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TAXING METROPOLIS:
Tax Capacity and Tax Effort in Large U.S. Cities

New York City government collects $20 billion in tax revenues annually. It is
often argued that these taxes impose a much heavier burden than that borne
by taxpayers in other major cities, and that New York City’s economy suffers
as a result. However, accurate inter-city comparisons are difficult since New
York City has a consolidated government—the city government encompasses
almost all of the functions performed in other cities by counties, school districts,
transportation districts, and other overlapping local governments.

This study compares levels of taxation in the ten most populous U.S. cities by
developing a city-specific measure of total local taxes—the taxes that all local
governments (municipal and overlapping) levy within the city. Matching this
local tax total with the city’s taxable resources—the sum of city household
earnings and city business profits—provides a measure of local tax effort in
each city. Our key findings include:

* New York City has the highest overall local tax effort of the ten cities, even
when overlapping county, school district, and other local government
taxation is taken into account.

* Local government taxes in New York City absorbed $7.82 of every $100 of
city taxable resources in 1997, almost 80 percent more than the $4.35
average in the next nine largest cities.

* While other large cities tend to rely on just two taxes—in most cases property
and sales taxes—for the vast majority of local government tax revenue,
New York City relies on a broad mix of taxes: property, general sales,
personal income, and business income taxes.

* Even without income taxes, New York City’s tax effort exceeds the average
for the other large cities. The city’s income tax effort is six times the other
cities’ average.

* Since 1997, tax cuts have reduced local tax effort in New York City by
about eight percent ($0.63) and narrowed the gap between New York and
other large cities.
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Aim and Scope of Study

Analyses of the fiscal capacity of cities must begin with measures of the levels of taxation imposed by and
within cities. Yet thisinformation cannot be easily obtained from existing government finance records. Instead,
it has to be constructed or extrapolated from various sources. Likewise, city-level measures of the capacity to
bear taxes are not readily available. To overcome these data limitations, the present study devel ops three mea-
sures that have not been available in earlier studies:*

* A city-specific total local taxation measure consisting of the taxes collected in acity by all overlapping
local governments (city, county, school district, other district);

» A city taxable resources measure consisting of resident household income plus local business net income;

» A local tax effort measure expressed as amount of total local taxation per $100 of city taxable resources.

These measures have been calculated for fiscal year 1997 for the ten most populous cities in the United
States—New York City, Los Angeles, Chicago, Houston, Philadelphia, San Diego, Phoenix, San Antonio, Dal-
las, and Detroit. The measures allow us to see how these cities compare in terms of the distribution of tax
collections among local jurisdictions, reliance on different taxes, allocation of taxable resources between house-
holds and businesses, and level of local government taxation relative to local taxable resources.?

It isimportant to stress that the intensity of local government tax effort in a city does not in itself precisely
measure the local tax burden in a city. The tax burden includes the impacts of any adjustments households and
firms may maketo minimizetax liabilities. In someinstances these adjustments spread the costs of local govern-
ment taxes to nonresidents (tax exports). Conversely, some of the costs of non-overlapping government taxes
may end up being borne by city residents (tax imports). But before we can begin to account for thoseimpacts, we
must know how much local tax revenue is actually collected in cities. That is the first objective of the present

study.

M ethodology

To compare the cities’ mix of taxes and local tax effort, we had to classify different types of taxes, define
what constitutes alocal tax, alocate taxes among overlapping governments, and devel op a measure of capacity
to pay. Thissection providesabrief overview of our methods and the resources used in this study. The Appendix
provides a more in-depth discussion.

Classification of Taxes. Taxes are grouped into six major categories. property, sales, persona income,
business income, utility, and other/unspecified.

*  Property taxes include taxes on both personal and real property. Special assessments and payments to busi-
ness improvement districts, where identifiable, are al'so contained in the property tax totals.

+ Salestaxesinclude only general salestax revenue. Any selective salestax revenueis classed in the “other/
unspecified” category.

* The personal income tax category covers taxes on wages, salaries, and other personal income.

* Businessincome taxes comprise anything labeled as a business privilege tax, franchise tax, or gross receipts
tax. Unincorporated business income taxes are counted in this category as well.

o Utility taxes are taxes on the gross output of utilities (energy, water, telephone). These taxes are similar to
gross receipts taxes on non-utility businesses; the difference isin the type of business being taxed.®

* Theother/unspecified category coversalarge array of miscellaneoustaxes, plus other tax revenuefor which
detail was not provided.
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Defining a Local Tax. There are some cases where the definition of local taxesisnot clear cut. For example,
many taxes are administered by broader jurisdictions that alocate a portion of the collections to local govern-
ments. When the allocation is based on the proportionate share of collections generated in alocality, this study
considersthe alocation to belocal government tax revenue. Allocations based on other criteria, such as popula-
tion, are characterized as intergovernmental aid.

