun- 
dreds of "heads of households1' i n  Baldwin Park may we l l  be among these  commuting fac-  
t o r y  workers. 

C lea r ly  more s i g n i f i c a n t ,  however, a r e  the  d i f f e r e n c e s  between the  per c a p i t a  
f i g u r e s  on t o t a l  revenues f o r  a l l  76 c i t i e s  i n  the  county and t h e  corresponding f i g u r e s  
f o r  Los Angeles i t s e l f  and some of t h e  o t h e r  l a r g e r  c i t i e s .  These were a s  follows i n  
1965-66: A l l  c i t i e s ,  $105.61; a l l  c i t i e s  except t h e  c e n t r a l  c i t y ,  $93.34; Los Angeles, 
$119.32; Long Beach, $180.19; Glendale,  $93.88; Pasadena, $132.43; Beverly H i l l s ,  
$232.61; Lakewood, $41.35; Pico Rivera,  $37.68; Indus t ry ,  $1,814.41; and Claremont, 
$74.09. See t h e  t a b l e  regarding t h e  comparable f i g u r e s  f o r  1955-56. 

Re la t ive  importance of d i f f e r e n t  sources.--What i s  even more s t r i k i n g  about 
these  i n e q u a l i t i e s  wi th  r e spec t  t o  revenues i s  the  wide v a r i a t i o n  t o  be found among t h e  
communities wi th  regard t o  t h e i r  use  of d i f f e r e n t  sources.  Take the  proper ty  tax: i n  
1965-66 Los Angeles got $43.02 per c a p i t a  from t h i s  venerable  source.  Beverly H i l l s  
got $73.05; Lakewood got only  $2.58; Pico Rivera,  9C; and C e r r i t o s ,  8 ~ ;  but  Vernon, the  
f ac to ry  c i t y  wi th  almost no permanent r e s i d e n t s ,  got $1,376.66. Note next  the  enormous 
v a r i a t i o n  i n  t h e  y i e l d  of t h e  s a l e s  o r  use tax .  From t h e  s tandpoint  of f i s c a l  d i s p a r i -  
t i e s  among C a l i f o r n i a  c i t i e s ,  t h i s  t a x  makes a g r e a t e r  d i f f e r e n c e  than any o t h e r ,  par- 
t i c u l a r l y  f o r  t h e  31 communities t h a t  have incorporated s ince  the  i n i t i a t i o n  of the  
Lakewood o r  "Contract  C i t i e s"  Plan i n  1954 and e s p e c i a l l y  t h e  enactment of t h e  Bradley- 
Burns Law i n  1956. Under t h i s  s t a t u t e  t h e  s t a t e  author ized each county t o  levy a 



TABLE 3.--SELECTED MUNICIPAL REVENUES PER CAPITA, 1965-1966 and 1955-1956~ 

Date 
Incorpo- 

Connnuni t y  porated 
Populat ion 

1966 
(thousands) 

Property Tax 
1965-1966 1955-1966 

Sa les  and Use Tax 
1965-1966 1955-1956 

Tota l  Revenues 
1965-1966 1955-1956 

Los Angeles County: 
A l l  Cities** 

A l l  C i t i e s  - Central  
City 

Los Angeles 
Long Beach 
Glendale 
Pasadena 

W 
w Pomona 
\O 

Beverly H i l l s  1914 
Palos Verdes Es ta tes  1939 
San Marino 1913 
Lakewood 1954 
West Covina 1923 

Baldwin Park 1956 
Pico Rivera 1958 
Industry 1959 
Vernon 1905 
Commerce 1960 

H e m s a  Beach 1907 
Claremont 1907 
Walnut 1959 
Cer r i tos  1956 

*Only with t h e  passage of t h e  Bradley-Barns Uniform Local Sa les  and Use Tax Law i n  1956 d id  t h i s  become a major source of municipal 
revenue. For t h i s  reason t h e r e  a r e  s u b s t i t u t e d  h e r e  t h e  f i g u r e s  f o r  1959-1960. 

**Unless otherwise e x p l i c i t y  s t a t e d ,  " A l l  C i t i es ' '  means a l l  t h e  c i t i e s  of Los Angeles County. 



maximum 1 percent s a l e s  o r  use t a x  a s  a supplement t o  i t s  own 3 percent tax .  I n  addi-  
t i o n ,  however, i t  a l s o  empowered any incorporated c i t y  t o  levy a 1 percent t ax ,  provided 
t h a t  t h i s  would count wi th in  i t s  boundaries a s  an o f f s e t  a g a i n s t  any t a x  t h e  county 
might levy. The s t a t e  c o l l e c t s  the  l o c a l  t a x  a long  with i t s  own and then  r e t u r n s  t o  
the  c i t y  whatever amount was co l l ec ted  wi th in  i t s  borders  minus a small  charge f o r  col-  
l e c t i o n  se rv ice .  The county 's  sha re  i s  l imi ted  t o  the  amount c o l l e c t e d  i n  the  unincor- 
porated t e r r i to ry - -and  s i n c e  these  have r e l a t i v e l y  few t r a d i n g  a reas  i t  i s  t h e  c i t i e s ,  
e s p e c i a l l y  those with f l o u r i s h i n g  s h o p p i n g c e n t e r s ,  t h a t  have "cashed in" on t h e  s t a t e ' s  
policy.  

Here a r e  some of t h e  per c a p i t a  c o n t r a s t s  i n  1965-66: Palos  Verdes E s t a t e s  
( i t s  wealthy r e s i d e n t s  do n o t  l i k e  shops too c lose  t o  t h e i r  homes!), $2.23; Claremont 
( the  co l l ege  town), $5.71; poor Baldwin Park,  $5.22; Long Beach, $16.57; and Los Ange- 
l e s ,  $19.50. But then comes Indus t ry  a t  $103.33, Commerce a t  $330.55 and Vernon a t  
$13,335. See Table 3 f o r  t h e  a l l - c i t i e s  average and corresponding f i g u r e s  f o r  1959-60. 
(Those f o r  1955-56 have l i t t l e  o r  no s ign i f i cance  because t h a t  was p r i o r  t o  t h e  adop- 
t i o n  of t h e  Bradley-Burns Law.) 

Only 6 of t h e  19 incorporated communities included i n  our sample have any 
municipally-owned e n t e r p r i s e s  but  t h e  n e t  earnings  of these  u t i l i t i e s  a f f o r d  r a t h e r  
s u b s t a n t i a l  con t r ibu t ions  t o  the  general  funds o f  t h e i r  r e spec t ive  c i t i e s .  I n  1965-66 
u t i l i t y  con t r ibu t ions  per c a p i t a  r an  a s  follows: Los Angeles, $5.82; Long Beach, $9.54; 
Glendale, $11.33; Pasadena, $13.20; Beverly H i l l s ,  $10.91; and Vernon, $410. None of 
the  o t h e r  c i t i e s  enjoyed any such advantage, though i n  t h e  case  of those levying prop- 
e r t y  t axes  t h e r e  was, of course,  a p a r t i a l  consola t ion i n  t h e  t a x  paid by t h e  p r i v a t e  
u t i l i t i e s .  

With respec t  t o  s e r v i c e  charges--which a r e  coming t o  be of inc reas ing  impor- 
tance because of wa i l ing  about t h e  proper ty  tax--again t h e  r e p r e s e n t a t i v e  communities 
se lec ted  f o r  a n a l y s i s  i n  t h i s  SMSA show some r e a l  d i s p a r i t i e s .  I n  1965-66 t h e  a l l -  
c i t i e s  average f o r  s e r v i c e  charges per c a p i t a  was $8.57. Both Los Angeles a t  $9.81 
and Long Beach a t  $13.97 were above t h i s  f i g u r e  a s  were q u i t e  a number of t h e  o t h e r  
balanced c i t i e s  a s  we l l  a s  most of t h e  spec ia l i zed  communities. But poor Baldwin Park 
and P ico  Rivera could n o t  a f f o r d  t o  charge t h e i r  r e s i d e n t s  t h a t  much, and wealthy San 
Marino and Beverly H i l l s  d id  n o t  need t o .  

School Revenues 

D i s p a r i t i e s  i n  assessed va lua t ions  per ADA.--Since educat ion r e p r e s e n t s  roughly 
h a l f  t h e  c o s t  of l o c a l  government and school d i s t r i c t s  a r e  f o r  a l l  p r a c t i c a l  purposes 
l imi ted  t o  t h e  use of the  proper ty  tax ,  nothing mat t e r s  more t o  them from t h e  stand- 
po in t  of revenue than t h e i r  assessed va lua t ion  "per c h i l d  i n  average d a i l y  attendance" 
o r  per ADA f o r  s h o r t .  Taking a l l  t he  elementary school d i s t r i c t s  i n  Los Angeles County, 
these  va lua t ions  ranged i n  1965-66 from a high o f  $133,300 i n  Gorman t o  a p a t h e t i c  low 
of $1,800 i n  Willowbrook, t h e  predominantly Negro d i s t r i c t  ac ross  the  s t r e e t  south from 
Watts,  $9,700 being the  average f o r  the  whole county. See Table 4. 

For t h e  high school d i s t r i c t s  per se ,  assessed va lua t ion  per ADA excluding 
a d u l t s  ranged from a high of $51,600 f o r  t h e  William S. Har t  D i s t r i c t  t o  a low of  
$17,900 i n  t h e  Compton Union D i s t r i c t .  This h igh school d i s t r i c t  embraces a l a r g e  sec- 
t i o n  o f  t h e  c i t y  of Compton and a l s o  over laps  wi th  t h e  Willowbrook Elementary D i s t r i c t .  

A s  f o r  u n i f i e d  d i s t r i c t s ,  t h e i r  va lua t ions  a r e  computed s e p a r a t e l y  f o r  elemen- 
t a r y  and secondary pup i l s  because the  S t a t e  Department of Education and t h e  L e g i s l a t u r e  
have agreed t h a t  d i s p a r i t i e s  of t h i s  kind become c r i t i c a l  when on t h e  elementary l e v e l  
assessment t o t a l s  f a l l  below $12,000 per ADA and when on t h e  high school l e v e l  they  f a l l  
below $29,000. A t  t hese  po in t s  t h e  d i s t r i c t s  concerned a r e  recognized a s  needing not  
only "bas ic  aid" and "equa l i za t ion  aid" but  "supplemental support" a s  we l l .  



Community 

All School Districts 
Los Angeles 
Long Beach 
Glendale 
Pasadena 

Pomona 
Beverly Hills 
Palos Verdes Estates 

W San Marino f Lakewood 

West Covina 
Baldwin Park 
Pico Rivera 
(2 districts) 

Industry 
Vernon 

Commerce 
Hermosa Beach 
Claremont 
Walnut 
Cerritos 
(2 districts) 

TABLE 4.--ASSESSED VAUTATION PER ADA, PROPERTY TAX EXEMPTIONS, AND GENERAL AND 
SCROOL TAX RATES FOR SELECTED SCHOOL DISTRICTS, 1965-1966 

Assessed Valuation Per ADA 
(Excluding Adults) 

Unified 
Elementary High Elementary High 
School school School school 

------------------ (thousands)------------------ 

Range :** $133.3 $51.6 $82.7 $118.9 
1.8 17.9 4.9 16.9 

7.1 17.2 
4.9 16.9 
7.5 20.9 
22.2 63.9 
NRC NRC ---- As in L.A.---- 
NRC NRC 

18.4 34.0 - - 
10.8 28.4 

11.7 21.6 - - 
7.7 30.1 
9.1 20.8 

Property Tax 
Exemptions 

Per 
Total Capita 

(millions) 

Median - 
General 
Property 
Tax Rate* 

$ 8.6941 
9.1270 
8.1762 
7.9927 
7.7830 

10.1247 
6.4308 
8.8003 
8.5465 
8.6941 

9.6314 
9.1579 
9.1408 
N A 
8.4973 
7.2343 

7.0743 
9.4219 
10.2263 
9.2443 
8.4615 

Median - 
School 
Tax 
Rate 

$5.3485 
4.2516 
5.3485 
4.0521 
4.9603 

5.3770 
2.6181 
4.8776 
4.1538 
5.4938 

5.7011 
5.1402 
6.1405 
NA 

5.6746 
As in L.A. 

4.2516 
5.3548 
5.6840 
5.6136 
5.6384 

NA = Data not available. 
NRC = Data not readily computable. 

*The general tax rate is the sum or composite of several rates: a) one for the country, including roads and the public library, b) 
another for the county-wide flood control district, c) another for the municipal government involved, and finally d) one for all school 
purposes, including bonds for grounds and buildings. 

*Among all districts within Los Angeles County. 



Among the 38 unified districts in the Los Angeles-Long Beach area, total valua- 
tions per elementary pupil in ADA ranged from a high of $82,700 in Beverly Hills to a 
low of $4,900 in Baldwin Park, $15,300 being the county average. Seventeen of the 38 
fell below the critical measure of $12,000 per ADA. As for assessments per high school 
pupil in ADA (once more excluding adults), they ranged from a high of $118,900, again 
in Beverly Hills, to a low of $16,100 in the Norwalk-La Mirada District which was even 
a bit poorer than Baldwin Park at $16,900. The average for all the districts in the 
county was $38,200. Sixteen of the 38 were below the $29,000 standard and thus recog- 
nized as in need of supplemental support from the state. 

Importance of state aid in reducing disparities.--Equality of opportunity forms 
almost the core of the democratic ideal. Given, however, these serious disabilities in 
the capacity of so many districts to defray the cost of common schooling--even with 
basic state aid for all districts amounting to $125 per ADA per year--only further help 
from the state in the form of equalization aid and, beyond this, of supplemental support 
can overcome the critical disparities involved. For 1966-67 California budgeted $1,233 
million for payments to local schools, an increase of $76.7 million over 1965-66. (Lo- 
cal assistance of all kinds amounted to 51.8 percent of appropriations for current op- 
erating expenditures.) 

Recommendations for additional state assistance, not only for the public 
schools but for local governments generally, are offered in section IV-A. Let it suf- 
fice here to note that state and local officials are inclined to argue both over the 
relative amount of aid now being given and over how much more is needed. Judging from 
comments that have been made in recent years by spokesmen for local boards of school 
trustees and by leaders in the Legislature who have been particularly concerned with 
subventions for public education, one gets the impression of an "agreement in princi- 
ple" that state aid ought on the average to cover half the cost, which level it actu- 
ally did sustain for some years in the 1940's. But whereas school board spokesmen 
have argued that state aid now covers only 38 or, at best, 40 percent of the cost, 
staff members of the Assembly Committee on Education claim that if all its contribu- 
tions are counted--such as some $12,000,000 for textbooks, $60,000,000 for teacher 
retirement benefits and $6,000,000 for special schools for the blind, deaf and palsied-- 
the state is currently paying 47 or 48 percent of the total. 

County and Special District Revenues 

Under California law, counties depend for their revenues mainly on property 
taxes and subventions from the state and Federal governments. In 1965-66, the latest 
'year for which actual figures are available, Los geles County had general revenues in 

5 3  the following amounts from the following sources.- 

Property taxes (including penalties on delinquency) $355,109,329 
Other taxes (mainly sales and use) 9,316,471 
Licenses and permits 5,972,534 
Fines, forfeits and penalties 10,422,936 
Receipts from use of money and property 12,949,107 

Subventions from Federal and state governments 415,540,655 
Charges for current services 75,321,115 
Miscellaneous 8,491,631 

Total 

Changes in reporting categories preclude exact comparison with the year 1955-56, 
precisely a decade earlier. Even so, one significant comparison can be made. In the 
earlier year, Los Angeles County obtained 48 percent of its revenues in the form of 



"property taxes  and assessments"--this a t  a  time when the  s a l e s  and use t ax  y ie lded  very  
l i t t l e .  The comparable r a t i o  f o r  1965-66 was 40 percent .  I n  t h e  l a t t e r  yea r ,  however, 
46.5 percent of a l l  of i t s  revenues came i n  the  form of s t a t e  and Federal  subventions,  
t h e  bulk of which were f o r  we l fa re  s e r v i c e s ,  whereas only 42.5 percent came i n  t h e  form 
of such g ran t s  t en  years  before .  

Spec ia l  d i s t r i c t s  d e r i v e  most of t h e i r  revenues from proper ty  taxes  though 
some, l i k e  water ,  cemetery, and h o s p i t a l  d i s t r i c t s ,  a r e  ab le ,  because of t h e  na tu re  of 
t h e i r  func t ions ,  t o  ob ta in  s u b s t a n t i a l  funds from s e r v i c e  charges too.  Perhaps t h e  
s imples t  way of i n d i c a t i n g  the  amount of revenue c u r r e n t l y  required f o r  t h e i r  operat ion 
i s  t o  c i t e  t h e  taxes  levied by them f o r  1966-67. Apart from $375.7 m i l l i o n  l ev ied  by 
Los Angeles County f o r  i t s  own func t ions ,  the  Board of Supervisors l ev ied  $89.5 m i l l i o n  
f o r  270 s p e c i a l  d i s t r i c t s  under i t s  supervis ion,  $15.0 m i l l i o n  f o r  48 under the  super- 
v i s i o n  of t h e i r  own governing bodies ,  and $215.8 m i l l i o n  by v i r t u e  of "agency accounts" 
e i t h e r  wi th  munic ipa l i t i e s  buying urban se rv ices  from t h e  county under c o n t r a c t ,  wi th  
municipal s p e c i a l  d i s t r i c t s  o r  with water d i s t r i c t s . l l  

Municipal Expenditures 

Tota l  expendi tures  by l o c a l  government i n  the  Los Angeles-Long Beach metropoli-  
t a n g y e a  f o r  1965-66 amounted t o  more than $2.8 b i l l i o n  o r  approximately $407 per cap i -  
ta.-  Here a r e  the  aggregate  amounts and percentages.  

Los Angeles County per se  30.8% $ 870,751,617 
A l l  c i t i e s  21.0 593,543,000 
A l l  school d i s t r i c t s  43.0 1,217,237,062 
A l l  s p e c i a l  d i s t r i c t s  (64-65) 5.2 149,201,997 

Total  100. 0% $2,830,733,676 

Differences  i n  per c a p i t a  totals.--From t h e  s t andpo in t  of i n e q u a l i t i e s ,  t h e  
o v e r a l l  p i c t u r e  of municipal expendi tures  f o r  1965-66 i s  very  s i m i l a r  t o  t h a t  f o r  c i t y  
revenues. Vernon i s  on top,  spending $21,005.00 per c a p i t a  and Baldwin Park a t  t h e  bot-  
tom with  $34.44. This d iscrepancy i s  e s p e c i a l l y  dramatic consider ing t h a t  the  median 
f o r  a l l  t he  c i t i e s  i s  $100.87 and the  f i g u r e  f o r  Los Angeles, $114.80. Beverly H i l l s ,  
a s  usua l ,  ranks h igh ,  spending $229.14 per c a p i t a ;  whi le  p laces  l i k e  Pico Rivera and 
Lakewood spend a  meager $34.72 and $41.12, r e spec t ive ly .  See Table 5. 

D i s p a r i t i e s  i n  expendi ture  by function.--Most s t r i k i n g  among t h e  many d i s p a r i -  
t i e s  r e l a t i n g  t o  the  se rv ices  rendered by r e p r e s e n t a t i v e  c i t i e s  i n  t h e  Los Angeles-Long 
Beach a r e a  a r e  those  pe r t a in ing  t o  parks and r e c r e a t i o n .  The h ighes t  expendi tures  i n  
1965-66 were $92.00 per c a p i t a  by Commerce, $44.98 by Long Beach, and $21.26 by Beverly 
H i l l s .  This f i g u r e  subsequently nosedives t o  a  mere 1 0 ~  f o r  C e r r i t o s  (where most fami- 
l i e s  have l i t t l e  i n t e r e s t  i n  a  c i t y  park because of abundant oppor tun i t i e s  f o r  r ec rea -  
t i o n  i n  t h e i r  back ya rd ) ,  t o  a  bare  8~ f o r  Baldwin Park,  and t o  zero  f o r  Vernon, t h e  
c i t y  wi th  t h e  h i g h e s t  per c a p i t a  revenues and expendi tures  (which makes sense because 
almost nobody l i v e s  t h e r e  anyway). 

The median f o r  a l l  c i t i e s  with regard t o  park and r e c r e a t i o n  expendi ture  was 
$10.65 per c a p i t a .  Los Angeles spent  $8.56 while Pico Rivera and Baldwin Park,  t h e  
c i t i e s  with the  lowest per c a p i t a  revenues and expendi tures ,  managed t o  spend only  $4.78 
and 8 ~ ,  r e spec t ive ly .  

Turning t o  publ ic  works, which i s  t o  say to  s t r e e t s ,  l i g h t i n g ,  storm d r a i n s ,  
and o t h e r  such i n t e n s e l y  p r a c t i c a l  ma t t e r s ,  one of the  most no tab le  f ind ings  f o r  1965-66 
was t h a t  the  C i ty  of Indus t ry  spent  nea r ly  75 percent of i t s  budget f o r  f a c i l i t i e s  of 
t h i s  k ind,  the  per c a p i t a  average coming t o  $1,556.66. C e r r i t o s  a l s o  devoted over h a l f  



Los Angeles County 
per s e  

Los Angeles County 
A l l  c i t i e s  

A l l  c i t i e s  - Central 
City 

Los Angeles 
Long Beach 
Glendale 
Pasadena 

W 
+- Pomona 
e 

Beverly H i l l s  
Palos Verdes Estates 
San Marino 
Lakewood 
West Covina 

Baldwin Park 
Pico Rivera 
Industry 
Vernon 
Commerce 

Hermosa Beach 
Claremont 
Walnut 
Cerr i tos  

TABLE 5. --COUNTY AND CITY EXPENDITURES, 1965 - 1966, TOTALS AND BY MAJOR  FUNCTION^ 
(Aggregates i n  thousands; per  cap i t a  f i gu re s  absolute)  

Aggregate 

$870,752 

593,543 

274,398 

319,145 
55,564 
12,950 
17,108 
7,726 

7,791 
86 1 

1,529 
3,290 
4,154 

1,550 
1,771 
1,880 
4,201 
4,240 

1,406 
1,467 

230 
395 

Total  
Per Capita 

Public  Safety 
Per Capita Aggregate 

$129,887 

192,076 

82,768 

109,308 
12,345 
3,793 
4,359 
2,483 

2,256 
372 
5 98 
6 07 

1,431 

585 
46 9 
104 

2,044 
1,612 

49 3 
45 2 

82 
58 

Public  Works 
Aggregate Per Capita 

Parks and Recreation 
Aggregate Per Capita 

*Roads cons t i tu te  the  only expenditures for .Los Angeles County i n  the  f i e l d  of Public Works. 



of its budget to public works, its per capita expenditure coming to $51.75. In both 
cases the funds were mainly used for engineering, streets, storm drains, and street 
lighting. Public works expenditures seemed to have been used for much the same pur- 
poses in Baldwin Park, Pico Rivera, and Lakewood, but they were able to spend only $15.24, 
$14.43, and $14.16 per capita. 