In several cases, this rule of thumb resulted in the reclassification of what local governments consider
intergovernmental aid astax revenue and vice versa. For example, Illinois collectsa 1.0 percent salestax that is
returned to the municipality in which the sale was made. Chicago considers this revenue intergovernmental aid
from the state. However, because the allocation is based on where the sale was made (and thus Chicago gets
back the taxes paid within its borders), this study considers this to be state-administered local tax revenue.

Another major adjustment involves California’s unusual property tax system. Under Proposition 13, prop-
erty taxesin Californiaare limited to 1.0 percent of assessed property value, plus voter-approved debt service.
The 1.0 percent levy is collected by county governments and distributed to localities based on a complicated
formulainvolving, among other things, each locality’s share of local property taxes prior to the 1978 passage of
Proposition 13. Because property tax revenueis not allocated based on what is collected from property owners
in each city or school district, we count the 1.0 percent levy as a county tax for Los Angeles and San Diego
counties.

City Shares of Overlapping Government Taxes. For any jurisdiction larger than the city (such as counties)
or not completely contained within the city (such as school districts), we have estimated the portion of taxes
generated within the city. Roughly speaking, thiswas done by applying the tax rate to the portion of the tax base
belonging to the city. For example, the city’s share of a county’s property tax was estimated by multiplying the
county property tax rate by the city’s assessed property value.

Note that consistent with our treatment of overlapping government taxes, any city government income taxes
not billed to resident taxpayers are also excluded. (As explained immediately below, it is not necessary to make
asimilar adjustment for consumption taxes.)

Measuring Capacity to Pay. City taxable resources expresses the capacity of a city to yield revenues to
governments. This measure combines city household income and city business profits or net income, with
adjustments to account for federal tax and transfer impacts and to eliminate double-counting of any income that
shows up in both components.

City taxable resources as defined here are afunction of two of the most fundamental decisionsthat individu-
als make with respect to supporting the taxes levied in cities—and indeed with respect to a city’s basic
sustainability: whereto live and where to locate a business. The decision where to purchase goods and services
isto adegree also encompassed in our measure, since the business component of city taxable resourcesincludes
the income absorbed by nonfederal indirect (sales, property, and excise) taxes paid—by residents and nonresi-
dents alike—on such purchasesin cities.

An aternative measure all ocating employment income by place of work rather than place of residence was
rejected because local (unlike state) governments for the most part cannot directly tax nonresident earnings,
meaning that in most citieslocal tax policy islessof afactor in employment location decisionsthan in residence,
investment, and expenditure location decisions.
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Findings

We now present our key findings, showing how the ten largest U.S. cities compare in terms of city taxable
resources, total local taxation, taxation by jurisdiction, tax mix, and intensity of local tax effort.

City Taxable Resources. Table 1 shows total household and business net income in the ten most populous
U.S. citiesin 1997. The most striking finding is that there are large variancesin the ratios of business to house-
hold income among large cities, ranging from only $0.43 of net business income for every dollar of household
income in Detroit to $1.18 of net businessincome for every household income dollar in Houston. Higher ratios
of businessto household income suggest relatively greater net exports of city industry output, and perhaps also
more capital-intensive industry mixes (higher output/labor ratios).

Table 1. City Taxable Resources in the Ten Largest U.S. Cities, 1997
dollars in billions)
Business
. . Household Net business Total city Income per
City Population . . taxable dollar of
income income
resources household
income

New York City 7,385,494 $148.6 $101.5 $250.1 $0.68
Los Angeles 3,563,656 63.0 29.1 92.1 0.46
Chicago 2,807,709 53.1 32.4 85.6 0.61
Houston 1,765,587 30.0 35.4 65.4 1.18
Philadelphia 1,450,683 21.9 9.6 31.5 0.44
San Diego 1,198,520 21.6 10.3 31.9 0.48
Phoenix 1,184,353 16.1 11.8 27.9 0.73
San Antonio 1,093,400 15.1 7.8 22.9 0.51
Dallas 1,061,891 29.6 26.3 55.8 0.89
Detroit 977,649 12.7 5.4 18.1 0.43
Non-NYC
sum/avg. 15,103,448 $263.0 $168.0 $431.1 $0.64
Note: Population estimate for 7/97. Includes institutionalized population.
Sources: Independent Budget Office; Census Bureau.

These variances indicate that yardsticks of city fiscal capacity relying on either resident income alone or
business earnings alone will yield very different rankings of the tax efforts of individua cities.*

Per capita household income ($20,124) and per capita business net income ($13,741) in New York City are
respectively about 16 percent and 24 percent higher than the averages for the next nine largest cities ($17,416
household, $11,126 business). New York City ranks second (to Dallas) in per capita household income and third
(behind Dallas and Houston) in both per capita businessincome and per capita overall city taxable resources.

Total Local Taxation. Table 2 shows the total taxes collected by city and overlapping local governments
within theten largest U.S. citiesin 1997. The right column indicates the percentage of total local taxes collected
by the city governments. Table A2 in the Appendix provides more detail on the share of total taxes collected by
cities, counties, school districts, and other local government jurisdictions. Our major findings are:
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» Morelocal taxes were collected in New York City ($19.6 billion) than in the next nine largest U.S. cities
combined ($18.8 hillion).

» The$18.8 hillion collected by New York’s city government was over twice as much as was collected by
the city governments of the next nine largest cities combined ($8.6 billion).

» City government tax collections accounted for 96.4 percent of total local government tax collections
within New York City, over twice the average city government share (46.1 percent) in the other nine big
cities.®

Table 2. Total Local Taxes Collected in the Ten Largest U.S. Cities, 1997
(dollars in thousands)
Ciy | iy govemment | RO Tl | rare of total

New York City $18,849,753.0 $707,762.9 $19,557,515.9 96.4%
Los Angeles 1,447,092.0 2,303,519.8 3,750,611.8 38.6%
Chicago 1,972,329.7 2,580,595.0 4,552,924.7 43.3%
Houston 890,159.0 1,709,408.1 2,599,567.1 34.2%
Philadelphia 2,084,225.2 0.0 2,084,225.2 100.0%
San Diego 342,697.0 824,722.4 1,167,419.5 29.4%
Phoenix 406,673.0 777,695.7 1,184,368.7 34.3%
San Antonio 329,013.5 664,524.5 993,538.0 33.1%
Dallas 601,711.0 1,048,047.3 1,649,758.3 36.5%
Detroit 573,967.3 195,626.9 769,594.2 74.6%
Non-NYC sum $8,647,867.6 $10,104,139.9 $18,752,007.5 46.1%
Note: The taxes collected by both city and overlapping governments represents only

the share of tax revenue drawn from city taxable resources.

See Table A2 for greater detail.
Source: Independent Budget Office.

Just over $700 million in local non-city taxes were collected in New York City in 1997, including $661
million in Metropolitan Transportation Agency (MTA) regional taxes and surcharges collected within the city,
and $46 million in specia assessments collected for business improvement districts. In the other nine large
cities, overlapping local governments collected $10.1 billion in taxes within the central cities. County govern-
ments accounted for $4.3 billion (22.5 percent of total local taxation in the nine cities) and school districts for
$4.0 billion (21.0 percent).

The county government shares of total local taxation were largest in San Diego (59.5 percent) and Los
Angeles (53.2 percent). This reflects the fact that we have classified ailmost all property taxes collected in
Cdlifornia as county taxes and almost all the property tax revenue distributed by counties to cities and school
districts as intergovernmental aid.

Theindependent school district shares of total local taxation were largest in the Southwestern cities (Hous-
ton, Dallas, San Antonio, and Phoenix), ranging from 36.3 percent to 46.9 percent of total local taxation. These
werethe only citiesin which the school districts collected more taxes within the cities than either the counties or
the city governments themselves.
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Tax Mix. Thedistribution of total local city taxes by type of tax isshown in Table 3 and Chart 1, with greater
detail provided in Appendix Table A3. Some notable findings for the ten largest cities are:

* Thetypica maor city—that is, al cities except New York City, Philadelphia, and Detroit—relies prima-
rily on property taxes and secondarily on general sales taxes. Among the seven typical cities, the propor-
tion of total local tax revenue coming from these two sources ranges from 71.8 percent (Los Angeles) to
97.5 percent (Phoenix).

* New York City, Philadelphia, and Detroit are the only citiesin this sample that levy persona income
taxes and are also the cities that rely least on property taxes.

* New York City has the greatest tax diversity of the ten cities. Four different categories of taxes comprise a
significant portion of total local tax revenue: property taxes, personal income taxes, businessincome
taxes, and general sales taxes.

» Eight of the ten largest cities collect some type of business income taxes. However, in New York City
these taxes account for nearly four times more total local tax revenue (16.4 percent) than the average for
the other nine cities (4.3 percent).

Table 3. Mix of Local Government Taxes in the Ten Largest U.S. Cities, 1997
: General Personal | Business . Other and
City Property Sales Income Income Utility Unspecified Total

New York City |37.5% 16.0% 21.0% 16.4% 1.6% 7.5% 100.0%
Los Angeles 54.8% 17.0% - 7.6% 12.8% 7.8% 100.0%
Chicago 61.9% 13.1% - - 9.3% 15.8% 100.0%
Houston 73.0% 20.2% - 4.5% - 2.4% 100.0%
Philadelphia 39.7% 4.4% 33.3% 12.4% - 10.2% 100.0%
San Diego 64.8% 19.3% - 2.3% - 13.6% 100.0%
Phoenix 65.5% 32.0% - - - 2.5% 100.0%
San Antonio 77.6% 16.6% - 1.7% - 4.2% 100.0%
Dallas 71.7% 21.0% - 5.4% - 2.0% 100.0%
Detroit 50.6% - 30.9% 3.0% 7.1% 8.4% 100.0%
Non-NYC 61.2% | 15.8% 5.0% 4.3% 5.1% 8.6% | 100.0%
Average

Source: Independent Budget Office. See Table A3 for greater detail.