These latter 3 cities were also low in their spending for public safety. Bald- 
win Park spent $13.00 per capita, Pico Rivera $9.19, and Lakewood $7.58 as compared to 
the all-city median of $32.64. The figures for most of the other 19 communities fluctu- 
ated very little from this average, except for a few of the wealthier ones: Beverly 
Hills, $66.35; Industry, $115.55; Commerce, $146.54; and Vernon, with all its factories, 
$10,220.00. 

School Expenditures 

Variation in totals per ADA.--Since unified school districts are the only kind 
that tend to coincide with incorporated communities, comparisons between districts will 
be limited in this brief section to those of that type. No comparisons will be made 
among elementary or high school districts, though certain inferences may rather easily 
be drawn concerning them from Table 6. 

The range of expenditures per ADA for 1965-66 among the unified school dis- 
tricts in Los Angeles County extends from $975.01 to $478.37, the county mean being 
$579.40. Beverly Hills spends $975.01; Pasadena, $698.01; San Marino, $666.89; Los 
Angeles, $576.14; Pomona, $541.31; Baldwin Park, $521.87; and West Covina, $502.15. 

Variations in expenditure by category.--As might be expected, educational ex- 
penditures reflect even greater disparities when analyzed by function than when only the 
totals are examined. In the case of teachers' salaries, expenditures per ADA ranged in 
1965-66 from $528.34 to $261.58, with $314.47 being the county average. Beverly Hills 
headed the list and Baldwin Park came in last and least. 

Community service expenditures.--These are for such things as supplementary 
playground and recreational facilities where the city or county makes inadequate pro- 
vision, and custodial service when school buildings are used as civic centers or for 
Boy Scout meetings--varied among all districts in Los Angeles County from a high of 
$33.89 per ADA to a low of $3.67, the average figure being $15.58. Among the unified 
districts corresponding to the representative communities cited in this study, the poor 
Baldwin Park district had to spend the most, $27.24 per ADA, while Beverly Hills got 
along with a mere $5.67. 

Expenditures for child care centers throw another beam of light on the dispari- 
ties among school districts in representative communities throughout this metropolitan 
area. Only 13 of the 38 unified districts in Los Angeles County reported expenditures 
for this purpose in 1964-1965 but, of these, only 6 seem to have been obliged to levy 
any district taxes to secure the needed revenues. The other seven were able to operate 
their centers using only the state aid allocated to them for the purpose, plus the fees 
parents were able to pay for the service. 

County and Special District Expenditures 

County services.--"What do I get for my county taxes?" When John R. Leach, 
Assistant Chief Administrative Officer for Los Angeles County, is asked this question 
he has a plain but extraordinarily incisive answer: "If you're lucky, practically noth- 
ing." The most important thing to understand about county expenditures is that most of 
them are devoted to "the pooor, the needy, the unfortunate and those in trouble." Here 
is a functional breakdown of the expenditures made by the county in 1965-66, both in 
aggregate amounts and by percentages. 



TABLE 6. --SCHOOL EXPENDITURES BY UNIFIED DISTRICTS, 1965 -1966, TOTALS AND BY F U N C T I O ~  
(Per  ADA) 

Teachers '  S a l a r i e s  Communi t y  Expendi tures  Community S e r v i c e s  Food S e r v i c e s  

Los Angeles 
Long Beach 
Glendale 
Pasadena 
Pomona 

975.01 
584.88 
666.89 

NRC 
502.15 

528.34 
321.18 
381.99 

NRC 
283.06 

5.67 
9.65 

18.40 
NRC 
3.67 

Beverly H i 1  1 s 
Pa los  Verdes E s t a t e s  
San Marino 
Lakewoo d 

W 
P West Covina 
Q\ 

17.71 
.01 
.oo 

NRC 
13.89 

Baldwin Park 
Pico  Rivera 

(2 d i s t r i c t s )  
I n d u s t r y  
Vernon 
Commerce 

521.87 
561.96 
579.64 

NRC 
A s  i n  L.A. 

NRC 

264.15 
285.41 
324.75 

NRC 
A s  i n  L.A. 

NRC 

27.24 
25.62 
14.66 
NRC 

A s  i n  L.A. 
NRC 

12.48 
14.36 

.56 
NRC 

A s  i n  L.A. 
NRC 

Hermosa Beach 
Claremont 
Walnut 
C e r r i t o s  

(2 d i s t r i c t s )  

NRC = Data not  r e a d i l y  computable. 

*Among a l l  u n i f i e d  d i s t r i c t s  w i t h i n  Los Angeles  County. 
*An incorpora ted  community bu t  not  i nc luded  i n  a s i n g l e  u n i f i e d  d i s t r i c t .  



General government 
Public protection 
Roads 
Health and sanitation 
Public assistance 

Education 
Recreation 
Debt service 

Total $870,751,617 100.0% 

What gives meaning to the remark just quoted is that in addition to public as- 
sistance per se, most of the services classified as public protection, health and rec- 
reation are required either for the indigent, the sick, the distressed or those in 
trouble with the law. Everyone benefits in some way from the general governmental ser- 
vices performed by the county in such fields as legislation, finance, personnel, elec- 
tions, communications and property management, and likewise from its road services. Not 
every taxpayer appreciates, however, the nature of the returns he gets on his welfare 
dollars. Yet to the degree they are well spent, which is to say used to help people 
help themselves, they probably do almost as much as his educational dollars to humanize 
the intensely competitive society that is America today. 

As indicated in the Introduction, the local governmental system of the LOS 
Angeles-Long Beach area includes (July 1967) 584 special districts. Only two of these-- 
the Flood Control District and the Air Pollution Control District--are county-wide in 
character and, as already indicated, the huge Metropolitan Water District of Southern 
California includes six counties within its jurisdiction, of which Los Angeles is only 
one, albeit by far the largest in terms of taxes paid and benefits received. All the 
remaining 581 districts serve but a part of the county and there is no need to explain 
the nature of their expenditures because their purposes are indicated by their names 
and one can deduce from the volume of their revenues roughly how much they spend. 

Disparities in Indebtedness 

Cities.--Bonded indebtedness per capita varies greatly throughout the Los 
Angeles-Long Beach SMSA. Considering all 19 representative incorporated communities, 
it ran in 1965-66 from $2,100 for Vernon to 5 5 ~  for West Covina and zero for Baldwin 
Park and six others. At first glance these figures are perhaps misleading. (See Table 
7.) It would seem that Vernon with $2,100 of indebtedness per capita and Cerritos with 
$750 might be in financial straits compared with the other cities. especially in view of 
their small populations. 

No one need worry about Vernon, however. It may be $630,000 in debt but, with 
its astronomical assessed valuation, the city has a borrowing capacity of approximately 
$31,343,000. Cerritos also has little to worry about, for it has unused borrowing 
capacity amounting to $1,054,000. Los Angeles had indebtedness in excess of $885,000,000, 
yet this gives no cause for concern because much of it represents revenue bonds and most 
of these are backed by one or the other of its great utility enterprises, especially the 
enormously profitable Department of Water and Power. 

Some of the other uses for which these city debts have been incurred are also 
very revealing. Vernon has borrowed chiefly for sewers and fire alarms, Cerritos solely 
for water, and Glendale both for sewers and for electrical utilities. In contract, 
Beverly Hills has borrowed $339.58 per capita for street improvements, parks, libraries, 
and off-street parking, and the educational community of Claremont has gone into debt 
to the extent of $46.14 per capita solely for parks. Compared to places like these, 
Baldwin Park, Pico Rivera and Walnut (none of whichhad any bonded debt at all) are less 



TABLE 7.--BONDED DEBT AND ASSESSED VALUATION FOR REPRESENTATIVE COMMUNITIES 
AND CORRESPONDING UNIFIED SCIIOOL DISTRICTS 

Representa t ive  Communities School D i s t r i c t s  
Bonded Debt Assessed Valuation Bonded Debt Assessed Valuation 

Community Aggregate Per  Capi ta  Aggregate 
---------  (mill ions)---------  ..------------- (mill ions)-------------  

Los Angeles 
Long Beach 
Glendale 
Pasadena 
Pomona 

w Beverly H i l l s  s Palos Verdes Es ta tes  
San Marino 
Lakewood 
West Covina 

Baldwin Park 
Pico Rivera 

Indust ry  
Vernon 

Commerce 
Hermosa Beach 
Claremont 
Walnut 
Cer r i tos  

4 4 3  
7 75 

12 378 * * 
Included i n  Los Angeles 

*Impossible to  ind ica te  accura te ly  because t h e  community is  divided among s e v e r a l  d i s t r i c t s .  
**In t h e  case  of Hermosa Beach and Walnut t h e r e  i s  no s i n g l e  corresponding u n i f i e d  school d i s t r i c t .  
**Divided between two u n i f i e d  school d i s t r i c t s ,  



to be envied than pitied. They would be far better off if they could afford to borrow 
for such refinements as some of their neighbors are acquiring. 

School districts.--Because the property tax constitutes their only source of 
revenue, school districts are more reluctant to borrow than municipalities. All the 
same, they are frequently obliged to do so. Every one of the unified districts over- 
lapping the 19 representative communities included in this study has some bonded in- 
debtedness. In absolute terms, the Los Angeles District has by far the largest debt 
but, measured against their assessed valuation, the districts bearing the heaviest bur- 
dens are Pomona, West Covina, Baldwin Park, one of the districts overlapping Pico Rivera 
and, rather surprisingly, Palos Verdes Estates, which has no municipal indebtedness at 
all. 

At the other end of the scale, those districts having relatively the smallest 
debts are long-settled Pasadena, Beverly Hills, Long Beach, and, again an anomaly, the 
other district overlapping Pico Rivera. See Table 7. 

Disparities in Assessed Valuation 

Per capita disparities in assessed valuation of property among the 19 repre- 
sentative cities are tremendous. In 1965-66 these valuations ranged from $710,523.33 
in Vernon to $947.91 in Baldwin Park. Comparable figures for the balanced communities 
tend, however, to fall within a fairly narrow range: Los Angeles, $2,069.24; Long 
Beach, $2,412.73; Glendale, $1,983.75; Pasadena, $3,503.16; and Pomona, $1,662.12. 
Among the wealthier cities, though, there are some notable differences: Beverly Hills, 
$7,374.08; Cerritos, $6,757.50; Commerce, $21,662.45; and Industry, $62,498.88. 

Direct comparison between assessed valuations per capita for a city and its 
corresponding school district is impossible because in no single case do their bounda- 
ries coincide, at least with regard to unified districts. By careful examination of 
Table 7, however, one may see how a community's financial resources for the support of 
municipal government compare with its capacity to support public education. 

One final observation, however, remains to be made about assessed valuations 
and it is very important. Although the state constitution stipulates that all proper- 
ties should be assessed at 100 percent of market value, the practice until the mid-1950's 
was to allow each county assessor wide latitude with regard to the actual percentage 
applied. Inasmuch as county assessors are elective officials and certain state sub- 
ventions are given on the basis of need as indicated by a county's rank order with re- 
gard to assessed valuation per capita, this led to rather scandalous "underbiddingt1 on 
the part of many assessors (or candidates for the position). As a result, the State 
Board of Equalization has been using its influence to try to get every county to move 
as rapidly as possible to a uniform standard of 25 percent. In sampling a number of 
appraisals in Los Angeles County in 1966, the Board found the average ratio to be 23.5 
percent. Since the statewide weighted average ratio was only 22.1 percent, this pro- 
vides considerable assurance that assessment ratios in this metropolitan area will soon 
be in line with the standard proposed. Only 6 of California's 58 counties were close 

107 to the 25 percent mark and only one of these was in the southern part of the state.- 

Variations in Property Tax Burdens 

Two kinds of disparities concern students of public policy with respect to 
property tax burdens--interpersonal and interjurisdictional. Within the Los Angeles- 
Long Beach SMSA, responsibility for the prevention of inequity with regard to dispari- 
ties of the first kind rests mainly with the county assessor because'his office is 
charged with the fair assessment of all taxable property, other than public utilities, 
everywhere in the county except in the cities of Long Beach and Pasadena which insist 



on assess ing  and c o l l e c t i n g  t h e i r  own taxes  themselves. (All  u t i l i t y  proper ty  i s  as- 
sessed by the  S t a t e  Board of Equal iza t ion. )  

Assuming competence and honesty i n  the  assessment of proper ty ,  how g r e a t  a r e  
the  i n t e r j u r i s d i c t i o n a l  d i s p a r i t i e s  among communities i n  Los Angeles County? The an- 
swer, a s  a l r eady  ind ica ted  i n  Table 4 ,  i s  t h a t  school tax  r a t e s  among t h e  r e p r e s e n t a t i v e  
c i t i e s  s e l e c t e d  f o r  study vary from $2.6181 per $100 of assessed va lua t ion  i n  Beverly 
H i l l s  t o  $6.1405 i n  Pico Rivera,  t h e  median r a t e  among them being $5.3485 and t h e  r a t e  
f o r  t h e  c e n t r a l  c i t y  being $4.2516. 

While these  d i f f e r e n c e s  a r e  s u b s t a n t i a l  they a r e  i n  some ins tances  compounded 
when t h e  municipal t ax  r a t e s  a r e  added (along wi th  those f o r  t h e  county and t h e  flood 
con t ro l  d i s t r i c t ,  which a r e  uniform throughout the  SMSA) t o  make t h e  general  r a t e .  The 
reason f o r  t h i s  i s  t h a t ,  c h i e f l y  because of revenue der ived from the  s a l e s  and use t a x ,  
20 of the  76 c i t i e s  i n  Los Angeles County found i t  unnecessary t o  levy any proper ty  t a x  
a t  a l l  dur ing the  cu r ren t  year  and i n  a  number of o t h e r s  the  r a t e  i s  c lose  t o  zero.  I n  
1965-1966 the  median general  r a t e  among the  19 represen ta t ive  munic ipa l i t i e s  on which 
t h i s  inqu i ry  i s  based was $8.6941 per $100 of assessed va lua t ion .  Beverly H i l l s  needed 
only $6.4308; Commerce (which on J u l y  5 ,  1967 announced "no c i t y  proper ty  tax" f o r  t h e  
seventh consecutive year) had the  next  l o y e s t  r a t e ,  $7.0743; and  erno on's was only  1 9 ~  
h igher .  Meanwhile proper ty  owners i n  Los Angeles paid $9.1270 and those  i n  Pomona and 
Claremont paid the  h i g h e s t  r a t e s  of a l l ,  $10.1247 and $10.2263 respec t ive ly .  (Levies 
by s p e c i a l  d i s t r i c t s  se rv ing  only  p a r t  of a  c i t y  were, of course ,  i n  add i t ion  t o  
these .  ) 

E f f e c t i v e  t a x  ra t e s . - -For  purposes of comparing proper ty  t ax  r a t e s  i n  Ca l i fo r -  
n i a  wi th  those  i n  o the r  s t a t e s ,  t h r e e  types of adjustment must be made. F i r s t ,  due a l -  
lowance must be made f o r  the  f a c t  t h a t  i n  t h i s  s t a t e  a s s e s s a b l e  proper ty  includes  
a) r e a l  e s t a t e ,  o r  land,  b) bu i ld ings  o r  o the r  improvements, c) personal proper ty ,  in -  
cluding business  inven to r i e s  a s  of t h e  f i r s t  Monday i n  March, d) publ ic  u t i l i t i e s  p r i -  
v a t e l y  owned. Solvent c r e d i t s ,  which i s  t o  say accounts r ece ivab le  a r i s i n g  from the  
s a l e  of goods o r  se rv ices  minus deduc t ib le  deb t s ,  a r e  a l s o  t axab le  but  a t  a  d i f f e r e n t  
r a t e ,  namely one-tenth of one percent  of t h e i r  a c t u a l  value .  

Second, proper adjustment must be made f o r  these  r a t i o s  of assessed value  t o  
market value .  Land, improvements and personal proper ty  a r e  c u r r e n t l y  assessed a t  23.5 
percent o f  f u l l  value  i n  Los Angeles County, but  he re  and elsewhere l o c a l  a s sessors  
a r e  under i n s t r u c t i o n s  t o  s h i f t  t o  a  25 percent standard wi th  a l l  d e l i b e r a t e  speed. 
Pub l i c  u t i l i t i e s  a r e  assessed by the  S t a t e  Board of Equal iza t ion,  but a t  a  r a t i o  of 50 
percent  of t h e i r  t r u e  value .  

F i n a l l y ,  C a l i f o r n i a  has  a  f a i r l y  l i b e r a l  pol icy  with regard t o  proper ty  t a x  
exemption. What i t  does,  i n  b r i e f ,  i s  a )  t o  grant  c e r t a i n  l imi ted  immunities t o  v e t -  
e rans  and b) t o  dec la re  wholly exempt such p roper t i e s  of churches,  co l l eges ,  orphanages 
and t h e  l i k e  a s  a r e  used wholly t o  r e l i g i o u s ,  educat ional  o r  ph i l an th rop ic  purposes. 
Under c e r t a i n  condi t ions  works of a r t  loaned f o r  pub l i c  e x h i b i t i o n  a r e  a l s o  t a x  exempt. 

E l a s t i c i t y  of the  Proper ty  Tax 

I n s i s t e n c e  on "no f u r t h e r  inc rease  i n  proper ty  taxes" has  been a  common slogan 
i n  e l e c t i o n  campaigns i n  the  s t a t e  of Ca l i fo rn ia  ever  s ince  the  end of World War 11. 
Systematic a n a l y s i s  of the record i n d i c a t e s ,  however, t h a t  such warnings o r  pledges 
have not  been taken very  se r ious ly .  Taking the  Mayor of Los Angeles and the  members 
of i t s  c i t y  counc i l ,  f o r  example, he re  a r e  the  f a c t s  i n  t a b u l a r  form. What they sug- 
ges t  i s  t h a t ,  i n  a l l  p robab i l i ty ,  the  proper ty  t a x  has  no t  even y e t  reached t h e  l i m i t  
of  i t s  p o t e n t i a l  y i e l d - - t h i s  d e s p i t e  t h e  f a c t  t h a t  i n  t h e  1966 campaign the  winning 
candidates  f o r  e l e c t i v e  o f f i c e ,  both s t a t e  and l o c a l ,  proclaimed more loudly  than ever 
the abso lu te  necess i ty  of "holding t h e  l i n e "  where it then s tood.  



111 TABLE 8.--PROPERTY TAX ELASTICITY IN CITY OF LOS ANGELES, 1957-1958 - 1966-1967- 

Percent 
Tax Rates* 1966-1967 1957-1958 Change 

For city $2.08 $1.88 +lo. 7% 
For county 2.39 1.92 +24.1 
For schools 4.33 3.14 +37.7 
For Flood Control District .39 .29 +44.0 
For Metropolitan Water District $14 .18 -22.3 

Total $9.34 $7.40 +26.1% 

*Per $100 of assessed valuation 

It is impossible to estimate the precise effect of these rates on the taxpayers 
of the City of Los Angeles because until as recently as 1963 the "percentage of full 
market value" at which the county assessor was free to compute assessed valuation 
enabled councilmen (and also county supervisors) to play a kind of numbers game in set- 
ting the tax rate. Throughout the county (and the state) efforts are now being made to 
equalize local assessments as nearly as possible at 25 percent of market value. 

12 / Socioeconomic Factors and Trends 

Population 

&.--In 1960 the median age for males in the Los Angeles-Long Beach SMSA 
(which then also included Orange County) was 30.0 years and for females 31.8 years. 
For Los Angeles County alone the corresponding medians were 30.5 and 32.4. The ex- 
tremes among the communities for which statistics are available were, at the bottom, 
14.5 years for males and 17.8 for females in Watts and, at the top, 46.0 years for males 
and 47.4 for females in Beverly Hills. For the year 1965 statistics are available only 
for Central Los Angeles (city), for Watts and for East Los Angeles (unincorporated ter- 
ritory). The Watts figures had changed to 13.8 years for males and 17.9 for females. 

As for Central Los Angeles, heavily Negro, the 1960 census found the median 
ages for males to be 31.8 years and for females 32.3. By 1965 these figures had 
changed to 28.8 and 33.8 respectively, indicating a widening gap between the sexes. 
East Los Angeles, dominated by people of Mexican extraction, changed during these same 
five years from a 24.1 year median for males and 24.9 for females to medians of 21.8 and 
23.6 years respectively. 

For several other representative communities in the area, the range in median 
ages in 1960 was of this order: 



Ci tv Males Females 

Long Beach 30.9 yrs. 37.0 yrs. 
Glendale 36.9 41.4 
Pasadena 34.6 42.0 
Pomona 27.4 29.2 
Lakewood 25.1 26.7 

West Covina 25.0 
Baldwin Park 24.7 
Pico Rivera 24.1 

Race.--In the year 1960 the races within what is now the Los Angeles-Long Beach - 
SMSA included 5,453,866 whites and 584,905 others of whom the great bulk were Negroes. 
Central Los Angeles city had 5,542 whites, 15,970 Negroes, and 1,855 others; Watts 
4,206 whites, 29,516 Negroes, and 279 others. At the other extreme, Beverly Hills had 
whites predominating at 30,057 compared with others numbering only 760. Pasadena, how- 
ever, was definitely beginning to experience a Negro influx: 98,440 whites and 17,967 
others . 

No 1965 data are available other than for central Los Angeles city, Watts, and 
the unincorporated Mexican-American community known as East Los Angeles. The 1960 sta- 
tistics for several representative communities within the area were as follows: 

City White Other 

Long Beach 
Glendale 
Pomona 
Lakewood 
West Covina 

Baldwin Park 
Pico Rivera 

Regarding the three "problem areas" on which data are available for both 1960 
and 1965, here is how their racial composition changed from 1960 to 1965: 

1965 1960 
Area White Negro Others White Negro Others 

Central Los Angeles 3,140 11,780 590 5,542 15,970 1,855 
Watts 2,900 26,990 100 4,206 29,516 279 
East Los Angeles 67,080 7 0 2,270 70,601 2,111 243 

Perhaps the most significant fact to be noted from these figures is that in all three 
areas both white and Negro populations have declined. What is particularly important, 
however, in the case of Central Los Angeles and Watts is that in both cases the ratio 
of whites to Negroes has also declined--from 34.7 whites to 26.6 per 100 Negroes in the 
one case and from 14.2 to 10.7 in the other. Both areas are clearly tending to become 
Negro ghettoes. 

As for East Los Angeles, its total population has also declined but here, too, 
one finds the tendency toward ghettoism, though in this case for Mexican-Americans. 



Between 1960 and 1965 the number of whites with Spanish surnames increased from 51,156 
to 56,600. And of these, the number born in Mexico jumped from 10,828 to 14,220. 

Occupations.--Within the limits of this report it is possible to present only a 
few statistics pertaining to differences in occupational patterns, particularly within 
the Los Angeles-Long Beach area. Thanks, however, to the availability of the "Community 
Economic Profile" compiled by the Office of Economic Opportunity, several significant 
comparisons can be made between conditions in this SMSA and those in other parts of the 
country. 

To begin with, 49.0 percent of the people in the labor force in Los Angeles 
County were engaged in white collar jobs in 1960, a record matched by only 3 percent of 
all the counties in the United States. Another basic fact is that the proportion of 
males in the labor force fell in the decade 1950-60 from 78.2 to 65.8 percent while for 
the country as a whole it fell from 78.7 percent to 67.2. As of 1964, the latest year 
for which data are available, less than 1 percent of the labor force was engaged in 
either the industrial category of agriculture--forestry--fisheries or that of mining; 
6 percent were engaged in construction; nearly 36 percent in manufacturing; 6 percent 
in transportation, utility and sanitary services; 8 percent in wholesale trade; 18 per- 
cent in retail trade; 7 percent in finance; and 20 percent in services. 

More specifically, of the 97 major classifications within the standard indus- 
trial classification system, the largest number of workers in the county were--and 
probably still are--employed in the production of transportation equipment, the next 
largest number in eating and drinking establishments, and the third largest in the manu- 
facture of electrical machinery and equipment. 

Housing: Quality and Ownership 

Adequacy.--Housing within the Los Angeles-Long Beach metropolitan area varies 
greatly according to the statistics available for the local communities selected for 
study. In 1960 (Orange County was then included in the SMSA) conditions were about as 
indicated in Table 9. (Gross rent consists of the amount paid to the landlord plus the 
utility and heating costs paid by the occupants of the dwelling.) 

Differences in median gross rents are easily discernible. Hand in hand, as a 
rule go the number of people per room in a housing unit: the higher the rent a family 
pays, the more space each individual usually enjoys. There are, of course, exceptions. 
In Lakewood, for example, where the 1960 median gross rent of $113.00 was considerably 
higher than the average, a person apparently would have less space. However, rooms in 
that newly-built area may be somewhat larger than in older sections of the county, 
Most of the structures in Lakewood were less than ten years old at the time of the sur- 
vey. Its median family income of $7,600 was also higher than the SMSA median of $7,073. 
In Watts, where median gross rent was noticeably low, $63.00, crowding was somewhat 
above average and residences were largely of older vintage. 

Comparable data for 1965 were available only for Central Los Angeles, Watts, 
and East Los Angeles. Here are some key figures: 

When Built 
Median Persons Per Room Condition Within Within 
Gross u P Up land Deterio- Dilapi- 10 20 

Area Rent to 112 to 314 More Sound rating ----- dated Years Years 

Central Los 
Angeles $72.00 2,840 1,010 760 2,880 2,790 700 530 5,430 

Watts 74.00 2,650 1,040 1,380 6,010 1,810 340 1,220 4,220 
East Los 
Angeles 77.00 6,480 3,790 4,700 14,120 4,940 1,400 2,200 9,650 





What they suggest  i s  t h a t  t h e  people i n  these  low income a r e a s  managed t o  improve the  
q u a l i t y  of the  housing s l i g h t l y  dur ing the  e a r l y  S i x t i e s .  On t h e  o t h e r  hand, they were 
faced wi th  having t o  pay h igher  gross  r e n t s  out  of very  l imi ted  inc reases  i n  family in -  
come. 

Home Ownership.--In bygone generat ions  when wealth was l a r g e l y  i n  t h e  form of 
land and bu i ld ings ,  home ownership had an importance f a r  beyond what i t  has  i n  contem- 
porary soc ie ty .  For f a m i l i e s  wi th  assured incomes, the  comforts,  p leasures  and conve- 
n iences  of modern apartment l i v i n g  a r e  such t h a t  many people who could a f f o r d  t o  buy a 
res idence never the less  p re fe r  t o  r e n t  one. Even i n  a f f l u e n t  America, however, they con- 
s t i t u t e  so  small  a f r a c t i o n  of the  t o t a l  population t h a t  home ownership remains an i m -  
po r t an t  c lue  t o  t h e  economic well-being and s o c i a l  and p o l i t i c a l  h e a l t h  of a community. 

What i s  o f t e n  c a l l e d  Ca l i fo rn ia - type  f inancing has  supported an enormous bui ld-  
ing  boom i n  t h e  Los Angeles metropol i tan  a r e a  i n  t h e  postwar per iod,  and h a s  a l s o  en- 
couraged p ropor t iona l ly  more fami l i e s  t o  commit themselves t o  t h e  purchase of a home 
than a t  any time s ince  the  Depression of t h e  T h i r t i e s .  The r e s u l t  has  been t h a t  by 1960, 
54.6 percent  of a l l  housing u n i t s  i n  the  Los Angeles SMSA were "owner-occupied," the  
corresponding f i g u r e  fo r  the  c e n t r a l  c i t y  being 46.2. 

While i t  would e a s i l y  be poss ib le  t o  compile t a b l e s  showing i n  d e t a i l  how t h e  
p a t t e r n  of home ownership i n  a l l  of t h e  low income and minor i ty  communities compares 
wi th  t h a t  of Los Angeles i t s e l f ,  one can g e t  a c lue  t o  what t h e  c r i t i c a l  d i s p a r i t i e s  
a r e  l i k e  from a few simple f a c t s .  I n  Centra l  Los Angeles only  20.1 percent  of a l l  
housing u n i t s  were owner occupied i n  November 1965, and i n  Watts 30.3.  I n  neighbor ing 
Willowbrook, on the  o t h e r  hand, 53.0 percent were l i v e d  i n  by t h e i r  owners, 85.1  percent 
of them nonwhite, which i n  t h i s  ins t ance  i s  t o  say Negro. Here i s  c l e a r  evidence of a 
d e s i r e  f o r  ownership and i t  i s  doub t l e s s  accompanied by some p r ide  of ownership, too.  

What i s  no l e s s  s t r i k i n g - - b u t  on the  o t h e r  hand discouraging-- is  t h a t  home 
ownership i n  Eas t  Los Angeles, the  l a r g e s t  Mexican-American community i n  the  County, 
appears t o  have decl ined dur ing the  e a r l y  S i x t i e s .  I n  1960 t h e  percentage of owner- 
occupied homes i n  t h a t  a r e a  was 38.8; by 1965 i t  was down t o  35.1. 

Land-Use P a t t e r n s  

No systemat ic  inqu i ry  i n t o  t h e  land-use p a t t e r n  of Los Angeles County has  been 
made s i n c e  1941 and the  t a sk  is  so prodigious t h a t  the  Regional Planning Commission 
does no t  expect t o  complete another one u n t i l  1970. Under t h e  circumstances,  t h e  only 
observat ions  t o  be made h e r e  a r e  t h a t ,  except f o r  t h e  mountainous t e r r a i n  and the  d e s e r t  
nor th  of the  San Gabrie l  range,  much of t h e  open space s t i l l  a v a i l a b l e  a t  the  c l o s e  of 
World War I1 has  been zoned dur ing the  pas t  22 years  e i t h e r  f o r  homes, f a c t o r i e s  o r  
shopping cen te r s  o r  f o r  s t r e e t s  and highways. 

While t h e r e  a r e  s t i l l  enough a c r e s  devoted t o  pou l t ry - ra i s ing ,  da i ry ing ,  f r u i t  
r a i s i n g  and t ruck gardening t o  enable  t h e  County t o  hold onto  i t s  record of being one of 
the  leading a g r i c u l t u r a l  count ies  i n  the  country ,  t h e r e  can be no doubt t h a t  t h e  p a t t e r n  
i s  changing. Homes, schools ,  s t r e e t s ,  parks,  highways, markets,  f a c t o r i e s  and occa- 
s i o n a l  l a r g e  open spaces,  t h i s  i s  the  land-use p a t t e r n  t h a t  seems des t ined  t o  p r e v a i l  i n  
t h e  Los Angeles-Long Beach a r e a  tomorrow--and unfor tuna te ly  no t  always wi th  the  bes t  
propor t ions  o r  l o c a t i o n s  e i t h e r .  Some 18.4 percent of t h e  land i n  the  County was s t i l l  
devoted t o  farming i n  1959, bu t  t h i s  was 35.6 l e s s  than t h e  acreage t h a t  had been under 
c u l t i v a t i o n  j u s t  f i v e  yea r s  e a r l i e r  and t h e r e  i s  no reason f o r  supposing t h a t  t h e  t rend 
has  changed. 



Income Levels 

According to  the  1960 census,  median family incomes wi th in  t h e  Long Beach-Los 
Angeles a r e a  va r i ed  between $3,584 i n  Watts t o  $16,728 i n  San Marino. Most of t h e  o the r  
r ep resen ta t ive  communities f o r  which information i s  a v a i l a b l e ,  had median incomes per 
family i n  t h e  $6,500 t o  $8,500 range,  $7,073 being the  median f o r  t h e  SMSA a s  a whole. 

For 1965, f i g u r e s  a r e  a v a i l a b l e  f o r  only  t h r e e  communities: Centra l  Los Ange- 
l e s ,  Watts and Eas t  Los Angeles. I n  Centra l  Los Angeles t h e  median had f a l l e n  i n  f i v e  
years  from $4,009 t o  $3,743, though t h i s  may have been because of an inc rease  i n  i t s  
Negro population.  During t h i s  same f ive-year  span, however, t h e  median r o s e  from $3,584 
t o  $3,803 i n  Watts,  which a l s o  acquired a l a r g e r  number of Negro r e s i d e n t s .  A s  f o r  Eas t  
Los Angeles, it showed a gain ,  i f  t h a t  i s  no t  too s t rong  a term, from $5,304 i n  1960 t o  
$5,305 i n  1965. 

R e t a i l  Sa les  

That t h e  Los Angeles-Long Beach a r e a  sha res  f u l l y  i n  t h e  p rosper i ty  o f  Cal i -  
f o r n i a  becomes evident  a t  once upon examination of the  f i g u r e s  f o r  r e t a i l  s a l e s .  I n  i t s  
Community Economic P r o f i l e ,  the  Of f i ce  of Economic Opportunity es t imated t h a t  they 
amounted, i n  t o t o ,  t o  $12,062,516,000 o r  $1,744 per c a p i t a ,  $300 above t h e  n a t i o n a l  av- 
erage.  Only 8 percent of a l l  t h e  count ies  i n  t h e  United S t a t e s  enjoyed an  equal  o r  
h igher  s a l e s  volume per c a p i t a .  

These a r e  the  propor t ions  i n  which s a l e s  a t  r e t a i l  were apparen t ly  d iv ided  l a s t  
year:  food s t o r e s ,  21 percent ;  e a t i n g  and d r ink ing  places ,  10 percent;  general  mer- 
chandise,  18 percent ;  apparel ,  5 percent ;  f u r n i t u r e ,  6 percent ;  automotive, 22 percent;  
gasol ine ,  7 percent ;  lumber, 3 percent ;  d rugs to res ,  4 percent;  miscellaneous,  4 percent.  
A l l  of these  r a t i o s  coincide  r a t h e r  c l o s e l y  wi th  those  f o r  r e t a i l  purchases i n  t h e  
country a s  a whole. 

Employment and Commuting P a t t e r n s  

Taking Los Angeles County a s  a whole, those  employed represented 94.2 percent  
of the  l abor  f o r c e  according t o  the  most r e c e n t  complete count a v a i l a b l e ,  namely t h e  
1960 decennia l  census of population.  This  meant t h a t  the  r a t e  of unemployment i n  t h e  
a r e a ,  5.8 percent ,  was s l i g h t l y  higher  than  t h a t  f o r  t h e  n a t i o n  a s  a whole, 5.6 percent .  
Re la t ive ly ,  however, t h e  s i t u a t i o n  had improved markedly over t h a t  p r e v a i l i n g  i n  1950. 
Ten years  e a r l i e r  Los Angeles County had 7.3 percent  of i t s  l abor  fo rce  unemployed 
whi le  t h e  r a t e  f o r  the  United S t a t e s  a s  a whole was only 5.3.  

No up-to-date r e p o r t  i s  a v a i l a b l e  showing how t h e  l abor  fo rce  i n  t h e  Los 
Angeles-Long Beach a r e a  is  divided according t o  i n d u s t r i a l  c l a s s i f i c a t i o n s ,  government 
se rv ice ,  and the  profess ions .  The bes t  t h a t  can be done i s  t o  i n d i c a t e  wi th  r e spec t  t o  
business  and indus t ry  how t h e i r  employees were a l l o c a t e d  dur ing t h e  f i r s t  q u a r t e r  of 
1964. Here a r e  the  summary f igures :  a g r i c u l t u r e ,  f o r e s t r y  and f i s h e r i e s ,  l e s s  than 
1 percent;  mining, l e s s  than 1 percent;  c o n t r a c t  cons t ruc t ion ,  6 percent ;  manufacturing, 
36 percent;  t r a n s p o r t a t i o n ,  u t i l i t i e s  and s a n i t a r y  s e r v i c e s ,  6 percent ;  wholesale t r a d e ,  
8 percent;  r e t a i l  t r ade ,  17 percent;  f inance ,  insurance and r e a l  e s t a t e ,  7 percent ;  s e r -  
v i c e s ,  19 percent.  

What i s  doub t l e s s  of f a r  g r e a t e r  s ign i f i cance ,  however, from t h e  s tandpoint  of 
s e r i o u s  f i s c a l  d i s p a r i t i e s  among the  va r ious  communities wi th in  t h e  a r e a  i s  t h e  p a t t e r n  
of employment--and commuting--in places  l i k e  Watts,  Willowbrook and Eas t  Los Angeles. 
Here a r e  some o f  the  important f indings  of the  s p e c i a l  census taken i n  t h e  South and 
East  Los Angeles a r e a s  i n  November 1965. 



TABLE 10.--EMPLOYMENT AND COMMUTING PATTERNS IN SOUTH AND EAST 
LOS ANGELES AREAS, APRIL 1960 AND NOVEMBER 1965 

Watts East Los Angeles 
1965 - 1960 1965 1960 

Males 
Employed 3,350 4,726 13,560 16,075 
Unemployed 510 871 1,060 1,490 
Ratio: U to E .I52 ,203 .078 .092 

Females employed 2,060 2,865 7,020 7,397 
Place of work 
Los Angeles county 4,650 6,438 17,780 21,378 
Other 610 36 150 163 

Private transportation 
or car pool 3,740 4,663 12,930 15,612 

From the standpoint of the men in the labor force being able to get some kind 
of a job, the data in Table 10 indicate that conditions in both of these depressed areas 
had improved slightly 'between 1960 and 1965. Whether they really had improved, however, 
depends not so much on what happened to the unemployment of Negroes and Mexican- 
Americans as to their underemployment. For this is where they have suffered the great- 
est diacrirnination--or at least think they have. More than anything else, the policy 
that needs to be emphasized is one of making sure that every person has a fair chance 
to get the best job he is prepared to handle. 

Educational Achievement Levels 

As of 1960, the U.S. Bureau of the Census reported these basic facts regarding 
levels of formal education among people 25 years of age or older in the Los Angeles- 
Long Beach area. 

Number of School Years Completed 
1 to 8 of 

Place 

Los Angeles county 
Los Angeles city 
Central Los Angeles 
Long Beach 
Glendale 

Pasadena 
Pomona 
Beverly Hills 
Lakewood 
West Covina 

Baldwin Park 
Pico Rivera 
Watts 
East Los Angeles 

Elementary 1 to 4 of 
None School High School Median 

12.1 
12.1 
8.4 
12.1 
12.3 

12.4 
12.1 
12.7 
12.2 
12.5 

10.6 
11.5 
9.2 
8.7 



Comparative data are available for only three communities in 1965--Central Los 
Angeles, Watts and East Los Angeles. 

Number of School Years Completed 
1 to 8 of 
Elementary 1 to 4 of 

Place None School High School Median 

Central Los Angeles 3 90 4,200 1,640 8.9 
Watts 450 4,360 2,320 9.7 
East Los Angeles 2,600 16,150 5,380 8.4 

Incidence of Crime 

It goes without saying that the occurrence of crime within a metropolitan area 
depends upon a whole series of factors--the rational and emotional makeup of the crimi- 
nal, the temptations or pressures he may be under, his impulse or calculation regarding 
time and place (which in turn often depend to some extent upon his means of transporta- 
tion and communication), whether he acts alone or is teamed up with others, and, finally, 
the size and vigilance of the local police force. Every community represents some com- 
bination of conditions and circumstances conducive to anti-social behavior and the 
various municipalities in the Greater Los Angeles area are no exception. 

The nature and frequency of criminal activity may change from place to place-- 
and this can make a big difference in its tone or social climate--but no community will 
be free from worry on this score. All that can be done within the limits of this report 
is to give a general picture of the kinds and numbers of felonies cormnitted in Los Ange- 
les County as a whole and in some of its representative communities in 1965, supple- 
mented by raw figures on juvenile arrests for major and minor offenses. 

Table 11 presents this statistical picture in summary form. One of its limi- 
tations is that separate figures are not available for the "contract cities." The rea- 
son for this is that they buy their police service from Los Angeles County and, in the 
reports issued by the State Department of Justice, their statistics are included in the 
data reported by the sheriff's office for the county generally. (Separate figures 
could, of course, be obtained from the contract cities themselves but not without in- 
convenience.) 

Table 12 supplements Table 11 by indicating the incidences of crime within the 
central city of the SMSA, the data again pertaining to the year 1965. Perhaps the main 
comment that needs to be made about it is that Police Division No. 1, Central, covers 
roughly the area which has been referred to above as Central Los Angeles and that Divi- 
sion 12, the 77th Street Division, includes Watts. Division 3, University, like No. 12 
includes some of the poorer sections of the city. So does Division 4, Hollenbeck, 
which borders on the unincorporated Mexican-American community known as East Los Ange- 
les. Division 13, Newton Street, includes a sizable manufacturing district bordering 
on Vernon, the factory enclave. Altogether there are 15 divisions within the central 
city but since there is no longer a No. 2, their numbers run to 16. 