City governments tend to rely on abroader mix of taxes than other local jurisdictions. Property taxes arethe
sole tax revenue source for the independent school districtsin this sample and almost the sole source for county
governments.® “Other” local jurisdictions (overlapping special districts and regional authorities) in most cases
depend heavily on sales taxes and secondarily on property taxes, although in two instances (Chicago and Phoe-
nix) property taxes are the primary or sole tax revenue source.’

Philadelphiaand Detroit are similar to thetypical city in that they derive most of their tax revenue from just
two taxes. Here, however, the two taxes are property and personal income taxes. There is little or no local
government sales taxation in these two cities.

Aswe shall see in the next section, the low property tax sharesin New York, Philadelphia, and (to alesser
extent) Detroit do not mean that property tax effort (collections relative to city taxable resources) is exception-
aly low in these cities.
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Chart 1. Local Government Tax Mix
New York City Compared to Other Large U.S. Cities
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Local Tax Effort. The amount of total local taxation per $100 of city taxable resources measures the inten-
sity of local tax effort. Theresultsfor our ten large cities are shown in Table 4 and Chart 2, with additional detail
shown in Appendix Table A4. Our major finding is that the intensity of local tax effort in New York City isthe
highest of any major city and is much higher than the average for other big cities, even when local overlapping

government taxes are accounted for. Other findings include:

* The 1997 local tax effort in New York City ($7.82 per $100 of city taxable resources) was 80 percent
greater than the average local tax effort for the next nine largest U.S. cities ($4.35).
* New York City’'stax effort was 18 percent greater than that of the second ranked city, Philadelphia
($6.62). Aswell as being the two Northeastern cities on our list, and the two oldest cities, these are al'so
the two big cities without overlapping county governments or independent school districts.

Table 4. Local Tax Effortin the Ten Largest U.S. Cities, 1997

Taxes per $100 City Taxable Resources
. General | Personal | Business . Other and
City Property Sales Income | Income Utility Unspecified Total | Rank

New York City $2.93 $1.25 $1.64 $1.28 $0.13 $0.59 | $7.82 1
Los Angeles 2.23 0.69 - 0.31 0.52 0.32 4.07 7
Chicago 3.29 0.70 - - 0.49 0.84 5.32 3
Houston 2.90 0.80 - 0.18 - 0.09 3.98 8
Philadelphia 2.63 0.29 2.20 0.82 - 0.68 6.62 2
San Diego 2.37 0.71 - 0.08 0.50 3.66 9
Phoenix 2.78 1.36 - - - 0.11 4.25 5
San Antonio 3.37 0.72 - 0.07 - 0.18 4.34 4
Dallas 2.12 0.62 - 0.16 - 0.06 296 | 10
Detroit 2.15 - 1.31 0.13 0.30 0.36 4.24 6
Non-NYC average $2.66 $0.69 $0.22 $0.19 $0.22 $0.37 | $4.35
Source: Independent Budget Office. See Table A4 for greater detail.
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* The$7.00 average local tax effort of the four “Frostbelt” cities (New York City, Philadel phia, Chicago,
and Detroit), was 83 percent higher than the average $3.83 local tax effort of the six “Sunbelt” cities.

* New York City’slocal tax effort exceeded the average for the other nine big cities for every type of tax
except utility.

New York City is distinguished from the other large cities in that it combines above-average property and
salestax effort with much heavier than average local income tax effort. As noted in the previous section, seven
of theten largest citieshave no local personal income taxes and rely heavily on property and general salestaxes.
Yet the combined tax effort for property and general salestaxesin New York City ($4.18) was 25 percent higher
than the average combined property-sales tax effort ($3.35) in those seven cities. Even the highest combined
property-salestax effort in 1997 among the “typical” seven—Phoenix’s $4.14—waslessthan New York City’s.®

Chart 2. Local Tax Effort By Jurisdiction
in the Ten Largest U.S. Cities, 1997
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New York City’sresident personal incometax effort ($1.64) waslessthan Philadelphia’'s ($2.20) and greater
than Detroit’s ($1.31). However, New York is the only one of these three cities that also supports a substantial
local salestax. New York City is unique among large American citiesin the intensity of local tax effort brought
to bear on overall city capacity vialevies on wealth and income and transactions under the city’s jurisdiction.