AFDC and OAS Caseloads 

Success begets success and failure begets failure. The fiscal disparities 
analyzed in the first section of this study reflect by and large the hard social reali- 
ties underlying the political-governmental organization of the different parts of the 
area as a whole. One of those hard realities consists of the number of elderly people 
in a community who must depend on charity, either in whole or in part, to meet their 
daily needs. In California the needy aged who are unable to satisfy the residence 



SMSA 

S h e r i f f ' s  Off ice  

Los Angeles 
Long Beach 
Glendale 
Pasadena 
Pomona 

Beverly H i l l s  
Palos Verdes Es ta tes  
San Marino 
Lakewood 
West Covina 

Baldwin Park 
Pico Rivera 
Industry 
Vernon 
Commerce 

Hermosa Beach 
Claremont 
Walnut 
Cer r i tos  

TABLE 11.--FEMNIES AND JUVENILE OFFENSES COMMITTED I N  THE LOS ANGELES- 
LONG BEACH METROPOLITAN AREA, 1965, BY TYPES AND REPORTING AGENCY 

Tota l  

197,084 

40,857 

101,265 
9,767 
1,891 
2,599 
1,553 

46 2 
212 

88 
>k 

1,051 

848 * 
* 

323 * 
542 
176 * 
>'r 

Seven Major Felony Crime Reports 
W i l l f u l  F o r c i b l e  
Homicide 

420 

8 0 

249 
17 
1 
4 
1 

1 - - 
* 
1 

1 
* 
* 
- 
>'r 

1 - 
* 
* 

Robbery 

12,912 

2,004 

8,016 
719 
8 0 

116 
58 

31 
1 - 

* 
24 

32 * 
* 
13 * 
14 
1 * 

* 

Assaul t  

15,835 

3,676 

9,323 
527 

38 
173 
98 

5 
3 
1 

* 
5 9 

78 
>k 

* 
10 
9< 

15 
2 

* 
* 

Burglary 

105,885 

20,469 

50,771 
4,939 
1,111 
1,556 

866 

240 
174 

7 2 * 
655 

510 
>'r 

* 
97 * 

319 
135 * 
* 

Theft  

16,987 

2,594 

9,502 
949 
144 
201 
144 

77 
16 
10 
* 
75 

6 7 * 
* 
96 * 

52 
19 * 
* 

Auto 
Theft  

42,826 

7,531 

22,136 
2,503 

5 08 
5 11 
373 

108 
16 
5 * 

217 

144 * 
* 

106 * 
139 
17 * 
* 

Rape 

2,219 

503 

1,268 
113 

9 
38 
13 

- 
2 - 

* 
2 0 

16 * 
* 
1 * 
2 
2 * 

* 

J u v e n i l e  Offenses 
Minor 

16,418 

3,263 

4,993 
1,157 

338 
716 

91 

54 
38 
2 6 * 

350 

108 * 
* 

6 
* 

70 
6 7 * 
* 

*Data f o r  these c i t i e s  included i n  S h e r i f f ' s  Of f ice  f i g u r e s  



Division 

Central 
University 
Hollenbeck 
Harbor 
Hollywood 

W 
(T\ 
o Wilshire 

West Los Angeles 
Van Nuys 
West Valley 
Highland Park 

77th Street 
Newton 
Venice 
North Hollywood 
Foothill 

TABLE 12.--RELATIVE INCIDENCE OF CRIME WITHIN THE CITY OF LOS ANGELES, 1965, 
BY POLICE DIVISION, BY TYPE OF OFFENSE, AND BY POLICE COST PER CAPITA'& 

(Percent) 

Homicide 

13.7% 
8.8 
5.6 
2.8 
3.2 

10.1 
2.0 
1.6 
1.6 
1.6 

22.9 
17.3 
2.0 
3.2 
3.6 

100.0 

Robbery 

17.2% 
13.5 
3.1 
3.7 
6.5 

11.7 
2.0 
2.7 
2.4 
2.1 

18.0 
10.2 
2.6 
2.3 
2.0 

100.0 

Assault 

10.6% 
12.7 
5.7 
4.9 
4.0 

8.4 
0.9 
2.6 
2.4 
2.8 

20.6 
13.4 
3.4 
2.5 
5.1 

100.0 

Burglary 

8.6% 
9.5 
3.0 
4.6 
8.7 

10.5 
5.2 
6.4 
7.6 
3.3 

11.5 
4.9 
5.1 
5.6 
5.5 

100.0 

Theft 

10.2% 
7.6 
3.0 
4.0 
8.9 

10.7 
5.5 
8.5 
8.9 
3.2 

8.5 
4.2 
6.6 
5.0 
5.2 

100.0 

Auto 
Theft 

11.8% 
10.6 
5.2 
4.2 
8.0 

8.6 
5.2 
5.2 
5.4 
3.2 

14.7 
7.7 
4.4 
3.7 
3.9 

100.0 

Forcible 
Rape 

8.0% 
14.2 
2.9 
3.5 
8.0 

11.6 
3.9 
3.9 
3.5 
2.5 

18.7 
10.5 
3.4 
3.3 
4.1 

100.0 

Police Cost 
Per Capita 



requirement go on general  r e l i e f  (GR), but  t h e  v a s t  ma jo r i ty  a r e  handled by what i n  t h i s  
s t a t e  is  c a l l e d  n o t  o ld  age a s s i s t a n c e  (OAA) bu t  o ld  age s e c u r i t y  (OAS). 

The o t h e r  major group of people "on welfare"  a r e  needy f a m i l i e s  wi th  dependent 
ch i ld ren  and even i n  prosperous Southern C a l i f o r n i a  t h e i r  number i s  legion.  The program 
which has  been s e t  up t o  meet t h e i r  needs used t o  be c a l l e d  a i d  t o  needy c h i l d r e n  (ANC) 
o r  a i d  t o  dependent ch i ld ren  (ADC). Some years  ago, however, i t s  name was changed t o  
"a id  t o  f a m i l i e s  wi th  dependent chi ldren"  (AFDC) and t h e  case  loads  f o r  t h i s  program 
se rve  a s  a va luab le  y a r d s t i c k  wi th  r e fe rence  t o  t h e  f i n a n c i a l  s t r e n g t h  of a community. 

Unfor tunate ly ,  from the  s tandpoint  of t h e  purposes of t h i s  s tudy,  t h e  county 
Bureau o f  Pub l i c  Soc ia l  Se rv ices  keeps i ts  records  by admin i s t r a t ive  d i s t r i c t s  e s t ab -  
l i s h e d  f o r  i t s  own purposes r a t h e r  than by incorporated communities. Since  t h e  Bureau 
uses  only  20 d i s t r i c t s  f o r  the  whole of Los Angeles County inc lud ing  t h e  c e n t r a l  c i t y ,  
many of them inc lude  two o r  more c i t i e s - -excep t  those wi th in  Los Angeles i t s e l f .  Given 
these  circumstances,  the  b e s t  t h a t  can be done i s  t o  s e l e c t  a few d i s t r i c t s  which coin- 
c i d e  wi th  some s u b s t a n t i a l  p a r t  of some of the  communities s e l e c t e d  f o r  a n a l y s i s  i n  t h i s  
r e p o r t  and show what t h e i r  OAS and AFDC caseloads  a r e .  (The f i g u r e s  given a r e  f o r  May 
1967.) 

To ponder the  impl ica t ions  of these  f i g u r e s  even f o r  a moment i s  t o  understand 
which a r e  t h e  more s t a b l e  communities and which a r e  t h e  l e s s .  Glendale,  Pasadena, Long 
Beach, West Los Angeles and Metro North wi th  t h e i r  r e l a t i v e l y  g r e a t e r  numbers of e l d e r l y  
people l i v i n g  on old  age s e c u r i t y  a r e  long s e t t l e d  and q u i t e  s t a b l e  a reas .  But t h e  
Metro South and Southeast  D i s t r i c t s  wi th in  the  Ci ty  of Los Angeles wi th  t h e i r  h igh  load- 
ings  of f a m i l i e s ,  mainly Negro, needing a i d  f o r  dependent ch i ld ren  a r e  anything but  
s t a b l e ,  Consequently t h e r e  i s  always some degree of s o c i a l  u n r e s t  i n  these  a reas .  

Within the  El  Monte D i s t r i c t ,  which is  one of g r e a t  s i z e  geographical ly ,  t h e r e  
a r e  both p o t e n t i a l l y  t rouble- laden c i t i e s  l i k e  Baldwin Park a s  we l l  a s  r e l a t i v e l y  se rene  
l i t t l e  communities l i k e  Claremont. It i s  impossible t o  say  anything about t h e  d i s t r i c t  
as a whole o t h e r  than t h a t  i t  i s  mixed i n  cha rac te r .  

TABLE 13. --OAS AND AFDC CASE LOADS I N  SELECTED DISTRICTS OF 
LOS ANGUS COUNTY, MAY 1967 

D i s t r i c t  OAS Case Load AFDC Case Load 

Metro North (Central  Los Angeles) 18,089 5,485 
Metro South (Centra l  Los Angeles) 7,580 16,034 
Southeast ,  i nc lud ing  Watts 11,431 12,268 
West Los Angeles, inc lud ing  West- 

wood 9,038 2,289 
Long Beach 11,416 4,127 

Glendale 5,429 
Pasadena 4,419 
Belvedere,  inc lud ing  Pico Rivera 

and East  Los Angeles 5,894 
E l  Monte, inc lud ing  Baldwin Park,  

Claremont, Indus t ry ,  Pomona, 
Walnut, West Covina 5,894 



FACTORS AND FORCES AGGRAVATING OR LESSENING INTERGOVERNMENTAL DISPARITIES 

P o l i c i e s  of Ca l i fo rn ia  S t a t e  Government 

Under t h e  Federal Cons t i tu t ion ,  t h e  s t a t e s  have always been vested,  n o t  merely 
i n  theory but  a l s o  i n  p r a c t i c e ,  wi th  plenary power t o  organize l o c a l  government wi th in  
t h e i r  boundaries. Legal ly ,  t h e r e f o r e ,  it i s  the  S t a t e  of  Ca l i fo rn ia  and s p e c i f i c a l l y  
i t s  success ive  Governors, Courts,  and above a l l ,  i t s  Leg is la tu res  who a r e  t o  blame f o r  
whatever troublesome f i s c a l  d i s p a r i t i e s  the re  may be among represen ta t ive  communities 
and school d i s t r i c t s  i n  the  Los Angeles-Long Beach metropol i tan a rea .  For,  having the  
power t o  decide how a l l  the  funct ions  of l o c a l  government should be handled, i t  could 
have decided t o  handle a l l  of them i tse l f - -which is  what a few cynics suggest i t  w i l l  
wind up having t o  do some day un less  i t  provides the  count ies ,  c i t i e s ,  schools and spe- 
c i a l  d i s t r i c t s  wi th  t h e  a d d i t i o n a l  f i n a n c i a l  h e l p  they need t o  do t h e i r  work properly.  

But only i n  the  contemplation of law does a government ever begin de  novo. 
When Ca l i fo rn ia  was admitted t o  the  Union, the  American f e d e r a l  system was a l ready  60 
years  o ld  and many precedents had been es tab l i shed .  One of the  s t ronges t  of these  was 
t h a t ,  p a r t l y  f o r  g r e a t e r  convenience with  regard t o  the  adminis t ra t ion of i t s  own gen- 
e r a l  p o l i c i e s  but a l s o  a s  the  b a s i s  f o r  a system of  l o c a l  r u r a l  government, a l l  the  t e r -  
r i t o r y  of the  s t a t e  should be divided i n t o  count ies .  Los Angeles was one of the  o r i g i -  
n a l  27 count ies  es tab l i shed  i n  1849-50 and, when f i r s t  formed, included most of Southern 
Ca l i fo rn ia  between Santa Barbara and San Diego, an a rea  of approximately 31,000 square  
miles.  Thus i f  in tervening generat ions  had had the  imagination t o  v i s u a l i z e  coming de- 
velopments and the wisdom t o  s e t  up branch county o f f i c e s  ins tead  of s p l i t t i n g  o f f  
f i r s t  one piece and then another  t o  form new count ies ,  t h i s  huge urban agglomeration 
would even now have a general-purpose u n i t  of l o c a l  government which i t  could use  i n  
coping with  metropol i tan problems. (There a r e ,  of course,  a dozen reasons why they 
proceeded a s  they did--but it  is  i n t e r e s t i n g  t o  specu la te  about the  u t i l i t y  of  such a 
huge county i n  t h i s  a rea  today.) 

Another precedent was t h a t  people l i v i n g  i n  a s i n g l e  neighborhood o r  l o c a l i t y  
and needing more s e r v i c e s  than t h e  county could r e a d i l y  provide should be f r e e  t o  in-  
corporate  a s  a c i t y  through which they might, a t  t h e i r  own expense, arrange f o r  po l i ce ,  
f i r e ,  s t r e e t ,  sidewalk, water ,  sewer and l i g h t i n g  se rv ice  under t h e i r  own con t ro l .  

A t h i r d  precedent was t h a t  immediate r e s p o n s i b i l i t y  f o r  publ ic  educat ion should 
be vested i n  small  l o c a l  school d i s t r i c t s  whose boundaries need have no r e l a t i o n  with  
those of  c i t i e s  i n  the  same area .  

It was understood t h a t  a l l  these  types of u n i t s - - r u r a l ,  urban, and school-- 
would be under the  supervis ion of the  s t a t e  i t s e l f .  Yet t h e r e  was a l s o  considerable  
emphasis on l o c a l  self-government, on the  proposi t ion t h a t  democracy begins a t  home, 
and t h i s  was f u l l  of meaning i n  a s t a t e  wi th  mi l l ions  of a c r e s  of cheap land. So 
s t r o n g  indeed was t h i s  sentiment t h a t  when, i n  1879, Ca l i fo rn ia  adopted i t s  second (and 
present) c o n s t i t u t i o n ,  i t  followed the  lead taken by Missouri  four years  e a r l i e r  and 
o f fe red  a l l  c i t i e s  having a population over 100,000 the  p r i v i l e g e  of home r u l e ,  namely 
t h e  r i g h t  t o  d r a f t  t h e i r  own c h a r t e r s .  Subsequently t h i s  was extended t o  a l l  c i t i e s  
over 3,500. 

Municipal Development 

Time precludes anything l i k e  a systemat ic  h i s t o r i c a l  review of the  evo lu t ion  of  
s t a t e  p o l i c i e s  toward municipal development t h a t  have eased o r  exacerbated the  problem 
of l o c a l  f i s c a l  d i s p a r i t i e s ,  but these  a r e  the  main inf luences  t h a t  have been a t  work. 

Incorporat ion.- - In  the  beginning, the Leg i s la tu re  o f ten  provided f o r  t h e  in-  
corporat ion of c i t i e s  by s p e c i a l  l e g i s l a t i o n ,  but the  e v i l s  occasional ly  accompanying 



such action led to the inclusion in the Constitution of 1879 of a section stipulating 
that the Legislature should provide by general law, and only in that way, for the crea- 
tion of cities. Since that time at least, the basic assumption has been that whenever a 
majority of voters in an unincorporated area containing a minimum of 500 inhabitants an6 
following prescribed procedure indicate a desire to incorporate as a municipality, such 
an action will be in the public interest. 

Those who take the initiative in circulating the necessary petition for an elec- 
tion and those who vote for incorporation may or may not be motivated by genuine com- 
munity spirit. The crucial point is that the law seems to make a presumption to this ef- 
fect. The members of the county board of supervisors, who must decide whether to grant 
or deny the petition, may inquire into the motives behind the effort to incorporate but, 
if all the procedural niceties have been observed, they invariably authorize the elec- 
tion. 

The net of all this is that the process of incorporation in California has, un- 
til recently, tended to be much too loose. The state's failure to have formulated a 
clear, substantive definition of a city and its unrealistically low population require- 
ments have permitted the incorporation of "communities" whose operations, as Crouch and 
Dinerman note in Southern California Metropolis " j n  no way resemble those of a 'city' 
in the traditional, accepted sense of the term.:'16 

Stanley Scott giv s an even more astringent description of some of the traves- 
177 ties that have occurred:- 

Cities have been incorporated which have more cows than people, and 
for the purpose of protecting dairy farms against subdivision and 
higher levels of municipal taxation. One city's thoroughfares are 
privately owned (with) access under guard. Another city consists pri- 
marily of cemeteries, has fewer than 300 (living) inhabitants, and de- 
rives most of its revenues from burial fees. Certain cities were able 
to meet the population requirement for incorporation only by counting 
persons residing in motels or patients in sanataria. 

Some cities are enclaves of extremely valuable industrial property, 
whose chief function is the avoidance of taxation and other public 
responsibilities. Other cities are enclaves of poverty, some having 
as little as one-third (of) the state-wide average per capita assessed 
valuation of municipalities. 

Local Agency Formation Connnissions.--Criticism of shoddy incorporations of the 
kind just described led in 1963 to the adoption of what, after four years, wears the 
appearance of a major reform. Declaring its purpose to be "the discouragement of urban 
sprawl and the encouragement of the orderly formation and development of local govern- 
mental agencies based on local conditions and circumstances," the Legislature ordered 
the establishment in each county of a Local Agency Formation Commission (LAFCO) , and 
charged it with controlling the proliferation of local governments in that county. No 
new city or special district can be established without LAFCO approval. 

Each commission is composed of two county supervisors, two members chosen by 
city councilmen from among their number, and a fifth or public member chosen by the 
other four. Each commission normally meets once a month and reviews all applications 
for the formation of new cities or special districts. Collectively they ruled on 5,000 
applications during their first three years (1963-66) and the California Intergovern- 
mental Council on Urban Growth reported in 1966 that, by and large, they were finding 
their role and working constructively, referring many proposals to the county planning 
conmission for advice before taking action, likewise conferring when appropriate with 
LAFCO's adjoining counties. As an indication of what these comissions have accom- 
plished by way of slowing down the incorporation of new cities, not one single new 



munic ipa l i ty  was created i n  C a l i f o r n i a  between August 1, 1966 and J u l y  1, 1967--an un- 
precedented record f o r  the  period s ince  World War 11. 

Annexation.--The only case  i n  which a c i t y  may openly i n i t i a t e  proceedings f o r  
the  annexation of a p iece  of t e r r i t o r y  i s  t h a t  of a piece o f  uninhabited t e r r i t o r y ,  an 
a rea  ad jacen t  t o  a c i t y  and having l e s s  than twelve r e g i s t e r e d  vo te r s .  Otherwise t h e  
i n i t i a t i v e  must be taken by not  l e s s  than one-fourth of t h e  owners of the  land proposed 
f o r  annexation.  Should owners r ep resen t ing  h a l f  the  value  o f  the  land f i l e  w r i t t e n  pro- 
t e s t s ,  t he  e f f o r t  f a i l s .  Otherwise t h e  counci l  may annex t h e  proper ty  by ordinance.  
Much oE the  municipal expansion which has  occurred i n  Southern C a l i f o r n i a  s i n c e  World 
War I1 has  been through annexation of such uninhabited t e r r i t o r y ,  a good d e a l  of i t  a s  
t h e  r e s u l t  o f  qu ie t  nego t i a t ions  between land developers and c i t y  counci ls .  

Consolidation.--Up t o  1909, Ca l i fo rn ia  had no procedure whereby one a l ready  es-  
t ab l i shed  c i t y  might conso l ida te  wi th  another .  At t h a t  time, however, Los Angeles C i ty  
became keenly i n t e r e s t e d  i n  having a s  many a s  poss ib le  of t h e  neighboring suburbs merge 
t h e i r  l o t  wi th  h e r s .  Two cons ide ra t ions  were dominant. I n  the  f i r s t  p lace ,  t h e  l e a d e r s  
of the  c e n t r a l  c i t y  knew t h a t  it could never win a b ig  p lace  i n  the  sun un less  through 
a l a r g e  s t r e t c h  of " s t r i p  annexationP'  and consol idat ion wi th  Wilmington and San Pedro i t  
could acqu i re  a b i g  seapor t .  I n  the  second place  they r e a l i z e d  t h a t ,  depending on how 
quickly  and f u l l y  they exp lo i t ed  the  v a s t  enlargement of t h e i r  water  supply v i a  the  
Owens Valley aqueduct des t ined  f o r  completion i n  1913, t h a t  c o s t l y  ven tu re  could e i t h e r  
tu rn  ou t  t o  be a good investment o r  come a cropper.  

Working w i t h  the  L e g i s l a t u r e  they secured i n  1909 the  enactment of a s t a t u t e  
making conso l ida t ion  poss ib le  when approved by t h e  v o t e r s  of both c i t i e s  involved. This  
accomplished, the  c i t y  proceeded wi th  i t s  plans and, over t h e  next  23 y e a r s ,  ten  suburbs 
consol idated wi th  Los Angeles. (There have been none s i n c e  1932,)  

1909 Wilmington 
1909 San Pedro 
1910 Hollywood 
1.922 Sawtel le  
1923 Hyde Park 

1923 Eagle Rock 
1925 Venice 
1926 Watts 
1927 Barnes City 
1932 Tujunga 

Spec ia l  d i s t r i c t  formation.--California has  been a l e r t  f o r  h a l f  a century  o r  
more t o  t h e  p o t e n t i a l i t i e s  f o r  eas ing ,  i f  not  solving,  metropol i tan  problems through 
the  device  of cre.ati.ng s p e c i a l  d i s t r i c t s  of va r ious  kinds--s ingle  purpose and multipur- 
pose; county-wise, in t ra-county  o r  multi-county; governed by t h e i r  own boards o r  gov- 
erned by o t h e r  o f f i c e r s ,  e . g . ,  boards of superv i so r s ,  se rv ing  ex o f f i c i o ;  c rea ted  by 
the  L e g i s l a t u r e  i t s e l f ,  c rea ted  by county boards of superv i so r s  under e x p l i c i t  author i -  
za t ion  from the  Leg i s l a tu re ,  o r  c rea ted  by t h e  people themselves a c t i n g  i n  accordance 
wi th  a general  s t a t u t e .  

The newest s p e c i a l  d i s t r i c t ,  and one of enormous p o t e n t i a l  s i g n i f i c a n c e  i n  
connection wi th  s e r v i c e s  a f f e c t e d  by f i s c a l  d i s p a r i t i e s  i s  the  Southern C a l i f o r n i a  Rapid 
T r a n s i t  D i s t r i c t  (RTD), c rea ted  by the  L e g i s l a t u r e  a s  t h e  counterpar t  i n  t h i s  r eg ion  of 
Bay Area Rapid T r a n s i t  (BART) i n  the  San Francisco-Oakland SMSA. A l l  i t  i s  doing now is 
opera t ing  t h e  buses taken over from the  former Los Angeles Metropol i tan  T r a n s i t  Au- 
t h o r i t y  (MTA) which provide the  only  publ ic  t r a n s p o r t a t i o n  a v a i l a b l e  w i t h i n  t h e  Ci ty  of 
Los Angeles and l ikewise  the  cheapest  and most f requent  bus s e r v i c e  between the  c e n t r a l  
c i t y  and the  key c i t i e s  i n  the  neighboring coun t i e s  of Rivers ide  and San Bernardino. 
But i t  i s  making i n t e n s i v e  c o s t  and engineer ing s t u d i e s  looking t o  t h e  cons t ruc t ion  over 
the  next  e igh t - t en  yea r s  o f  a system of mass r ap id  t r a n s i t  connecting a l l  t he  more 
densely  s e t t l e d  p a r t s  of t h e  a rea .  

I n t e r l o c a l  contracting.--Intergovernmental  c o n t r a c t s  on t h e  l o c a l  l e v e l  have a 
long and voluminous h i s t o r y  i n  Ca l i fo rn ia ,  t h e  s t a t e  having recognized t h e  need f o r  



arrangements of this kind as early as 1895 when it authorized cities to transfer to the 
county the functions of tax assessment and collection and negotiate agreements for reim- 
bursement of costs. In 1903 cities were authorized to work out contracts with each 
other looking to cooperation in the solution of such problems as water supply, fire 
fighting, street cleaning, and park irrigation. In 1913-15 cities were authorized to 
transfer still other functions to the county. And in 1935 the Legislature authorized 
cities and counties to negotiate general intergovernmental contracts for minimum terms 
of five years. 

Joint exercise of powers,--Mention should also be made of the passage by the 
Legislature in 1921 of the Joint Powers Act. Drafted in rather broad terms, this mea- 
sure permits a county, city, public district or corporation, the state itself, or any 
Federal agency operating within California to enter into an intergovernmental agreement 
for the joint exercise of powers. One of its first and most valuable uses was to make 
it possible for all the sanitary districts in Los Angeles County to arrange with one 
district to administer a joint-district county-wide sewage disposal system. This ar- 
rangement continues to the present day and by common consent represents one of the great 
successes of intergovernmental cooperation in the Los Angeles metropolitan area, 

State-Local Division of Labor 

Generally speaking, California has a clear and sensible division of responsi- 
bility between state and local governments, and among local governments themselves for 
provision of the public services. There are, to be sure, a number of important "spill- 
over" areas but only if misunderstandings are compounded by tough financial problems is 
the tension even likely to become severe. Here is the division of labor between the 
two levels limited to those functions involving serious danger of overlap. 

State Functions Overlap Local Functions 

Assessment of public utilities - Assessment of all other property 
Collection of sales and use taxes - Collection of property taxes 
Higher education Junior colleges Public education 
Highways Freeway routing Streets 
Highway patrol Freeways in cities Traffic regulation 
Health research Mental health Health service 
Supervision of welfare - Administration of welfare 

School Consolidation 

Ever since World War 11, the cost of public education has been skyrocketing in 
California, partly because of inflation but mainly because of the burgeoning school 
population. Inevitably this has meant that local communities have in many cases been 
finding it harder and harder to cover their share of the costs involved. While Gover- 
nors Warren, Knight, Brown and Reagan have all been concerned about the plight of the 
poorer local districts and have been prepared to support larger appropriations for 
school aid, they have also made it increasingly clear that they are not willing to sub- 
sidize waste or inefficiency in the form either of unduly small districts or of con- 
tinued separation of elementary and high school districts. 

No one in Sacramento has been more insistent on this point than Jesse M. Unruh, 
Speaker of the Assembly. Trying to use the psychology of inducements rather than pen- 
alties, he persuaded the Legislature to vote in 1964 a $15 per ADA increase for all uni- 
fied school districts (offering both elementary and high school work) and likewise for 
all elementary districts voting "yes" in an unsuccessful election for unification. 
California still has far too many school districts for its own good, but there have been 



over 200 consol idat ions  during the  past  decade. This i s  how the  s i t u a t i o n  has changed 
i n  the  Los Angeles-Long Beach SMSA i n  the  l a s t  11 years .  

1955-56 Elementary 71 High 17 Jun ior  College 17 Unified 18 Tota l  123 
1966-67 I I 40 " 11 I I  11 I t  3 8 'I 100 

S t a t e  Involvement i n  Local Finance 

From the s tandpoint  of s t a t e  involvement i n  l o c a l  f inance,  Ca l i fo rn ia  p o l i c i e s  
s ince  1879 f a l l  i n t o  t h r e e  periods.  During the  f i r s t ,  1879-1907, property taxes  con- 
s t i t u t e d  the  chief  source of  revenue for  both s t a t e  and l o c a l  government. During the  
second, 1909-33, the  bas ic  scheme was f o r  coun t ies ,  c i t i e s ,  schools and s p e c i a l  d i s -  
t r i c t s  t o  use  the  property t a x  but f o r  the  s t a t e  t o  r e l y  on taxes  l ev ied  on t h e  gross 
earnings  of  p r i v a t e l y  owned u t i l i t i e s  and of c e r t a i n  businesses  opera t ing  on a s t a t e -  
wide bas i s .  The t h i r d  and l a s t  period began i n  the  bottom of the  Depression. This 
period, which s t i l l  continues,  i s  known by the  revenue exper t s  a s  t h a t  of the  Riley- 
Stewart Plan, M r .  Riley having then been S t a t e  Cont ro l l e r  and M r .  Stewart  a key member 
of t h e  S t a t e  Board of Equal izat ion.  What i t  d i d  was t o  r e t u r n  p r i v a t e l y  owned publ ic  
u t i l i t y  property t o  the  l o c a l  t a x  r o l l s  and t o  s h i f t  s t a t e  revenue t o  these  main 
sources: a) s a l e s  and use  taxes ,  b) personal income taxes  and a v a r i e t y  of taxes  on 
s ta te-wide b u s i n e s s . g '  To br ing the  s t a t e  revenue p ic tu re  up t o  d a t e ,  he re  i n  Table 14 
i s  the  a c t u a l  record of r e c e i p t s  f o r  1965-66. 

Two o t h e r  p o l i c i e s  of the  s t a t e  government a l s o  have a major impact on l o c a l  
f inance. Ca l i fo rn ia  inaugurated i n  t h e  e a r l y  1920's what has s ince  become a r a t h e r  
s u b s t a n t i a l  program of s t a t e - r a i s e d ,  local ly-shared taxes.  What it amounts t o  a t  
present  i s  t h a t  c i t i e s  and count ies  ge t  a share  of gas t a x  and veh ic le  l i c e n s e  revenues 
and of s t a t e  veh ic le  code f i n e s ,  p lus  a share  of the motor veh ic le  " in  l i eu"  t a x  f o r  
the  improvement and maintenance of t h e i r  s t r e e t s  and roads and t h a t  c i t i e s  g e t  a sha re  
of l i q u o r  t a x  and l i c e n s e  moneys f o r  the  support  of t h e i r  po l i ce  forces .  A l l  of these  
shared taxes  a r e  divided among l o c a l  communities according t o  population. Af te r  allm- 
i n g  char te red  c i t i e s  t o  experiment with s a l e s  and use  taxes  f o r  a number of years ,  t h e  
Leg i s la tu re  adopted i n  1956 what i s  c a l l e d  the  Bradley-Burns Act. It provides a )  t h a t  
count ies  and c i t i e s  may both levy a 1-cent supplement t o  the  3- and probably soon t o  be 
4-cent s t a t e  s a l e s  and use  tax,  b) t h a t  fo r  the  bare  c o s t s  involved the  s t a t e  w i l l  col-  
l e c t  the  e x t r a  cent  and r e b a t e  the  money co l l ec ted  on the  bas i s  of point-of-sale ,  but  
c) t h a t  any municipal t a x  s h a l l  count wi th in  i t s  boundaries a s  an o f f s e t  a g a i n s t  the  
county t ax .  

These two p o l i c i e s  and the  s i z a b l e  amounts of money they involve have had t r e -  
mendous in f luence  on t h e  p a t t e r n  of  urban development i n  t h e  Los Angeles-Long Beach 
metropol i tan a rea ,  p a r t i c u l a r l y  because of t h e  a v a i l a b i l i t y  i n  t h i s  county of the  Lake- 
wood Plan. No one can be su re  how many new c i t i e s  would have been incorporated i n  Los 
Angeles County dur ing t h e  p a s t  1 3  years  a) i f  they had n o t  been a b l e  t o  count on con- 
t r a c t i n g  with  t h e  county f o r  nea r ly  t h e  f u l l  range of municipal s e r v i c e s  and b) i f  they  
had no t  been assured i n  advance of g e t t i n g  s u b s t a n t i a l  s a l e s  t a x  and motor veh ic le  funds 
wi thout  l i f t i n g  a f inger .  But t h e r e  can be no doubt whatever t h a t  the  number would have 
been much smal ler  than the  31 which were formed, f o r  29 of these  have used t h e  Lakewood 
Plan. . . . 

Despite the  d i s t o r t i o n  earmarked subventions from Sacramento sometimes e n t a i l  
fo r  l o c a l  budgets, t h e  general e f f e c t  of the  s t a t e - r a i s e d ,  local ly-shared taxes  adopted 
up t o  now has  been good. But i t  i s  impossible t o  say the  same th ing  about t h e  Bradley- 
Burns Act. Why? Because a s  a r e s u l t  of the  c lause  providing t h a t  the  1-cent s a l e s  t a x  
r e c e i p t s  be d i s t r i b u t e d  t o  c i t i e s  and count ies  ( fo r  unincorporated a reas ) ,  no t  on the  
b a s i s  of population but on the  b a s i s  of point-of-sale ,  the  process of incorporat ing a 
new city--which ought t o  quicken one 's  c i v i c  s p i r i t  and s i g n a l i z e  t h e  achievement of  



TABLE 14. --STATE OF CALIFORNIA, ACTUAL REVENUES , 1965- 1966 
(thousands) 

Source 

Excise tax: beer and wine 
Excise tax: distilled spirits 
Liquor license fees 
Bank and corporation franchise and income taxes 
Cigarette taxes 

Gift tax 
Horse racing (pari-mutuel) license fees 
Inheritance tax 
Insurance companies tax 
Motor vehicle license fees (in lieu of 

property tax) 

Motor vehicle fuel tax: gasoline 
Motor vehicle fuel tax: diesel and liquid pe- 

troleum gas 
Motor vehicle registration and other fees 
Motor vehicle transportation tax 
Personal income tax 

Private car tax 
Retail sales and use taxes (3 cents) 
Other revenues 

Grand total 

Amount Percent 



some genuine sense of community--has often degenerated into the tawdry business of es- 
tablishing a mere tax shelter. 

Local Taxing Powers 

As already indicated, counties, school districts, and special districts are 
for all practical purposes limited to the property tax. Cities are in much the same po- 
sition, but with these qualifications. Home rule cities may levy any kind of tax not 
prohibited either by their charters or by state law. In addition, all cities are free 
to levy separate charges for such services as water, sanitary drainage, or refuse col- 
lection and disposal. 

Whether property should be exempt from taxation and, if so, to what extent are 
matters which in California are decided by the state. Some critics of the present ar- 
rangement argue that, since the state grants the exemptions, it should reimburse local 
comunities for the tax revenues they lose as a result. But there is no real agitation 
about the matter, not even in Claremont, which--because of the Claremont Colleges, Pil- 
grim Place (for retired clergymen and missionaries) and three church-sponsored retire- 
ment homes--has an extraordinarily large proportion of its assessed valuation exempt. 
Table 15 gives the limits on county, municipal, and school district tax rates and also 
the statutory limitations on their borrowing power. 

Local Borrowing Power 

The formal, legal limits on the borrowing power of counties, cities and school 
districts are indicated in the table just referred to. Realistically, however, the bor- 
rowing power of any local unit is governed by the relative amount of its assessed valua- 
tion, by its record of managerial success, and by whatever equity it has in revenue- 
producing enterprises such as an electric utility system. For Moody's ratings of the 
representative communities and corresponding school districts listed in its 1967 re- 
ports, see Table 16. 

Open Occupancy 

Early in this decade the California Legislature approved the Rumford Act de- 
signed to eliminate racial discrimination with regard to housing. Though the law was 
enforced with moderation rather than fanaticism, many people objected to it and in 
1964 they sponsored an initiative amendment to the state constitution repealing the 
Rumford Act and stipulating that a property owner should have absolute discretion with 
regard to the sale or rental of his property. The initiative, known as Proposition 14, 
passed by something like a 2-1 majority. 

The result was that the battle for open housing was shifted to the courts. 
Believing that Proposition 14 was in conflict with the "equal protection" clause of the 
Federal Constitution, its opponents challenged its validity before the California Su- 
preme Court which, in May 1966, declared it to be invalid. The case, or rather cases, 
were then appealed to the U.S. Supreme Court by the California Real Estate Association, 
which had been one of the sponsors of the initiative. 

By a 5-4 vote, the Court sustained in May 1967 the decision of the California 
Supreme Court. This means that the Rumford Act is still in force. 



TABLE 15. --LIMITATIONS ON LOCAL TAXING AND BORROWING POWER 
TAX RATE LIMITS PER $100 OF ASSESSED VALUATION 

Counties: For accumulative c a p i t a l  ou t l ay  fund 
For l i b r a r y  s e r v i c e  
For e x p l o i t a t i o n  and exposi t ion (4k each) 
For road funds 
For f lood con t ro l  maintenance 

C i t i e s  (general-law) 1.00 

School D i s t r i c t s  ( l i m i t s  f o r  1966-67 which could not be exceeded by u n i f i e d  d i s t r i c t s  
without a vo te  of the  people approving an overr ide)  

For d i s t r i c t s  whose cur ren t  expenses of education f o r  t h e  f i s c a l  year 1963-64 were: 

$600 o r J  more per  ADA 
Less than $600 per ADA 

Grades K-12 

Limita t ions  on Bonded Indebtedness 

Counties 
C i t i e s  
School d i s t r i c t s  

Grades K-12 
Grades K-14 

Grades K-14 

5 percent  of assessed va lua t ion  
15 percent  of assessed va lua t ion  

10 percent  of  assessed va lua t ion  
15 percent  of assessed va lua t ion  



TABLE 16.--MOODY'S RATINGS OF SELECTED COMMUNITIES AND SCHOOL DISTRICTS I N  THE 
LOS ANGELES-LONG BEACH METROPOLITAN AREA, 1967 

City Rating School D i s t r i c t  Rating 

Los Angeles Aa Los Angeles U.S.D. 
Department of Water and Power Aa Los Angeles J.C.D. 
Harbor Department A 

Long Beach Aa Long Beach U.S.D. 
Glendale A Glendale U . S .D. 

Pasadena 
Pomona 
Beverly H i l l s  
Vernon 
Claremont 

Aa Pasadena U.S.D. 
A Pomona U.S.D. 
Aa Beverly H i l l s  U.S.D. 
A Walnut E.S.D. 
A Claremont U.S.D. 

Aa 
A 
Aa 
Baa 
A 

Palos  Verdes Peninsula U.S.D. Baa 
San Marino U.S.D. Aa 
West Covina U.S.D. Baa 
Baldwin Park U. S.D. Baa 

Regional Government P o l i c i e s  

Urban Development 

Assuming t h e  word "regional" t o  mean i n  t h i s  case the  whole t e r r i t o r y  of 
Southern Ca l i fo rn ia ,  one could c i t e  only a couple of pieces of t ang ib le  evidence of 
the re  being something i n  the  na ture  of ( funct ional)  regional  government i n  t h i s  a rea ,  
but  one of them has been of t h e  g r e a t e s t  importance. This i s  the  Metropolitan Water 
D i s t r i c t  of Southern Ca l i fo rn ia  created i n  1927 f o r  the  purpose of br inging Colorado 
River water t o  the  Los Angeles and San Diego a reas  once Hoover Dam had been completed. 
Without i t s  v i t a l  se rv ice ,  the  prodigious urban growth which has occurred i n  t h i s  re- 
gion would have been l i t e r a l l y  impossible. 

The only o ther  s i g n i f i c a n t  ins tance of a "regional" governmental operat ion i s  
t h a t  afforded by the  Southern Ca l i fo rn ia  Rapid Trans i t  D i s t r i c t .  RTD, a s  i t  i s  connuonly 
c a l l e d ,  r e f l e c t s  the  determination of t h e  count ies  and c i t i e s  of t h i s  region t o  develop 
an e f f e c t i v e  system of rapid r a i l  mass t ranspor ta t ion .  Up t o  now i t s  operat ions  have 
been l imi ted  t o  running t h e  bus se rv ice  s e t  up by i ts predecessor the Metropolitan 
Trans i t  Authori ty  (MTA) re fe r red  t o  e a r l i e r .  I t s  s t a f f  i s  hard a t  work, however, on 
plans f o r  the  r a i l  network. 

Planning 

Two kinds of regional  planning a r e  under way i n  t h e  Los Angeles-Long Beach 
SMSA today. One i s  t h e  work of the  Los Angeles County Regional Planning Commission. 
It i s  responsible  f o r  developing a master plan f o r  the  whole county, f o r  working with 
o ther  publ ic  agencies t o  insure  the  f u l f i l l m e n t  of e x i s t i n g  plans,  and f o r  handling mat- 
t e r s  of zoning i n  unincorporated areas .  The o ther  i s  t h e  kind of work being launched 
i n  July 1967 by the  newly formed Southern Ca l i fo rn ia  Association of Governments. 

SCAG, the  counterpart  of ABAG i n  the  Bay a r e a ,  i s  composed of 6 counties--Los 
Angeles, Orange, Riverside,  San Bernardino, Ventura and Imperial--and 89 out  of a pos- 
s i b l e  142 c i t i e s .  It is  s t r i c t l y  advisory i n  character .  Whether any of the  plans for-  
mulated by i t s  s t a f f  a r e  t rans la ted  i n t o  ac t ion  w i l l  depend on t h e  response they evoke 



from the governing bodies of the  counties and c i t i e s  t o  which they pertain.  Its poten- 
t i a l  value l i e s  i n i t i a l l y  i n  the meri t  of the work done by i t s  s t a f f ,  which i s  jus t  now 
being recru i ted ,  and ul t imately i n  the leverage i t  has by reason of the f a c t  t h a t  many 
Federal grants  depend on i t s  approval, espec ia l ly  those within the  ju r i sd ic t ion  of the  
Department of Housing and Urban Development. Its biggest handicap, on the  other  hand, 
i s  the f ac t  tha t  many people a r e  suspicious of i t  for  fear  t ha t  i t  might open the  door 
t o  metropolitan supergovernment. 

Recreation 

Los Angeles County shows i t s  concern for  regional recrea t ion  f a c i l i t i e s  i n  sev- 
e r a l  ways. Through i ts  Parks and Recreation Department i t  plans and operates a number 
of county parks, playgrounds, golf courses and beaches and provides services  t o  a num- 
ber of spec ia l  parkway d i s t r i c t s .  I n  addi t ion,  through i t s  Department of Real Es ta te  
Management, i t  has developed and manages several  small c r a f t  harbors along the Pac i f i c  
Coast . 

Public Safety 

Two pol ic ies  of Los Angeles County deserve spec ia l  mention i n  connection with 
public safety.  By s e t t i n g  up a county-wide Disaster  and Civ i l  Defense Commission in- 
cluding representat ives  of c i t i e s  a s  well a s  i t s  own agencies, the  county has shown ap- 
preciat ion of the f ac t  t ha t  physical t rouble i s  no respecter  of governmental boundaries. 
The other  regional contr ibut ion t o  public sa fe ty  stems from the Lakewood formula which 
the county perfected i n  the  middle F i f t i e s .  By v i r t ue  of the pol ice service the Sher- 
i f f ' s  Office suppl ies  t o  a great  many of the contract  c i t i e s ,  not t o  mention f i r e  pro- 
tec t ion  and several  others ,  Los Angeles County provides the whole SMSA with a t  l e a s t  
the  beginnings of a regional system of public safety.  

Regional Special D i s t r i c t s  

Here a l so  there  a r e  two agencies created by Los Angeles County which a r e  em- 
blematic of regional concern. One is  the county-wide Flood Control D i s t r i c t  dat ing 
from 1915. I t s  work i s  cos t ly  of the taxpayers1 money but i t s  service i s  e s sen t i a l  t o  
the secur i ty  of l i f e  and property i n  many par t s .o f  the area.  The o ther  is  the A i r  Pol- 
lu t ion  Control D i s t r i c t  of more recent  vintage. Early i n  the  postwar period Los Ange- 
l e s  County adopted a policy of unrelent ing pressure against  smog and i t  has never for- 
got ten the pledge. Both d i s t r i c t s  a r e  run by the Board of Supervisors; they r e l i eve  
c i t y  governments of what would otherwise be some very heavy burdens. 

Local Government Pol ic ies  

Tax Comvetition for  Business and Industry 

Competition between c i t i e s  f o r  new business establishments and i ndus t r i a l  
plants  is  probably a s  keen i n  Southern Cal ifornia  as  i t  i s  anywhere i n  the country. 
Every c i t y  and i t s  chamber of commerce does i t s  best  t o  a l e r t  the companies which a r e  
prime candidates fo r  migration t o  the  advantages it o f f e r s  from the angles of transpor- 
t a t i on ,  zoning, water,  power, and labor  supply. But there is  no r e so r t  t o  tax for- 
giveness whatever--nor indeed much d ispos i t ion  t o  emphasize differences i n  tax r a t e s ,  
fo r  they a r e  subject  t o  change. Los Angeles, f o r  example, might wel l  lower i t s  prop- 
e r t y  tax  r a t e  t o  some extent  by requir ing i t s  immensely prof i tab le  Department of Water 
and Power, one of the world's g rea tes t  u t i l i t y  en te rpr i ses ,  t o  make a l a rge r  annual 
contribution t o  the general fund of the  c i t y .  But i t  hes i t a t e s  t o  do so because one 
of i t s  s t rongest  " s e l l i ng  points" i n  persuading firms t o  loca te  within i t s  boundaries 



i s  t h a t  it can o f f e r  unl imi ted q u a l i t i e s  of both water  and power a t  r a t e s  lower than 
those p r e v a i l i n g  i n  many i f  n o t  most o t h e r  communities i n  t h i s  a rea .  