AsChart 2 indicates, just looking at city government tax effort overstatesthe extent to which New York City
isaheavy tax outlier. The city government tax effort here ($7.54) is three and a half times the city government
averagefor the other ninelarge cities ($2.01). But overlapping local government tax effort averages $2.34 in the
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other cities versus $0.28 in New York City, somewhat narrowing what is still a very substantial total local tax
effort gap.®

Further Considerations. A full analysis of pressures and trendsin local tax effort lies beyond the scope of
this study. However, two additional issues concerning New York City tax effort deserve mention.

First, New York City is unique in that it is the only large city in which local government is required to
shoulder asubstantial share of the costs of public and medical assistance.’® These costsare normally split between
state and federal governments, but New York State requiresitslocalitiesto pick up amost half of the nonfederal
costs. Those transfers cost New York City about $5.2 billion in 1997, of which $4.7 billion—or $1.87 of local
tax effort—was funded by the tax collections sustained by city taxable resources.™

The additional $1.87 in New York City tax effort to finance transfers does not necessarily imply an extra
strain on city taxable resources, however. At least part of it may be offset by a reduction in state tax effort as
some of the responsibility for financing transfers is shifted to localities. This underscores the importance of
ultimately accounting for state as well aslocal tax effort in cities.

Second, New York City’scurrent tax effort islower than reported here due to tax cuts that have been enacted
since 1997. Had current tax policy—which features significant cuts in almost all major tax categories since
1997—been in place in the fiscal year used in our study, New York City’stotal local tax effort would have been
about 8 percent ($0.63) lower. Available information indicates that other large cities have not matched the tax
cutting vigor of New York City, suggesting that the tax effort gap between New York and the other cities has
shrunk since 1997.

Conclusion

This study contributes to the body of work on fiscal capacity and comparative taxation by looking at the
level of taxation imposed by all overlapping local governments within the boundaries of the ten most populous
U.S. cities and comparing this to a newly developed measure of capacity to pay.

Using these new tools, we found that the ten cities exhibit significant differencesin the composition and size
of city taxableresources, significant differencesinthelevel of reliance on thetaxing authority of local jurisdictions
and in tax mix, and significant differences in the intensity of local tax effort. New York City has the greatest
overall intensity of tax effort of the large cities, and stands apart from the other citiesin its heavy dependence on
abroader variety of taxes.

As stated at the outset, this study measures the local taxes collected in large cities and the intensity of local
government tax effort. A first step in expanding the analysis would be to incorporate locally raised non-tax
revenue such as charges and user feesthat are close substitutes for taxes. The subsequent step would beto add in
state taxes collected from cities. Thiswould account for differencesin local tax effort resulting from differences
in how fiscal responsibilities are shared between state and local governments.

A further adjustment would deal with differences between nominal tax burdens (whoislegally liable for the
tax) and final burdens (who ultimately bears the tax). The latter takes into account population and wealth shifts
related to local tax differentials and the impact of such shifts on wages, prices, and returns to investment in
different localities.

Finally, afull accounting of city fiscal capacity would take into account not just the burden of taxation, but
also the scope and quality of government services provided within each city. Variation among cities in the scope
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of services financed by local tax dollars reflects differences in need or taste, choices regarding the extent to
which services are publicly or privately financed, and the impact of state mandates. The willingnessto pay local
taxes and user chargesisrelated both to the perceived direct and indirect benefits resulting from those payments
and to the costs of avoiding payment. Until the benefit side is taken into account, caution should be used in
characterizing the entire difference between taxes borne in different localities—or indeed only the difference in
taxes borne—as a difference in burdens.

Notes

1 An Appendix to thisreport isavailable on-line at the Independent Budget Office website at http://www.ibo.nyc.ny.us. The
Appendix reviews other methods of comparing city taxes and includes amore compl ete discussion of dataand methodology
issuesin this study and detailed tables of findings. Hard copy of the Appendix will be provided upon request.

2 The competitiveness of cities and surrounding metropolitan areasis also important. Some of thisisaddressed in aparallel
IBO study, “Comparing Homeowner Tax Burdens Across New York State,” Independent Budget Office (February 2000).

3 While utility gross receipts taxes are kept separate from other business income taxes, property taxes paid by utilities are
included in the property tax category, utility sales taxes are lumped with other general sales taxes, and so on. Utility taxes
also do not include charges for services by public utilities.

4 The city government share of local tax collections was 100 percent in Philadelphia. This study classifies Philadelphia’s
school taxes as city government tax collections because the school district isincluded in the city’s annual financial report.
However, the Philadel phiaschool district has some degree of independence—there are separate school taxes and the system
is presented as a discrete component unit of government. If the schoolswere treated as afully independent jurisdiction, the
Philadelphia city government’s share of total local taxes would be 71.8 percent.

5 In contrast to fully independent school districts, Philadelphia’s school taxesinclude abroad mix of sources. In addition to
the property tax, Philadel phia's schools are supported by taxes on investment earnings, commercial rent and a cohol.

5 New York City isan exception in that the Metropolitan Transit Authority derives asubstantial amount of tax revenue from
business and utility tax surcharges.

" The March 2000 elimination of sales taxes on clothing priced under $110 in New York City probably will push the city’s
combined property-salestax effort slightly below that of Phoenix.

8 Our sampleistoo small to draw any conclusionsregarding rel ationshi ps between the level of overall local tax effort, thetax
mix, and the distribution of local taxing authority, but this subject deserves further study.

® Nontax revenues such as government fees and charges and nonresident income taxes al so support income transfer costs.
10 Four of the other ninelarge cities a so have some locally financed transfers, but nothing on the scale of New York City. A
small share of public assistance costs were supported by county government financing in Los Angeles and San Diego, and

some Medicaid long-term care costs were locally funded in Phoenix (by Maricopa County) and Philadel phia.

1 Nontax revenues such as government fees and charges and nonresident income taxes al so support income transfer costs.
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Table Al. Principal Tax Reclassifications

governments

Tax $ reported
by city/county/

City/county/other| other local Tax $ used in our

local government| Tax government calculations Difference Explanation of Difference

New York City |Stock 114,042,195 - (114,042,195)| This transfer from the state is a payment in lieu of a discontinued city tax; the amount bears no relation to the city

Transfer Tax revenues foregone and is really a form of unrestricted intergovernmental aid.
New York City |Off Track - 20,405,615 20,405,615 | The City of New York CAFR reports both the basic OTB payment to the General Fund and OTB surtax as
Betting Surtax transfers from a discretely presented component unit, while city financial plans include both items in primary
government taxes. While the basic payment is OTB net income, the surtax is a true excise tax imposed on
operating revenues; we are counting the latter, but not the former, as a city component unit tax.
Los Angeles (citySales Tax 368,969,000 283,604,000 (85,365,000)| The City of Los Angeles counts revenue we consider a transfer from MTA and state as sales tax revenue.
Chicago Motor Fuel 59,448,000 - (59,448,000)| Motor Fuel tax is collected by the lllinois Department of Revenue and allocated to municipalities on the basis of
Tax population. Chicago counts this as tax revenue but we consider it intergovernmental aid.

Chicago Sales Tax 162,808,000 330,835,657 168,027,657 | The State of lllinois collects a 1% tax that is returned to the municipality within which the sale was made. The
City of Chicago counts this revenue as state aid rather than as local tax revenue. Their justification for this is that
although the state has historically dedicated this revenue to municipalities, the agreement could be rescinded at
any time. We have added most of this revenue back into Chicago's local sales tax total.

Cook County Income Tax 7,737,733 - (7,737,733)|Cook County does not levy its own income tax. A portion of the lllinois state income tax is distributed to local
governments on the basis of population. We count this as an intergovernmental transfer rather than tax revenue.

Cook County Personal 21,382,974 - (21,382,974)| This tax on business income was established to replace revenue lost by local governments and school districts

Property when the personal property tax was abolished in the 1970s. Cook County receives a fixed percentage of this

Replacement revenue every year. Cook County’s share is then distributed to the taxing districts in the county on the basis of

Tax each district’s share of personal property tax collection for the 1976 tax year. Therefore, we consider this an
intergovernmental transfer.

Cook County Motor Fuels 59,448,000 - (59,448,000)| This tax is collected by the State of lllinois. A fixed percentage is allocated to Cook County. Cook County counts

Tax this as tax revenue but we call it intergovernmental aid.
|Maricopa County|State Sales - 121,173,472 121,173,472 |A portion of the state transaction privilege tax (more or less equivalent to a sales tax) is returned to counties. Of
Tax this pool of money, roughly half is allocated to counties based on sales. Maricopa County counts all of the state
sales tax revenue as intergovernmental aid. We count a little less than half of it as local tax revenue and a little
more than half of it as intergovernmental aid.

|Maricopa County|Vehicle - 57,689,412 57,689,412 |Most of the allocation of the Arizona state vehicle license tax to counties is based on the tax revenue generated in

License Tax those counties. Maricopa County counts all of the vehicle license tax revenue as state aid, but we're counting
most of it as an "other" tax.

California local |Property Tax N/A| N/A| N/AlUnder Proposition 13, property taxes are limited to 1% of assessed value, plus voter-approved debt service. The

1% levy is collected by county governments and distributed to localities based on a complicated formula
involving, among other things, each locality's share of local property taxes prior to the passage of Proposition 13.
Because property tax revenue is not allocated based on what was collected from property owners in each city or
school district, we count the 1% levy as a county tax for Los Angeles and San Diego counties.