Use of Se rv ice  C h a r ~ e s  and Fees 

Because of inc reas ing  complaints about t h e  burden o f  proper ty  t axes ,  many rep- 
r e s e n t a t i v e  c o r n u n i t i e s  i n  the  Los Angeles-Long Beach metropol i tan  a r e a  have begun t o  
make considerable  use  of s e r v i c e  charges and to  h ike  t h e i r  business  l i c e n s e  fees--or  a t  
l e a s t  t o  consider  taking such s t e p s .  Lacking any b ig  shopping c e n t e r  of i t s  own, Clare- 
mont, f o r  example, b e n e f i t s  only  t o  a l imi ted  e x t e n t  from i t s  one-cent s a l e s  and use 
t ax ,  d e s p i t e  the  f a c t  t h a t  i t s  per c a p i t a  purchasing power i s  r e l a t i v e l y  high. Under 
t h e  circumstances what i t  has  done i s  t o  make two s e r v i c e  charges which toge the r  amount 
f o r  t h e  average household t o  $34 per year: $30 f o r  r e f u s e  c o l l e c t i o n  and d i s p o s a l  and 
$4 f o r  sewer s e r v i c e .  

While the  people of Claremont accepted t h e  imposit ion of these  charges wi thout  
s i g n i f i c a n t  p r o t e s t  (probably because the  c i t y  counci l  made i t  c l e a r  t h a t  t h e  only  a l -  
t e r n a t i v e  was an inc rease  i n  proper ty  t axes ) ,  t h e  neighboring c i t y  of Pomona has  had a 
d i f f e r e n t  experience.  Two years  ago the  counci l  voted t o  impose a s i m i l a r  charge f o r  
sewer s e r v i c e  except t h a t  i t  was c a l l e d  a sewer tax .  One might have thought t h a t  t h i s  
would be only  a semantic d i f f e r e n c e ,  but  i t  has  proved t o  be otherwise.  Both t h e  win- 
n ing candidate  f o r  mayor and one of t h e  winning candidates  f o r  the  counci l  t h i s  s p r i n g  
ran  on a p la t form promising t o  "repeal  t h e  sewer tax." Now they have the  problem of r e  
deeming t h i s  pledge wi thout  i n c u r r i n g  ill w i l l  e i t h e r  by a reduct ion i n  c i t y  s e r v i c e s  
o r  by a new h i k e  i n  proper ty  t axes .  

The c e n t r a l  c i t y  has  a l s o  been giving s e r i o u s  cons ide ra t ion  t o  the  dev ice  of 
t h e  s e r v i c e  charge a s  a means of balancing i t s  budget. Faced with an $18,000,000 reve- 
nue gap, Mayor Samuel W. Yorty proposed a s  p a r t  of a f ive -po in t  program a s e r v i c e  
charge f o r  r e f u s e  c o l l e c t i o n  a s  one way of coping wi th  a l a r g e  f r a c t i o n  of the  d e f i c i t .  
I n  c o n t r a s t ,  t h e  chairman of t h e  c o u n c i l ' s  committee on revenue and t a x a t i o n  urged a 
package approach inc lud ing  a) a 2-percent u t i l i t i e s  use t a x  on gas ,  e l e c t r i c  and t e l e -  
phone b i l l s ,  b) a 10-percent inc rease  i n  t h e  business  l i c e n s e  t ax ,  which had a l ready  
been r a i s e d  once o r  twice i n  r ecen t  yea r s ,  c) an inc rease  i n  the  dog l i c e n s e  f e e  from 
$3 t o  $4, d) f e e s  f o r  excavat ion and t rench resu r fac ing  by p r i v a t e  u t i l i t i e s ,  e)  f ees  
f o r  po l i ce  permits,  f )  con t inua t ion  of t h e  r e a l t y  t r a n s f e r  t a x  which had been adopted 
on a t r i a l  b a s i s  a year  ago, and g) a t a x  on o f f i c e  bu i ld ing  r e n t a l s .  

Other proposals included a 1-percent payro l l  t a x ,  wi th  a $4,000 exemption, on 
a l l  wages earned wi th in  t h e  c i t y ,  a $5 monthly fee  fo r  parking i n  city-owned bui ld ings  
and f a c i l i t i e s ,  and a 2-cent inc rease  i n  t h e  c i g a r e t t e  t ax .  As f o r  t h e  Mayor's f i v e -  
po in t  proposal,  i t  was designed t o  r a i s e  $50,000,000 and reduce the  proper ty  t a x  r a t e  
by 4 9 ~  f o r  every $100 of assessed va lua t ion .  A s  of mid-July 1967, t h e  na tu re  of t h e  
f i n a l  s o l u t i o n  remained i n  doubt,  t h e  Council n o t  being obliged t o  adopt s p e c i f i c  reve- 
nue measures u n t i l  l a t e  August. 

Open Occupancy 

Since t h e  i n v a l i d a t i o n  of Proposi t ion 14 by the  U.S. Supreme Court i n  May 1967, 
both proponents and opponents of the  po l i cy  of open housing have been confe r r ing  f o r  
the  purpose o f  achieving a compromise t h a t  w i l l  i n s u r e  voluntary  compliance wi th  t h a t  
s tandard.  They a r e  looking f o r  a middle ground between t h e  4,500,000 Ca l i fo rn ians  who 
i n  November 1964 voted f o r  P ropos i t ion  14 and t h e  2,300,000 who opposed i t  i n  f avor  o f  
s u s t a i n i n g  t h e  1959 Rumford Housing Act. 

The i n i t i a t i v e  i n  ar ranging f o r  these  d i scuss ions  has  been taken by the  Hous- 
ing  Advisory Corn i t t ee  of t h e  F a i r  Employment P r a c t i c e s  Commission which i s  the  s t a t e ' s  
enforcement agency f o r  t h e  Rumford Act. Having been beaten i n  both t h e  C a l i f o r n i a  and 



Federal courts, it is understandable why the opponents of open housing are interested in 
compromising. But why the proponents? The answer lies in two facts. On the one hand, 
the backers of the Rumford Act realize the enormous complexity of the task of making any 
such law truly effective. On the other, they are obliged to consider the possibility 
that the Rumford Act might actually be repealed by the more conservative Legislature 
elected along with Governor Reagan in November 1966. 

What FEPC's Housing Advisory Committee has proposed to the California Real Es- 
tate Association, which was the prime sponsor of Proposition 14, is a massive publicity 
campaign designed to promote acceptance of the idea of voluntary recognition of every 
person's right to equal opportunity in the field of housing. If CREA responds sympa- 
thetically, which seems likely, and if FEPC itself approves the form and content of the 
advertising, the plan will be submitted to one or two of the major national foundations 
in the hope that they would underwrite the greater part of the $1,000,000 of expenses 
it would entail. 

Meanwhile the first effort by FEPC to test its enforcement authority with re- 
gard to rentals in apartment houses of less than five units has just gotten under way 
in the city of GJendale. Up to now it has been limited to investigating complaints 
about discrimination with respect to apartments with five or more units and to sales 
and rentals of housing built with government financial assistance. But last April a de- 
cision by a Superior Court, granting FEPC a preliminary injunction prohibiting the owner 
of a duplex from evicting a Caucasian tenant and his Negro wife pending a hearing into 
the couple's insistence that they were being asked to move solely because of her race, 
has opened the door to an expansion of the Commission's power. 

Utilization of Federal Funds for Urban Development 

The principal contribution made by the Federal government toward urban develop- 
ment in the Los Angeles-Long Beach area has undoubtedly come as a by-product of its ex- 
penditures in the key "spill-over" areas--for highways, public welfare, education, 
health and hospitals. This is so because these all comprise part of the foundation, 
the infrastructure, for civilized life. However, beyond the range of such programs, 
Federal funding has also made more direct and specific contributions to the strengthen- 
ing or improvement of many urban communities. 

Most of these have to do with urban renewal. Despite the fact that only bits 
and pieces of the vision originally stimulated by this phrase have been realized, a 
number of important things have been happening. Cities like Los Angeles (in the Bunker 
Hill, Hoover and Watts districts), Pasadena, Torrance, Redondo Beach and Santa Fe 
Springs all have projects in various stages of planning or execution. In every case, 
what has made the difference between talk and action has been the availability of "money 
from Washington" to pay for part of the planning and then, a plan having been approved 
and a local renewal agency having been established, to acquire and clear the land so 
that the actual work of rebuilding could begin. 

Finally, mention should be made of the fact that, with all its faults, the War 
on Poverty program and also the beautification and open space programs adopted by Con- 
gress in 1965, are helping to make a number of communities in this area better places 
in which to live. 

Federal Government Policies 

Federal Financial Involvement in Key "Spill-Over" Areas 

Highways.--Supplementing what has just been noted in the preceding section, 
some comment should probably be made regarding the impact of Federal activity in at 



least three of the major "spill-over" areas. Los Angeles is the first of the great met- 
ropolitan regions to have been built up since the automobile came into common use. It 
has no comprehensive system of public transportation and even the proposed RTD system of 
mass rapid transit will leave hundreds of thousands of people in scores of areas depen- 
dent on their motor cars for getting from place to place efficiently. Under theseS'cir- 
cumstances--and especially in view of the tremendous size of the Los Angeles-Long Beach 
region--Federal aid for U.S. highways and the new interstate highways has been indis- 
pensable. Without them the people of Los Angeles County would find it almost impossible 
to develop any sense of community. 

Education.--Special aid for school districts in "Federally-impacted" areas 
around defense installations has been important to a number of comunities in recent 
years, but Federal aid to education generally started only a year or two ago. It has, 
however, been significant for the poorer comunities both inside the central city and 
outside. Consider the Los Angeles Unified School District. According to an article 
by Curtis J. Sitomer (Christian Science Monitor, Western Edition, May 6, 1967), every 
eighth child in the system requires some kind of special attention, the total cost 
amounting to $32 a year. Not quite all of this is paid by the Federal government, but 
much of it is. Consequently there was something approaching consternation in many parts 
of the district this spring (1967) when the Office of Economic Opportunity warned the 
superintendent that Los Angeles might lose $4,000,000 from its antipoverty allotment, 
and California's state compensatory education office notified him that, on top of this, 
the district would probably suffer a severe cutback in the $21,000,000 it was currently 
receiving under the Federal Elementary and Secondary Education Act. 

Among the children getting special help through these funds have been the fol- 
lowing: a) the 15 percent of the city's junior and senior high school students who are 
classed as "underachievers," b) the thousands of Mexican-American youngsters who need 
special language instruction because they have trouble speaking, reading, and writing 
English, c) the juvenile delinquents with police records who are required to attend 
special adjustment schools costing $1,052 per pupil per year, twice the average for 
ordinary students. Los Angeles may have to curtail some of these programs but is most 
reluctant to do so, in part because they help to relieve the social tensions in areas 
like Watts and East Los Angeles. 

Public welfare.--Southern California is prosperous as few places on earth have 
been, but her economy is also marked by great inequality in the distribution of income. 
As already indicated, there are heavy OAS and AFDC case loads in many sections of Los 
Angeles County, and these entail heavy expenditures on the part of the Federal, state 
and county governments. Though these are called "categorical aids1'--meaning that such 
assistance must be meted out to any applicant who fits the stipulations--it has been 
possible up to now for a state to insist on a residence requirement in connection with 
them. Recently, however, a three-judge Federal court in Connecticut declared any such 
requirement unconstitutional on the ground that to enforce it would interfere with a 
person's "right of interstate travel." 

Should this ruling be upheld, it could "alter the basic welfare structure of 
the entire nation," as the Los Angeles Times argued editorially shortly afterward 
(July 7, 1967). No one can be sure to what extent such case loads would grow but wel- 
fare officials in this huge SMSA are understandably apprehensive for Los Angeles nor- 
mally rejects from 150 to 200 applicants every month on the ground of their not meeting 
the residence requirement. State and local governments now bear approximately 60 per- 
cent of all such welfare costs; they would have no option but to demand that the Fed- 
eral government pay a substantially larger share. 

Federal Financial Involvement in Urban Development 

Already by 1964 there were 43 separate Federal urban development programs on 
the statute books and several others have been adopted during the past three years. 



Just how many of these have been used in the Los Angeles-Long Beach metropolitan area 
it is impossible to say. As indicated above, some of the major schemes have been wel- 
comed and a number of projects are under way. But the combination of economic affluence 
and political conservatism has seriously restricted the scope of the Federal government's 
involvement in urban development or redevelopment throughout the county. 

Federal Lendinn and Insurance Activities for Housing 

Home building and home ownership have grown apace in the Los Angeles-Long 
Beach SMSA for a full quarter century and, from the financial standpoint, two Federal 
policies or programs are primarily responsible. These are a) the Federal Housing Ad- 
ministration (FHA) lending and insurance program which has enabled hundreds of thou- 
sands of middle income families to buy homes long before they would have otherwise been 
able to do so, and b) the Veterans housing and insurance plans which have done the same 
for men and women veterans of the armed services. 

By facilitating so much home construction, these Federal policies have con- 
tributed enormously to the broadening and strengthening of the tax base for all local 
governments in the area. If any criticism be warranted, perhaps it would be that the 
Congress might have tried harder to develop a similar formula for families on lower 
income levels. 

Intergovernmental Property Tax Immunity 

Within the state of California this is the situation with regard to property 
tax immunity between governmental units. Local governments (they are the only ones 
using this source of revenue) have no power to tax any state or Federal property. Ar- 
ticle XI11 of the California constitution, dealing with Revenue and Taxation, provides 
however, in Section 1, that all other property "shall be taxed in proportion to its 
value" except that used for free public libraries, free museums, growing crops or pub- 
lic schools. 

If lands and improvements owned by a county or municipal corporation, but lo- 
cated outside its limits, were taxable when acquired, they continue to be subject to 
taxation afterward provided that "no improvements of any character whatever" subse- 
quently constructed by any county, city and county (San Francisco is the only example) 
or municipal corporation" may ever be taxed. . . . Thousands of people all over the Los 
Angeles-Long Beach metropolitan area got a reminder of these facts recently when the 
Los Angeles City Council complained that this year Mono and Inyo counties had unduly in 
creased their assessments of the value of the Owens Valley property bought by its De- 
partment of Water and Power more than half a century ago. (Los Angeles Times, July 13, 
1967.) 

Prognosis Regarding Disparities 

The Central City 

.os Anneles in Comparison with the Rest of the SMSA 

While it is possible statistically to ,add or average many kinds of financial 
data pertaining to the suburban communities in the Los Angeles-Long Beach metropolitan 
area and then compare them with corresponding data for the City of Los Angeles itself, 
one must beware of assuming that such comparisons could yield many clues to what hap- 
pens in real life. The suburbs do not normally act in concert either for the central 
city or against it, nor does the central city maintain a set posture toward all of them 
or an unvarying position toward any one of them. 



Every community, l a r g e  o r  small ,  has  a  pe r sona l i ty  of i t s  own, and i t s  own 
unique resources  and l i m i t a t i o n s .  Some of them a r e ,  t o  be su re ,  s u b j e c t  t o  common in -  
f luences  o r  pressures  and these  can make a  d i f f e r e n c e  i n s o f a r  a s  t h e i r  r e l a t i o n s  with 
t h e i r  neighbors a r e  concerned. But t o  a  very considerable  e x t e n t  each can be the  master 
of i t s  own f a t e .  

Of no c i t y  i s  t h i s  more t r u e  than of t h e  C i ty  of Los Angeles i t s e l f .  Notwith- 
s tanding the  occurrence of the  Watts r i o t ,  i t  i s  a  c lean and decent c i t y  and one finan- 
c i a l l y  sound. It governs i t s e l f ,  admit tedly ,  wi th  a  s t r ange  mayor-council-cum func- 
t i o n a l  commissions and c i t y  admin i s t r a t ive  o f f i c e r  kind o f  system, but i t  balances i t s  
budget every year  and it has  no s e r i o u s  problem of  bonded indebtedness.  I t  owns and 
operates  a  prodigiously  success fu l  water  and power u t i l i t y ,  a  magnificent a i r p o r t  and a  
g r e a t  harbor.  I t  i s  gradual ly  becoming l e s s  dependent on t h e  proper ty  t a x  f o r  municipal 
revenues,  bu t ,  even so ,  conf iden t ly  expects  somewhat increased y i e l d s  from t h i s  b a s i c  
source of funds. . . . 

But t h i s  i s  not  a l l .  Downtown Los Angeles i s  c u r r e n t l y  being r e v i t a l i z e d  by a  
h a l f  b i l l i o n  d o l l a r  bu i ld ing  and redevelopment program climaxing, a s  Ray Hebert ,  Urban 
A f f a i r s  E d i t o r  of t h e  Los Angeles Times repor ted on June 19, 1967, a  per iod of growth 
t h a t  began i n  the  l a t e  1950's a f t e r  t h e  c e n t r a l  business  d i s t r i c t  had experienced an 
economic d e c l i n e  f a m i l i a r  t o  t h e  cen te r s  of most l a r g e  c i t i e s .  Since then about 
$100,000,000 a  year  i n  p r i v a t e  and pub l i c  funds has  been invested i n  r ebu i ld ing  t h e  
downtown a r e a  and re fash ion ing  i t s  sky l ine .  Some 43 percent  of a l l  t he  high r i s e  
bui ld ings  e rec ted  i n  Southern Ca l i fo rn ia  s i n c e  World War I1 a r e  wi thin  an 80 square 
block a r e a  i n  t h e  cen te r  of Los Angeles. Mul t i -s tory  parking garages a r e  a l s o  being 
b u i l t  t o  i n s u r e  convenient access  t o  the  new bui ld ings .  

F i n a l l y  t h e r e  i s  the  mat ter  of gather ing momentum f o r  t h e  cons t ruc t ion  of a  
mass r ap id  t r a n s i t  system f o r  the  metropol i tan  area .  When t h i s  i s  completed and i n  use 
i t  w i l l  f u r t h e r  enhance the  prospects  no t  only of the  c e n t r a l  c i t y  i t s e l f  but o f  i t s  
c e n t r a l  business  d i s t r i c t .  

D i s p a r i t i e s  Among Communities Within the  Cen t ra l  C i t y  

There a r e  f i s c a l  d i s p a r i t i e s  ga lo re  among t h e  l e s s e r  communities o f  which t h e  
l a r g e r  community of the  C i ty  of the  Angels i s  composed, but most of them need be of no 
concern t o  those respons ib le  f o r  publ ic  pol icy .  Bel-Air and Westwood ( t h e  lush  a r e a  
around the  UCLA campus) a r e  r i c h e r  by f a r  per c a p i t a  than Eagle Rock and Van Nuys. 
Malibu and the  Wilshi re  D i s t r i c t  a r e  a l s o  well-to-do compared wi th  San Pedro o r  West- 
ches te r .  But what does i t  mat ter?  A l l  of them a r e  g e t t i n g  along f i n e .  The people i n  
a l l  t hese  communities can r e a d i l y  a f fo rd  t o  pay t h e i r  t a x  b i l l s  t o  t h e  c i t y ,  t h e  county, 
the  school d i s t r i c t ,  and t h e  f lood con t ro l  d i s t r i c t  on the  l o c a l  l e v e l  and l ikewise  t o  
the  s t a t e  of C a l i f o r n i a  and the  United S t a t e s  Government. I n  tu rn  they enjoy equal 
treatment wi th  o the r  sec t ions  of the  c i t y  when i t  comes t o  governmental se rv ices .  

But th ings  a r e  d i f f e r e n t  wi th  regard t o  the  d i s p a r i t i e s  between these  middle 
and upper income s e c t i o n s  of t h e  c i t y  and places  l i k e  Watts and Pacoima and Green 
Meadows and Boyle Heights and E l  Sereno. . . . These low income communities wi th in  the  
c e n t r a l  c i t y  a r e  f u l l  of people--in the  f i r s t  t h r e e  cases  Negroes and i n  t h e  l a t t e r  two 
Mexican-Americans--who have not  y e t  succeeded i n  earning middle c l a s s  incomes o r ,  what 
i s  i n t r i n s i c a l l y  f a r  more important,  i n  developing those middle c l a s s  a t t i t u d e s  which 
a r e  p r e r e q u i s i t e  t o  earning such incomes. 

This means t h a t  they a r e  not  y e t  a t  the  "take-off" s t a g e  and thus  the  quest ion 
a r i s e s  a s  t o  whether they w i l l  even be a b l e  t o  s u s t a i n  t h e i r  r e l a t i v e  pos i t ion  i n  t h e  
l i f e  of t h e  b i g  c i t y  i n  t h e  f u t u r e ,  One of the  most sober ing f a c t s  on t h e  i n t e r n a t i o n a l  
scene today i s  t h a t  t h e  gulf  between r i c h  lands and poor lands  i s  growing apace. Those 
who a r e  concerned about the  s u r v i v a l  of democracy under t h e  impact of m e t r o p o l i t a n i t i s  



must r e a l i z e  t h a t  t h e r e  i s  a l s o  danger of t h e  same t h i n g  happening between r i c h  and poor 
communities i n s i d e  a b i g  c i t y  too.  

What wi th  a l l  t h e  emphasis on equal  oppor tuni ty  t h a t  has been p r e c i p i t a t e d  dur- 
ing  the  pas t  generat ion by Roosevel t ' s  F a i r  Employment P r a c t i c e s  Committee, by Truman's 
Commission on C i v i l  Rights ,  by t h e  Supreme Court ' s  broadening the a p p l i c a t i o n  of t h e  
"equal protect ion"  c l ause ,  by Pres iden t  Johnson' s  "war on poverty" and by t h e  e f f o r t s  of 
Negro l e a d e r s  t o  c a p i t a l i z e  on t h e  cen tenn ia l  of t h e  v i c t o r y  of freedom over s l a v e r y  i n  
the  C i v i l  War, both of t h e  two main minor i ty  groups i n  t h e  Los Angeles-Long Beach a r e a  
have begun t o  g e t  some h e l p  and t o  make some progress toward t h e i r  goal  of e q u a l i t y  wi th  
t h e  dominant White Anglo-Saxon P r o t e s t a n t  WASP's. But they have a long, long way t o  go 
before  they escape frbm t h e i r  ghe t tos  a s  suggested by Conrad's r ecen t  car toon comparing 
Watts wi th  Eas t  Ber l in .  

The Suburban Communities 

The LA-LB SMSA A s  a Whole 

A t  l e a s t  one p red ic t ion  wi th  regard t o  the  f u t u r e  of t h i s  huge metropol i tan  
a rea  can be made wi th  confidence: t h e  u rban iza t ion  of Los Angeles County w i l l  continue 
u n t i l  a l l  t h e  open land south  of t h e  San Gabrie l  range--except t h a t  d e l i b e r a t e l y  r e -  
served f o r  parks o r  o the r  s p e c i f i c  uses--has been b u i l t  up. . . . Probably some of these  
newly bu i l t -up  a r e a s  w i l l  remain unincorporated f o r  extended per iods ,  but  most of them 
w i l l  e i t h e r  be annexed t o  a l r eady  es tab l i shed  c i t i e s  o r  become incorporated themselves. 
I f  t h e  exper ience o f  t h e  p a s t  12 o r  13  yea r s  fu rn i shes  an accura te  guide,  most of them 
w i l l  t r y  t o  incorporate .  

Though the  Local Agency Formation Commission w i l l  undoubtedly do i t s  b e s t  t o  
prevent the  es tabl ishment  of any new c i t y  l i k e l y  t o  have s e r i o u s  f i n a n c i a l  t roub le ,  i t  
would be unreasonable t o  assume t h a t  i t  w i l l  never make a mistake.  Hence the  d i s p a r i t y  
prognosis on t h i s  score  i s  one a n t i c i p a t i n g  some a d d i t i o n a l  troublesome i n e q u a l i t i e s  
among t h e  m u n i c i p a l i t i e s  i n  t h e  SMSA, but  only  a few. 

A "new town" l i k e  Diamond Bar, near  the  e a s t e r n  edge of t h e  county, should have 
no d i f f i c u l t y  i n  "making it" i f  i t s  r e s i d e n t s  decide  t o  incorpora te  r a t h e r  than seek 
annexation t o  Pomona. The Transamerica Corporation i s  gradual ly  developing t h i s  h i s -  
t o r i c  ranch i n t o  a r e s i d e n t i a l  community a s  a commercial ven tu re  and showing good judg- 
ment i n  the  process.  I t s  population,  approximately 10,000 now, i s  expected t o  reach 
i t s  n a t u r a l  l i m i t  of  80,000 by 1980. With most of i t s  fami l i e s  i n  t h e  middle income 
b racke t ,  t h e  chances a r e  t h a t  i t  w i l l  incorpora te  by 1975 i f  not  e a r l i e r .  

Suburban C i t i e s  Per  Se 

The r e a l  problem i s  posed by the  76 c i t i e s  which have a l ready  been formed 
wi th in  t h e  County. . . . W i l l  a l l  of them be a b l e  t o  see  t h e i r  way through t h e  next  
8-10 yea r s  i n  good f i n a n c i a l  h e a l t h ?  I n  most cases  the  answer i s  yes.  They have enough 
resources  t o  su rv ive  without having t o  g e t  more h e l p  from e i t h e r  the  s t a t e  o r  Federal  
government. But some of them may have t o  g e t  a d d i t i o n a l  h e l p  e i t h e r  i n  t h e  form of 
grants- in-a id  o r  s t a t e - r a i s e d ,  local ly-shared taxes .  One h e s i t a t e s  t o  "name names1' i n  
t h i s  ma t t e r  bu t  it is  q u i t e  poss ib le  t h a t  suburbs l i k e  Baldwin Park,  Pico Rivera and 
Compton w i l l  need more and more h e l p  i f  they a r e  t o  avoid s ink ing  deeper i n t o  t h e  morass 
of f i s c a l  d i f f i c u l t y  and despa i r .  

What i s  important above a l l  i s  t h a t  t h e  b l i g h t  represented by communities l i k e  
Willowbrook, Compton, and Eas t  Los Angeles be a r r e s t e d  and t h a t  t h e i r  economic l i f e  be 
s t a b i l i z e d  a t  a l e v e l  h igh enough t o  keep hope burning i n  the  b r e a s t s  of a l l  those  who 
c a l l  such p laces  home. For t h e  s t a t e  and Federal  governments not  t o  cooperate i n  



giving them the help they need will be to run the risk not only of their own slow de- 
mise but of the spreading of the cancer of grinding poverty in ever-widening circles. 

School Districts 

It is patently clear that there are serious disparities among the school dis- 
tricts in this metropolitan area from the standpoint of their own capacity to finance 
their public schools. But of all the problems posed by the differences in revenue- 
raising capacity among the communities within Los Angeles County, this one alone seems 
already to be clearly in the course of solution. California's and the nation's comnit- 
ment to equality of education is so strong that only time will be required to make it 
for all practical purposes a reality. 

Recommendations for Remedial Action 

Democracy means the equal right of every man to prove himself unequal--and the 
same principle applies to groups and communities. Some kind of inequality, some mea- 
sure of disparity, among local communities in a metropolitan area is therefore natural. 
Free men invariably choose to use their freedom to get different goods and services in 
different degrees and the first recomnendation to be offered is one prompted by the im- 
plications of this basic truth. 

1. Let everyone--citizen, official, research analyst--recognize that 
disparities, even fiscal disparities among local communities in the 
same metropolitan area, are not necessarily evils to be avoided un- 
less they either stem from lack of freedom or hamper the freedom of - 
men and communities to develop the best that is in them. 

Public Action 

By Local Cmunities Themselves 

2. By Los Anpeles County: Capitalize even more than at present on 
its great good fortune of being so large and so situated as to em- 
brace the whole inner circle of the Los Angeles-Long Beach metropoli- 
tan area and prepare for even greater service in the field of urban 
affairs (see accompanying Enlarged Map of Los Angeles District). 

a. By charter revision based on the principle of the separa- 
tion of legislative power from administrative authority; 

b. By enlarging the membership of the Board of Supervisors 
from five (each representing about 1,400,000 people) to say 
25 or 33 members all elected on the basis of "one man, one 
vote"; 

c. By continuing the Lakewood or "contract cities" plan, 
charging exactly what the services requested actually cost 
and making the most of the arrangement for metropolitan coor- 
dination of those services; 

d. By making maximum use of its Local Agency Formation Corn- 
mission (LAFCO), not only to forestall the incorporation of 
new cities and special districts that would be neither bal- 
anced nor viable, but also to encourage consolidation on the 



par t  of c e r t a in  ex is t ing  c i t i e s  which should never have been 
incorporated i n  the f i r s t  place; 

e .  By being wi l l ing  t o  es tab l i sh  and operate subordinate 
county service areas  wherever such a device would obviate ,  
e i t h e r  f o r  a time o r  permanently, the incorporation of a new 
c i t y  o r  the creat ion of a spec ia l  d i s t r i c t .  

3 .  BY the City of Los An~eles :  Recognize t ha t  because of being sur- 
rounded by incorporated c i t i e s  (or the f o o t h i l l s  of the San Gabriel 
range), prospects f o r  fur ther  growth by annexation a r e  sharply limited 
Capital ize on i t s  tremendous capacity f o r  fur ther  growth within i t s  
450 square miles of land and strengthen i ts  posi t ion vis-a-vis  the 
other  75 c i t i e s  i n  the  county: 

a. By revis ing i t s  char te r  t o  es tab l i sh ,  i n  place of i t s  
present "mayor-council-cormnissions-city administrat ive of- 
f i c e r  plan," what might wel l  be ca l led  a mayor-council-mana- 
ger plan; 

b. By pers i s t ing  i n  i t s  e f f o r t s ,  j o in t l y  with the  county and 
i ts  neighboring communities, t o  build a mass rapid t r a n s i t  
system; 

c. By working i n  good f a i t h  as  a member of SCAG, the South- 
e rn  Cal ifornia  Association of Governments, t o  consider every 
major governmental a c t i v i t y  from the standpoint of what would 
be bes t  f o r  a l l  of Southern Cal ifornia;  

d. By t ry ing  harder than ever,  and with whatever help may be 
secured, t o  hea l  t he  b ig  sore t ha t  i s  Watts and South Central 
Los Angeles (and where, two years a f t e r  the great  r i o t  every- 
thing seems remarkably--and dangerously--the same), and a l s o  
t o  hea l  the smaller sores  t h a t  a r e  Pacoima, Boyle Heights and 
the l ike .  

4. By the C i t i e s  Outside the  Central City: Work together through the 
League of Cal i fornia  C i t i e s  and Ln other  ways t o  secure a grea te r  mea- 
sure of home r u l e  with respect  both t o  making and enforcing laws and 
regulat ions r e l a t i n g  t o  the growing realm of municipal a f f a i r s ,  o r  
b e t t e r  ye t ,  of urban r e spons ib i l i t i e s  and t o  levying whatever taxes o r  
service charges a r e  required t o  meet t h e i r  needs. Having got ten i t ,  
j u s t i f y  the grant: 

a. By b e t t e r  planning and zoning; 

b. By b e t t e r  management of municipal finances; 

c. By be t t e r  service; 

d. By more extensive use of the Jo in t  Powers Act f o r  doing 
j o in t l y  whatever can bes t  be done t h a t  way; 

e. By considering consolidation e i t h e r  with the  cen t r a l  
c i t y  of the SMSA where t h a t  would be mutually advantageous, 
o r  with some smaller neighbor where t h a t  would make more sense. 

5. BY School D i s t r i c t s :  Proceed with consolidation with a l l  del iber-  
a t e  speed u n t i l  a l l  elementary and high school d i s t r i c t s  have become 
members of unif ied d i s t r i c t s .  S t r i ve  fo r  a be t t e r  balance between 



" l i f e  adjustment" and mastery of sub jec t  mat ter .  Attempt through 
s t a t e  school boards a s s o c i a t i o n  t o  secure  r epea l  of e x i s t i n g  l i m i t s  on 
t ax ing  powers of l o c a l  school d i s t r i c t s .  P r e s s  j o i n t l y  f o r  acceptance 
by t h e  s t a t e  of r e s p o n s i b i l i t y  f o r  f u l l y  h a l f  the  c o s t  of l o c a l  pub l i c  
schools.  

6. By Spec ia l  D i s t r i c t s :  I n s i s t  on t h e i r  r i g h t  t o  ex i s t ence  and op- 
e r a t i o n  wherever no general  purpose u n i t  of government i s  prepared t o  
provide the  s e r v i c e  needed. Otherwise work wi th  t h e  Local Agency For- 
mation Commission f o r  t h e i r  d i s s o l u t i o n  and perhaps f o r  t h e  t r a n s f e r  
of t h e i r  funct ions  t o  subordinate  county s e r v i c e  a reas .  

By Regional Agencies 

7.  By t h e  Southern Ca l i fo rn ia  Associa t ion of Governments: Do i t s  
b e s t  dur ing these  f i r s t  years  following i t s  es tabl ishment  t o  avoid t h e  
twin e v i l s  of doing nothing and thus generat ing the  s p e c t r e  of f u t i l -  
i t y  o r  a t tempt ing too much and thus  r a i s i n g  the  s p e c t r e  of r eg iona l  o r  
metropol i tan  government. 

8, By t h e  Metropolitan Water D i s t r i c t :  Keep up t h e  indispensable  
work of the  pas t  40 yea r s  insur ing  adequate supp l i e s  of water  f o r  t h e  
Los Angeles and San Diego metropol i tan  a reas .  

9. By t h e  Rapid T r a n s i t  D i s t r i c t :  F i n i s h  those  planning s t u d i e s  so  
t h a t ,  i f  and a s  t h e  L e g i s l a t u r e  provides t h e  needed funds, t h e  work of 
cons t ruc t ion  can begin. 

10. By t h e  Two County-Wide D i s t r i c t s :  Move ahead wi th  flood con t ro l  
and a i r  po l lu t ion  c o n t r o l s  wi th  a l l  d e l i b e r a t e  speed, e s p e c i a l l y  i n  
r e s p e c t  of the  l a t t e r .  

11. By t h e  Local Agency Formation Commission: Authorize and encour- 
age t h e  Local Agency Formation Commission t o  work p o s i t i v e l y  f o r  con- 
s o l i d a t i o n s  and annexations,  and f o r  the  d i s s o l u t i o n  of unviable  
c i t i e s  o r  s p e c i a l  d i s t r i c t s ,  a s  we l l  a s  f o r  t h e  o r d e r l y  d e n i a l  of ap- 
p l i c a t i o n s  t o  ar range f o r  e l e c t i o n s  t o  e s t a b l i s h  new c i t i e s .  

By t h e  S t a t e  of C a l i f o r n i a  

12. Revision of t h e  Const i tu t ion:  Amend t h e  sec t ions  pe r t a in ing  t o  
l o c a l  government t o  embody these  p r inc ip les :  

a.  Counties s h a l l  c o n s t i t u t e  both subdivis ions  of the  s t a t e  
f o r  t h e  more convenient and e f f e c t i v e  admin i s t r a t ion  of i t s  
own laws and r e g u l a t i o n s  & u n i t s  of l o c a l  self-government 
l e g a l l y  capable of performing, e i t h e r  on a  county-wide o r  l i m -  
i t e d - t e r r i t o r i a l  b a s i s ,  any pub l i c  se rv ice - - ru ra l ,  urban, o r  
metropolitan--which i t s  c i t i z e n s  want i t  t o  perform, provided 
only  t h a t  no person be taxed f o r  a  s e r v i c e  from which he  does 
no t  b e n e f i t .  

b. C i t i e s  s h a l l  c o n s t i t u t e  general-purpose u n i t s  of l o c a l  
self-government and s h a l l  l ikewise  be capable,  l e g a l l y ,  of 
performing, e i t h e r  on a  city-wide o r  more l i m i t e d  t e r r i t o r i a l  
b a s i s ,  any publ ic  s e r v i c e  which i t s  c i t i z e n s  want them t o  per- 
form, provided only t h a t  no person be taxed f o r  a  s e r v i c e  from 
which h e  does n o t  benef i t .  



c. No new county may be formed having a population of less 
than 50,000 and no new city with a population of less than 
2,500. Any community having less than 2,500 people may ask 
for recognition as a "county service area," in which case the 
county in which it is located shall arrange with a citizens 
advisory committee for the appointment of a service area mana- 
ger, provide the services requested, and tax the residents ac- 
cordingly. 

d. County and city governments shall both be organized on the 
basis of separating legislative power from administrative au- 
thority and to this end every county and every city shall 
adopt some form of "elective council-appointive manager" plan 
under which not more than two offices may be made elective in 
addition to those of the supervisors or councilmen. No legis- 
lative body may number less than five or more than 33 and all 
members shall be elected on the basis of one man-one vote, 

e. Counties and cities may levy whatever taxes, fines, pen- 
alties, service charges, and license, permit or franchise fees 
as may be required to meet their needs, except as specifically 
prohibited by law. 

f. Special districts with their own boards and taxing power 
shall be created only when the services they would perform 
cannot be provided by counties or cities. No election may be 
held to establish such a district unless the petition has been 
approved by a county "local agencies formation commission" 
composed of two members designated from among its membership 
by the board of supervisors, two members selected by their 
fellow councilmen from among all mayors and city councilmen 
within the county, and a public or state member designated by 
the Governor. 

g. Responsibility for public education shall be vested lo- 
cally in school districts operating under their own elective 
nonpartisan boards and offering both elementary and secondary 
work and, at their option, junior college courses. No such 
district shall be organized unless the average daily atten- 
dance of pupils gives promise of totalling 500. 

h. Counties, school districts, and special districts may bor- 
row up to 5 percent, and cities up to 15 percent, of the 
assessed valuation of their property on the basis of a simple 
majority of those voting on the issue, provided four-fifths 
of the members of their governing boards agree. Otherwise a 
60 percent majority shall be required. 

i. Nothing in this constitution shall prohibit the Legisla- 
ture from enabling the people of a metropolitan area from forrn- 
ing a regional government supplemental to their county and 
city governments in case these basic local units should, in 
their judgment, prove unable to cope effectively with problems 
metropolitan in character or dimension. When and if such re- 
gional governments are formed, their legislative bodies con- 
sisting of a maximum of 33 members shall be elected on a one 
man-one vote basis and shall have appropriate taxing power. 
Before authorizing the establishment of such a regional agency, 
however, and vesting it with governmental power, the Legisla- 
ture shall give due consideration to using the county, or to 
consolidating two or more counties, for this purpose. 



13. Action by the  Governor and Legislature: 

a .  Make a vigorous, sustained and good-spirited attempt t o  
simplify the maze of l oca l  governments and eliminate the  small- 
e r  and l e s s  e f f i c i e n t  un i t s  by of fe r ing  subs tan t ia l  f inanc ia l  
inducements i n  the form of proportionately la rger  grants  o r  
subventions, guaranteed f o r  no t  l e s s  than f i ve  years,  t o  coun- 
t i e s ,  c i t i e s ,  school d i s t r i c t s  and special  d i s t r i c t s  which 
would e i t h e r  consolidate with neighboring un i t s  of the same 
type (or adopt the s t a t u s  of county service areas) t o  meet the  
minimum population standards indicated. 

.> . 

b. Continue the Intergovernmental Council on Urban Growth, es- 
tablished i n  1963, but enlarge i t  t o  include a t  l e a s t  two Sena- 
t o r s  and two Assemblymen; strengthen i t s  influence and symbol- 
i z e  the subs tan t ia l  and enduring i n t e r e s t  of the s t a t e  i n  urban 
problems by es tab l i sh ing  i n  the Governor's Council a Department 
of Local Government and having it serve as  the  s e c r e t a r i a t  f o r  
the Council. 

c. Revise the s ta te - loca l  revenue system along these l ines:  
1) ease the property tax  burden fo r  loca l  communities, and es- 
pecial ly  fo r  counties and school d i s t r i c t s ,  by increasing 
s t a t e  a id  for  soc ia l  welfare and public education--but only 
for  d i s t r i c t s  showing ser ious tax e f for t - - in  the l a t t e r  case 
u n t i l  such assis tance covers from 50 t o  60 percent of a l l  cur- 
r en t  costs .  

d. I n s i s t  on greater  professional izat ion on the par t  of prop- 
e r t y  assessors  and, t o  t h i s  end, increase the supervisory au- 
t ho r i t y  of the  S t a t e  Board of Equalization over county asses- 
sors .  

e .  Levy a 25 percent l oca l  supplement t o  the s t a t e  personal 
income tax and disburse t he  f u l l  amount col lected from the 
residents  of each county to  t h a t  county, simultaneously l i m -  
i t i n g  counties t o  a maximum property tax r a t e  of 5 0 ~  per $100 
of assessed valuat ion.  (For 1966-67 the r a t e  was $2.3891 i n  
Los Angeles County. ) 

f .  Remove a l l  l imi ta t ions  on property tax  r a t e s  fo r  c i t i e s  
and school d i s t r i c t s  f o r  general fund purposes. 

g. Reimburse l oca l  governments for  revenues l o s t  because of 
property exemptions granted by the s t a t e ,  l ikewise fo r  revenues 
l o s t  because of the i n a b i l i t y  of l oca l  u n i t s . t o  tax  s t a t e  prop- 
e r t y .  Subject a l l  exemptions t o  periodic  review. 

h. Increase the r a t e  of the  s t a t e  s a l e s  and use tax from 3 t o  
4 cents  and use the increased revenue fo r  the  la rger  grants  o r  
subventions recommended under "c" above. Otherwise, impose a 
1-cent loca l  supplement and disburse the proceeds t o  c i t i e s  
and counties on the  bas i s  of population. I n  no case should 
the  revenues from a second 1-cent l oca l  sales-use t ax  be d i s -  
t r ibu ted  on the bas i s  of point of s a l e  a s  is the  case with the 
f i r s t  cent. 

i. Broaden t he  base of the s a l e s  and use tax by extending it 
t o  include consumer services .  Food should, however, continue 
t o  be excluded from the base. 



j. Repeal the motor vehicle  " in l ieu" tax  but increase the 
motor vehicle  l i cense  tax  by 50 percent and continue sharing 
the  proceeds with c i t i e s  and counties according t o  the  present 
formula. 

k. Should the s t a t e  i t s e l f  need more funds t o  carry out  t he  
foregoing program, increase the r a t e s  fo r  the  Cal ifornia  per- 
sonal income tax,  a t  t he  same time making the r a t e  s t ruc tu re  
more progressive and put t ing  payments on a withholding bas i s .  

BY the Federal Government 

14. Reimburse l oca l  governments fo r  the  costs  of whatever services  
they render t o  Federal property. 

15. Consolidate and simplify the  present complex "system" of grants- 
in-aid t o  s t a t e s  and l o c a l i t i e s .  

Pr iva te  Agencies 

16.  Mass Media: Let it be hoped t h a t  the Los Angeles Times, the  
great  and responsible newspaper of t h i s  burgeoning metropolitan area-- 
together with a l l  the other  mass media of press,  radio and te lev is ion  
which measure themselves by comparably high standards--continue both 
t o  cu l t i va t e  among the  people of t h i s  area a vis ion of the  c i t y  j u s t ,  
humane and magnificent, and t o  provide them with the  information and 
analyses on which they can base i n t e l l i g e n t  vot ing and e f f ec t i ve  c iv i c  
act ion.  

17. Let p r iva te  business follow the lead of the Management Council f o r  
Merit  Employment Training and Research, headed by H. C. "Chad" McClel- 
l an ,  i n  providing more and more opportuni t ies  f o r  Negroes and Mexi- 
can-Americans t o  find jobs t h a t  w i l l  enable them t o  earn decent in- 
comes f o r  t h e i r  families.  

Public and Pr iva te  Jo in t  Action Programs 

Perhaps a l l  t h a t  need be said here i s  t h i s .  The problems posed by the  infe-  
r i o r  posi t ion of t he  Negro and Mexican-American minor i t i es  a r e  so great--even i n  so gen- 
e r a l l y  for tunate  a metropolitan connuunity a s  t ha t  of the  Los Angeles-Long Beach area-- 
t h a t  i t  i s  imperative t h a t  t he  church, the  mass media, business,  government, organized 
labor,  and no t  l e a s t  the  schools and col leges a l l  work on them together.  