Source: Independent Budget Office
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Table A2. Total Local Taxes Collected In the Ten Largest U.S. Cities, 1997

Taxes collected by city, county, school, and other local jurisdications in central city ($ thousands)
. Level of Personal Business - Other and Share
City government Property General Sales Income Income Utility unspecified Total of Total
City 7,290,685.4 2,937,083.1 4,100,641.4 2,925,017.0 217,326.8 1,378,999.4| 18,849,753.0 96.4%
'g County
> School
§g Other 46,300.0 183,567.7 - 282,730.8 103,605.0 91,559.3 707,762.9 3.6%
Total $7.336,985.4] $3.120.650.8] $4.100.641.4] $3.207.747.8] $320,931.9 $1,470,558.7|] $19.557.515.9] [100.0%
City 188,229.1 283,957.0 - 283,384.0 466,206.0 225,316.0 1,447,092.0 38.6%
@ County 1,842,879.2 70,989.2 - - 14,298.0 68,924.0 1,997,090.4 53.2%
mg School 6,129.5 - - - - - 6,129.5 0.2%
32 Other 16,342.9 283,957.0 - - - - 300,299.8 8.0%
Total $2.053,580.6 $638,903.2 - $283.384.0]  $480,504.0 $294.240.01 $3.750,611.8] 1100.0%
City 650,014.0 330,835.7 - - 421,580.0 569,900.0 1,972,329.7 43.3%
) County 323,833.5 88,979.1 - - - 147,827.0 560,639.6 12.3%
8 | School 1,278,700.0 - - - - - 1,278,700.0 28.1%
g Other 563,530.3 177,725.1 - - - - 741,255.4 16.3%
Total $2,816,077.8 $597,539.8 - -] $421,580.0 $717,727.0] $4,552,924.7] 1100.0%
City 470,676.0 262,149.0 - 117,355.0 - 39,979.0 890,159.0 34.2%
S | County 401,836.9 - - - - 21,505.0 423,341.9 16.3%
§ School 943,949.0 - - - - - 943,949.0 36.3%
2 | Other 79,968.2 262,149.0 - - - - 342,117.2 13.2%
Total $1,896,430.1 $524,298.0 - $117,355.0 - $61,484.0] $2,599.567.1] ]100.0%
City 827,125.8 91,366.6 693,230.4 259,266.1 - 213,236.2 2,084,225.2] |100.0%
- County
g% School
ig Other
Total $827,125.8 $91,366.6 $693,230.4 $259,266.1 - $213,236.2] $2,084,225.2] 1100.0%
City 28,463.7 129,005.3 - 26,655.0 - 158,573.0 342,697.0 29.4%
County 662,386.5 32,251.3 - - - - 694,637.9 59.5%
c 9 School 65,581.9 - - - - - 65,581.9 5.6%
& .4 Other - 64,502.6 - - - - 64,502.6 5.5%
Total $756,432.2 $225,759.3 - $26,655.0 - $158,573.0] $1,167,419.5] 1100.0%
City 100,834.0 304,654.0 - - - 1,185.0 406,673.0 34.3%
E County 111,397.6 74,017.0 - - - 28,730.0 214,144.6 18.1%
2 School 555,353.4 - - - - - 555,353.4 46.9%
£ [Other 8,197.6 - - - - - 8,197.6 0.7%
Total $775,782.7 $378,671.0 - $0.0 - $29,915.0] $1,184,368.7] ]|100.0%
City 163,855.7 110,034.5 - 16,660.1 - 38,463.2 329,013.5 33.1%
o |.County 161,078.7 - - - - 2,864.0 163,942.7 16.5%
< S | school 415621.0 - - - - - 415.621.0] | 41.8%
SE Other 29,943.6 55,017.2 - - - - 84,960.8 8.6%
Total $770,499.0 $165,051.7 - $16,660.1 - $41,327.2 $993,538.0] |100.0%
City 308,050.0 173,032.0 - 88,314.0 - 32,315.0 601,711.0 36.5%
County 184,474.0 - - - - - 184,474.0 11.2%
E School 666,756.8 - - - - - 666,756.8 40.4%
g Other 23,784.5 173,032.0 - - - - 196,816.5 11.9%
Total $1,183,065.3 $346,064.0 - $88,314.0 - $32,315.0]  $1,649,758.3] ]|100.0%
City 204,125.0 - 238.029.3 23,035.7 54,641.4 54,135.9 573,967.3 74.6%
.~ | County 71,3341 - - - - 10,431.0 81,765.1 10.6%
'© [ school 113,861.8 - - - - - 113.861.8] | 14.8%
g Other
Total $389,320.9 $0.0 $238,029.3 $23,035.7 $54,641.4 $64,566.9 $769,594.2] ]100.0%
o City 2,941,373.3 1,685,034.0 931,259.7 814,669.9 942,427.4 1,333,103.3 8,647,867.6 46.1%
> County 3,759,220.6 266,236.7 - - 14,298.0 280,281.0 4,320,036.3 23.0%
ZéE School 4,045,953.5 - - - - - 4,045,953.5 21.6%
203) Other 721,767.1 1,016,382.9 - - - - 1,738,150.1 9.3%
Total $11,468,314.5[ $2,967,653.6 $931,259.7 $814,669.9] $956,725.4 $1,613,384.3| $18,752,007.5] 1100.0%