Epilogue 

Here is the  d r a f t  working hypothesis with which the  author began intensive 
work on t he  project  i n  mid-May. Now a t  the  end, i n  mid-July (1967), he would l i k e  t o  
think himself e n t i t l e d  t o  wr i te  a t  the end: Q.E.D. 

1. There a r e  many s izab le ,  dramatic, regre t tab le ,  and i n  some ways in-  
equi tab le  f i s c a l  d i s p a r i t i e s  among loca l  comnunities i n  the  Los Ange- 
les-Long Beach metropolitan area. Thanks, however, t o  the  aff luence 
of Southern Cal ifornia  and t o  the r e l a t i v e  generosity of t he  s t a t e  by 
way of basic  a id  fo r  a l l  l oca l  school d i s t r i c t s  and of equal izat ion 



aid and supplemental support for the poorer ones, hardly any of these 
inequalities can fairly be described as critical. Many units of lo- 
cal government in the region have difficulty in paying for the ser- 
vices they need and want, but disaster is nowhere iminent. 

2 .  Even more encouraging is the prospect that the more serious among 
these disparities seem destined in course of time to be eased or 
eliminated. Three main developments account for this: a) the enact- 
ment by the Legislature in 1963 of a law requiring each county to set 
up a Local Agency Formation Commission (LAFCO) to prohibit from now 
on either the incorporation of any cornunity not genuinely viable, or 
(what is likewise of major importance in California) the establish- 
ment of any special district not urgently needed; b) the adoption and 
implementation by the state of a policy of offering smaller and weaker 
school districts tangible inducements to consolidate; and c) gradu- 
ally increasing reliance on state-raised, locally-shared taxes with 
regard to city and county services as well as public education. 

3. Yet two qualifications of this generally happy prognosis must be 
made: a) to the extent that the Legislature enacts additional pro- 
grams of health, welfare or any other kind of service and charges lo- 
cal governments with responsibility for their administration without 
providing the revenues needed for their support, the disparities now 
existing might well be increased; in some cases they could then become 
critical; b) unless Southern California's Negro and Mexican-American 
minorities are given both more substantial and more imaginative as- 
sistance toward full participation in California's economic and polit- 
ical life, there is a danger, particularly in the Watts-Willowbrook 
area, that this low-festering sore could grow until it blights the 
prospects not only of the central city but those of its suburbs as 
well. ' 
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Fiscal Disparities in the 
SAN FRANCISCO -OAKLAND, CALIFORNIA 

Metropolitan Area 

Excerpts from a Report by 
George F. Break 

University of California, Berkeley 

Central Outside 
Major Fiscal Disparities, 1965 City Central City 

Per capita State and Federal aid $133 $150 

Per capita revenue from taxes 248 217 

Per capita educational expenditure 7 9 158 

Per capita noneducational expenditure 269 222 

1 Total estimated population, 1964 (thousands) 1,109 1,783 

The disparities are considerable among the five counties that 
make up the San Francisco-Oakland metropolitan area, but their effect is 
being lessened in several important ways. Education, handled by school 
districts, has benefited from the unification of these districts encour- 
aged by the Unruh School Consolidation Act of 1964. 

Public welfare is a county function, and cities in the San Fran- 
cisco area can therefore devote their budgets to localized public ser- 
vices with no spillover effects. Both cities and counties rely heavily 
on the property tax for financing, and a new law will aid greatly in 
eliminating nonuniform assessment ratios that have created horizontal 
and vertical disparities in tax administration. 
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Midway in the long, tumultuous summer of 1967 it is all too clear that in no 
metropolitan area in the country have public services reached, or even come close to, 
the scope and quality required to provide equality of economic opportunity to all citi- 
zens. These fiscal gaps are greatest, of course, wherever the poor are highly concen- 
trated, and in the SF0 SMSA this occurs in San Francisco and its immediate suburbs to the 
south and in Oakland, Berkeley and Richmond in the East Bay. Though their critical im- 
portance seems indisputable, these disparities cannot be objectively quantified, given 
our present uncertainties concerning the best ways and means of developing human economic 
capital, and this report consequently can do no more than note their existence. The 
analysis below, in other words, deals not with disparities between aspirations and 
achievements but rather with disparities between good performance and poor performance 
and between high and low fiscal resources. The mitigation of fiscal disparities of this 
latter sort is an important task, but it represents only a first step in the solution of 
our outstanding metropolitan fiscal problems. 

INTRODUCTION 

. . . Primary attention was given to elementary and secondary education partly 
because it ranks first among all metropolitan spending programs and partly because the 
gap between needs and performance seems especially large in this area. Section I1 deals 
first with questions of size and efficiency and concludes that although unduly small 
school districts still exist in the SF0 SMSA, notable progress has been made under the 
stimulus of State incentives, in the formation of unified school districts that are 
large enough, given the will and the resources, to provide high quality educational ser- 
vices to their residents. Alternative measures of fiscal resources and of tax effort 
are then presented. How critical the disparities thus revealed are is a debatable ques- 
tion, but the measures developed may be used as a basis for the evaluation of such much- 
discussed fiscal reforms as the use of areawide property taxes to finance schools, the 
expansion of Federal ESEA grants, and changes in the design of State grants for school 
purposes. 

The second major area of metropolitan fiscal concern, analyzed in Section I11 
is that of public welfare. In spite of well developed Federal and State grants-in-aid, 
this function still absorbs a significant amount of local funds, and our analysis shows 
that these burdens vary considerably from one Bay Area county to another. These dis- 
parities exist regardless of whether the property tax base is measured by assessed valu- 
ations or by estimated market values, and they are even g,reater when measured by adjusted 
gross income reported on State tax returns or by taxable retail sabs. Given the uneven 
distribution within the metropolitan area of welfare case loads an$ the- much wider dif- 
fusion of the social benefits of income-maintenance programs, local financing of these 
public activities should be discontinued. Full Federal financing is in my opinion de- 
sirable, and its adoption would release a significant amount of local tax resources in 
the SF0 SMSA for the support of important metropolitan development programs. 

Section IV deals with the fiscal disparities of SF0 municipalities, and fiscal 
data are presented for a systematically selected sample of 22 cities. Evaluation of the 
results is complicated by the blending of different amounts of benefits-received and 
ability-to-pay taxation. Disparities arising from the former, it is argued, create no 
need for policy action, and until the latter are successfully isolated, specific inter- 
governmental fiscal reforms cannot be designed. Nonetheless, the data presented do 
bring out some of the basic fiscal characteristics of high-income bedroom communities, 
industrial enclaves, middle income commercial cities and so forth. 

The final section of the report deals with special districts and presents sum- 
mary data on the nine major multicounty agencies operating in the Bay Area. These 
handle such important interregional problems as air pollution control, intercity trans- 
portation, urban planning, and open space (both land and water) conservation and develop- 
ment. Though their activities may seem hesitant and tentative and their powers are 



strictly limited, an important beginning has been made, an extensive program of data 
collection and analysis is underway, and there is promise at least of cooperative solu- 
tions to outstanding metropolitan problems. 

ELEMENTARY AND SECONDARY EDUCATION 

. . . The combining of existing elementary and secondary districts into a 
single, "unified" district has been optional under California State law since 1945. Be- 
ginning in the fiscal year 1953-54, the State offered a financial inducement for unifica- 
tion. However, the rich districts, i.e., those not receiving equalization aid, did not 
get any extra money and for the others, the percentage amount of increase in state aid 
varied directly with assessed valuation per pupil. The absolute amount of bonus per uni- 
fied district depended on its proportion of elementary students; in any case, it was in 
the order of $10-$20 per student in the first year and tapered down to zero after the 
fifth. Aside from the complicated nature of the bonus and the fact that it was tempo- 
rary, the progress of unification was impeded by the provision that a negative vote in 
any single district included within the proposed unification plan vetoed the plan. 

Assembly Bill No. 145, Chapter 132, Statutes of 1964, First Extraordinary Ses- 
sion, improved the outlook for unification in several ways. First, the legislature ex- 
pressed its clear intent that unified school districts, kindergarten or grade 1 through 
grade 12 be adopted throughout the state, and this had not before been stated. Secondly, 
the unification bonus was changed to a flat $15 per student and as far as anyone knows 
will be continued indefinitely, i.e., it does not taper off. Third, once county commit- 
tees had drawn new unification plans and had had them approved by the State Board of 
Education, new local elections on the formation of districts were required to be held. 
The outcome rested on a simple majority vote of the whole area of the new district (no 
single component district could veto). If the total vote was unfavorable, then an area- 
wide tax of $0.60 per $100 would be applied to the assessed valuation of the elementary 
districts and a tax of $0.50 per $100 to the valuation of the high school district, both 
sums to be distributed among the component districts on the basis, essentially, of en- 
rollment. No tax haven that is, can any longer go scot-free with respect to local con- 
tribution for public education. Finally, those component districts that voted favorably, 
when the total vote was unfavorable, received the $15 per student bonus, even though they 
did not become, of course, a part of a unified district. 

Between the school years 1963-64 and 1966-67, the number of unified districts 
increased by 73, while the number of elementary districts declined by 350 and the number 
of high school districts by 69. The State Department of Education has reported, "In 
fact, in the two years 1965 and 1966 school district unification just about equalled 
that of the 20 years immediately preceding 1965.111/ 

The statutes of California made no reference to the minimum size of unified 
districts until 1964. . . . Now, the approved minimum size of school districts in 
California is 2,000. 

Recent support for 50,000 to 80,000 as the optimal sizes for school districts 
is provided by an empirical study by Nels W.Hanson, but Werner Hirsch failed to find 
significant economies of scale in his study of St. Louis schools./ In any case . . . 

11 California State Department of Education, Recommendations on Public School Support, - 
1967, Sacramento, The Department, 1967, pp. 57-58. 

21 Hanson, "Economy of Scale as a Cost Factor in Financing Public Schools, "National 
Tax Journal (March 1964) and Hirsch , "Determinants of Public Education Expenditures ," 

(continued) 



in 1965-66 only two unified school districts in the Bay Area exceeded the 50,000 level, 
one being Oakland with 62,756 pupils and the other being San Francisco with 100,407 (ad- 
justed to a K-12 basis). . . . All five counties have increased the proportion of their 
students attending unified school districts with more than the state's official minimum 
size enrollment (2,000) and with more than Charles S. Benson's minimum size enrollment 
(10,000). San Francisco met both tests in 1960-61, and the other four counties all im- 
proved their situations over the five-year period of comparison, Alameda and Contra Costa 
being especially notable in this respect. Important progress, in short, has been made. 

COUNTY FISCAL AND WELFARE DISPARITIES 

California counties spend most of their money on public welfare and raise most 
of their own funds from the property tax. . . . 

. . . The following table brings together some indicators of fiscal need and 
ability. In the former category are population, locally-financed welfare expenditures 
and ESEA school grants; in the latter are two measures of taxable property, one based on 
assessed valuations and the other on estimated market values, two measures of taxable in- 
come, and the final measure shows the base of the state sales tax. Some very interesting 
county characteristics are revealed by these data. Alameda is a high need, low ability 
county, though a sales tax would apparently provide its most productive source of reve- 
nue relative to the other counties. Marin and San Mateo, in contrast, have larger rela- 
tive shares of taxable resources than they do of fiscal needs, and the sales tax would 
be their least favorable source of revenue. There is also a strong indication that the 
three basic measures of taxpaying ability--property, income and sales--are distributed 
quite differently among the five counties. 

Cities 

The following tables present the basic fiscal and economic data for the sample 
of 22 cities selected for study. . . . All California cities currently spend most of 
their money on rather localized public services (i.e., with relatively unimportant 
spillover benefits). For taxes they rely almost entirely on property and sales levies, 
with the former being almost twice as important as the latter. 

. . . The most important disparities, as far as the ability of these cities to 
support additional public services or services of higher quality is concerned, are 
those shown by sales and property tax revenues. There seems to be slightly more dis- 
persion with the sales than with the property tax and not much evidence of changes over 
time for either. Perhaps more important than these disparities are the differences for 
individual cities. Clearly these are very great. Note the low sales tax revenues re- 
ceived by the high-income residential suburbs (Piedmont and Hillsborough) but the high 
property tax receipts of these cities. The industrial cities (Antioch and Pittsburg) 
also do better under the property tax, though the differences are not nearly so sharp. 
Walnut Creek, on the other hand, obtained in 1964-65 more than twice as much per capita 
from the sales than from the property tax. 

(Continued)/~ational Tax Journal (March 1960). 
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PERCENTAGE DISTRIBUTIONS OF SELECTED INDICATORS OF FISCAL NEED AND ABILITY BY COUNTY 

Indicator 

Population, June 30, 1965 

Own welfare expenditures, 1964-1965 

ESEA grants., 1965-1966 

Assessed valuation of taxable prop- 
erty, 1964-1965 

Market value of taxable property, 
1964-1965 

Adjusted gross income on state 
income tax returns, 1963 

Disposable personal income, 1966 

Taxable sales, 1964-1965 

County 
Contra San San 

A1 ameda Costa Marin Francisco Mateo - Total 

100.0% 

100.0 

100.0 



PER CAPITA AMOUNTS OF SELECTED GENERAL R%IENUES AND EXPE~~ITURES FOR THE SF0 SAMPLE OF CITIES, 1964-1965 

C i ty  

San ~ r a n c i s c o ~  

Oakland 

Alameda 

Berkeley 

Emeryville 

Hayward 

Livermore 

Piedmont 

San Leandro 

General General 
Revenue Expenditures 

$304.29 $301.90 

116.33 109.63 

68.91 67.04 

103.99 101.46 

397.99 347.73 

81.47 68.07 

93.28 101.23 

107.04 89.77 

89.27 85.68 

A l l  
Taxes 

$166.80 

77.92 

31.27 

53.38 

298.96 

44.22 

31.70 

76.10 

61.45 

Proper ty  
Taxes 

$139.12 

56.61 

24.24 

42.44 

137.75 

22.13 

21.34 

74.57 

26.29 

Sa l e s  
Tax 

$ 25.05 

20.40 

6 .71  

15.12 

154.50 

20.64 

9.80 

0.81 

34.27 

General 
Government 

$173.81 

29.83 

17.98 

25.54 

60.68 

22.41 

13.91 

17.90 

20.66 

P o l i c e  

$24.82 

20.34 

8.34 

13.61 

90.10 

10.72 

8.26 

16 .O1 

11.26 

F i r e  

$ 22.76 

17.42 

11.53 

16.56 

135 . I5  

13.15 

7.59 

17.27 

11.25 

S t r e e t s  

$16.11 

15.30 

10.00 

9.77 

47.28 

7.63 

7.47 

19.43 

14.32 

Parks - 
$16.41 

12 .46d 

9.21 

11.63 

2.05 

2 .29 

15.29 

12 .80 

Es t imated  Market 
Value of Taxable 

Proper ty  

$ 9,810.80 

8,290.50 

4,685.80 

7,349.00 

90,7O4.OO 

6,750.30 

5,487.90 

10,399.10 

lO,936,6O 

C i ty  
C l a s s i f i -  

ca t ion* 

CC 

CC 

G /R 

E/R(M) 

I 

B/R(M) 

G/R(M) 

R(H) 

B /R (M) 

Antioch 77.64 76.95 42.91 28.18 14.60 12.75 11.45 25.08 11.82 14.18 7.58 7.71 5,283.30 I 

Brentwood 65.42 46.66 40.26 12.81 25.16 0.14 15.55 16.01 19.67 - d 8 .23  0.18d 5,374.40 UR 

Concord 57.07 49.34 24.68 12.26 11.91 5.68 15.60 12.37 10.83 -d 10.16 5 8 7  4,904.30 
.n 

R (M) 
N 

E l  C e r r i t o  62.55 59.39 41.15 24.85 15.01 3.84 12.82 13.90 12.06 11.06 11.20 7.50 7,491.10 R m i )  

P i t t s b u r g  87 .51 81.44 37.42 25.98 10.91 16.84 13.01 27.13 15.60 8.95 7.61 6.17 4,644.00 I/R(L) 

San Pablo 47.91 41.46 21.89 11.23 9.46 4.04 14.41 9.33 15.27 - d 9.98 3.44 4,048.80 R(L) 

Walnut Creek 122.90 110.92 77.10 24.51 50.53 9.36 10.75 31.92 19.72 -d 34.76 10.42 11,235.30 R ( m )  

M i l l  Valley 103.76 94.99 62.24 46.14 15.20 13.39 14.20 17.82 11.40 11.04 15.56 11.76 9,461.40 R(H) 

San Rafae l  91.09 83.68 61.05 23.93 36.29 3.99 11.13 15.18 11.85 17.43 22.66 7.10 12,374.20 R/R(HM) 

Daly C i ty  59.79 59.09 30.00 18.55 10.96 0.53 13.72 24.86 9.57 9.19 4.99 3.97 6,423.80 I /R (M) 

Hillsborough 84.99 79.69 54.81 52.69 1.06 1.85 15.49 14.30 19.99 25.15 9.27 1.59 25,406.10 R(H) 

Pac i f i c a  50.99 42.35 24.77 19.34 4.62 5.09 16.39 7.60 7.35 6.12 7.76 3.33 4,876.10 R(M) 

Redwood C i t y  92.38 81.29 60.06 40.77 18.22 8.39 14.80 21.60 12.89 11.11 13.76 6.89 10,273.20 B/R(HM) 

~ C S C  = Current  s e rv i ce  charges.  
IGR = Intergovernmental revenue. 3ity and county combined. 
Specia l  d i s t r i c t s  a r e  responsib le  wholly o r  i n  p a r t  f o r  t he se  s e r v i c e s .  

*B = Balanced; CC = Ci ty  C l a s s i f i c a t i o n ;  E = Educat ional ;  G = Government; I = I n d u s t r i a l ;  R = Res iden t i a l ;  IJR = Urban-Rural; (L) = Low income; (ML) = Medium-Low income; 
(M) = Middle income; (HM) = High-Middle income; and (H) = High income. 



PER CAPITA AMOUNTS OF SELECTED GENERAL REVENUES AND EXPENDITURES FOR THE SF0 SAMPLE OF CITIES, 1960-1961 

Ci tv  

San ~ r a n c i s c o '  

Oakfand 

Alameda 

Berkeley 

Emeryville 

Hayward 

Livermore 

Piedmont 

San Leandro 

Antioch 

Brentwood 

W w w Concord 

El C e r r i t o  

P i t t sbu rg  
4 
4 
rn San Pablo 

Waldut Creek 

I 
Z M i l l  Valley 

M z San Rafael 

3 

i: Daly C i ty  

5 Hillsborough 

General 
Revenue 

$236.95 

101.32 

63.70 

87.13 

359.64 

63.08 

55.29 

77.65 

69.75 

67.96 

46.77 

47.74 

45.51 

69.26 

52.77 

124.75 

69.67 

88.63 

39.04 

72.71 

39.70 

64.88 - 
(D m 

0 @ = Current  s e rv i ce  charges .  
IGR = Intergovernmental revenue. 

u t- 

N :city and county combined. 
DD Specia l  d i s t r i c t s  a r e  r e spons ib l e  wholly o r  i n  p a r t  f o r  t h e s e  s e rv i ce s .  
% 

General 
Expendi tures  

$229.58 

107.99 

66.70 

87.07 

291.93 

66.67 

52.54 

78.71 

68.80 

63.46 

37.55 

46.53 

50.96 

66.27 

52.29 

106.57 

72.91 

91.80 

34.85 

65.62 

34.44 

60.02 

A11 
Taxes 

$144.26 

70.51 

29.80 

51.85 

281.35 

38.03 

31.81 

63.37 

50.14 

38.64 

30.86 

25.85 

27.74 

29.30 

13.58 

86.53 

48.08 

59.51 

24.79 

44.24 

20.59 

45.31 

Proper ty  
Taxes 

$120.76 

50.07 

22.73 

37.38 

135.40 

21.05 

22.49 

61.98 

24.98 

26.24 

9.31 

12.92 

14.47 

17.57 

7.18 

24.90 

33.39 

21.96 

16.75 

43.24 

19.01 

41.13 

S a l e s  
Tax 

$ 22.89 

19.26 

6.76 

13.75 

137.73 

16.30 

8.79 

0.66 

24.42 

11.51 

19.65 

12.48 

12.18 

10.77 

5.44 

59.64 

13.91 

36.78 

7.57 

0.05 

.95 

3.58 

General 
Government 

$125.29 

31.70 

17.15 

19.61 

54.54 

18.65 

16.43 

13.26 

16.29 

21.71 

10.08 

13.09 

10.87 

17.34 

12.78 

39.25 

16.14 

17.55 

8.09 

14.05 

4.58 

19.00 

Po l i c e  

$20.98 

18.53 

9.12 

11.89 

61.48 

9.49 

9.93 

13.43 

8.22 

9.63 

15.56 

9.85 

14.68 

11.64 

11.57 

19.57 

8.16 

12.14 

6.97 

15.73 

5.49 

10.03 

F i r e  

$ 19.35 

15.30 

11.14 

14.62 

103.91 

7.98 

4.69 

13.79 

8.25 

9.12 

d 

8.72 

6.96 

d 

d 

8 . 7 0  

19.40 

6.39 

19.63 

6.12 

8 .83  

S t r e e t s  

$14.20 

19.00 

10.13 

7.32 

63.10 

9.49 

6.46 

23.81 

11.22 

7.98 

6 hl 

7.16 

6.26 

5.15 

21.91 

18.21 

11.33 

25.80 

6.06 

7.19 

5.05 

7.43 

Parks 

$12.03 

1 0 . 8 7 ~  

9.09 

8 .43  

2.71d 

d 

13.30 

10.33 

4.97 

0.20d 

3.73 

5.33 

12.68 

3.47 

14.05 

13.92 

5.95 

2.96 

1 .44  

3.31 

5.86 
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