Source: Independent Budget Office
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Table A3. Mix of Local Government Taxes Collected in the Ten Largest Cities, 1997

Distribution of taxes collected by city, county, school, and other local jurisdictions in city
City Level of Property General Personal Business Utility Other and Total
government Sales Income Income unspecified
o City 38.7% 15.6% 21.8% 15.5% 1.2% 7.3% 100.0%
5 County
> School
§ g Other 6.5% 25.9% - 39.9% 14.6% 12.9% 100.0%
Total 37.5% 16.0% 21.0% 16.4% 1.6% 7.5% 100.0%
City 13.0% 19.6% - 19.6% 32.2% 15.6% 100.0%
2 County 92.3% 3.6% - - 0.7% 3.5% 100.0%
” g School 100.0% - - - - - 100.0%
M é Other 5.4% 94.6% - - - - 100.0%
Total 54.8% 17.0% - 7.6% 12.8% 7.8% 100.0%
City 33.0% 16.8% - - 21.4% 28.9% 100.0%
g, County 57.8% 15.9% - - - 26.4% 100.0%
8 School 100.0% - - - - - 100.0%
g Other 76.0% 24.0% - - - - 100.0%
Total 61.9% 13.1% - - 9.3% 15.8% 100.0%
City 52.9% 29.4% - 13.2% - 4.5% 100.0%
s County 94.9% - - - - 5.1% 100.0%
@ [ school 100.0% - - - - - 100.0%
% Other 23.4% 76.6% - - - - 100.0%
Total 73.0% 20.2% - 4.5% - 2.4% 100.0%
City 39.7% 4.4% 33.3% 12.4% - 10.2% 100.0%
- County
&< | School
£ < |other
© | Total 39.7% 4.4% 33.3% 12.4% - 10.2% 100.0%
City 8.3% 37.6% - 7.8% - 46.3% 100.0%
County 95.4% 4.6% - - - - 100.0%
c g) School 100.0% - - - - - 100.0%
@ .g Other - 100.0% - - - - 100.0%
Total 64.8% 19.3% - 2.3% - 13.6% 100.0%
City 24.8% 74.9% - - - 0.3% 100.0%
E County 52.0% 34.6% - - - 13.4% 100.0%
8 School 100.0% - - - - - 100.0%
E Other 100.0% - - - - - 100.0%
Total 65.5% 32.0% - - - 2.5% 100.0%
City 49.8% 33.4% - 5.1% - 11.7% 100.0%
o County 98.3% - - - - 1.7% 100.0%
< 5 |sSchool 100.0% - - - - - 100.0%
S E Other 35.2% 64.8% - - - - 100.0%
Total 77.6% 16.6% - 1.7% - 4.2% 100.0%
City 51.2% 28.8% - 14.7% - 5.4% 100.0%
County 100.0% - - - - - 100.0%
&8 | school 100.0% - - - - - 100.0%
g Other 12.1% 87.9% - - - - 100.0%
Total 71.7% 21.0% - 5.4% - 2.0% 100.0%
City 35.6% - 41.5% 4.0% 9.5% 9.4% 100.0%
- County 87.2% - - - - 12.8% 100.0%
'S [school 100.0% - - - - - 100.0%
g Other
Total 50.6% - 30.9% 3.0% 7.1% 8.4% 100.0%
City 34.0% 19.5% 10.8% 9.4% 10.9% 15.4% 100.0%
g g) County 87.0% 6.2% - - 0.3% 6.5% 100.0%
Z & | School 100.0% - - - - - 100.0%
é E Other 41.5% 58.5% - - - - 100.0%
Total 61.2% 15.8% 5.0% 4.3% 5.1% 8.6% 100.0%
Source: Independent Budget Office
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Table A4. Local Tax Effort in the Ten Largest U.S. Cities, 1997

Local Taxes per $100 City Taxable Resources
City Level of Property General Sales Personal Business Utility Other _a_nd Total
government Income Income unspecified
o City 2.91 1.17 1.64 1.17 0.09 0.55 7.54
5 County
;’ School
g 2 | other 0.02 0.07 - 0.11 0.04 0.04 0.28
© | 1otal $2.93 3 |s$1.25 2 |s1.64 2 | s$1.28 7 | $0.13 4 ] $0.59 3 |s$7.82 1
City 0.20 0.31 - 0.31 0.51 0.24 1.57
» | County 2.00 0.08 - - 0.02 0.07 2.17
< | School 0.01 - - - - - 0.01
§ 2 | other 0.02 0.31 - - - - 0.33
< | Total $2.23 8 | $0.69 7 ] 30.00 $0.311 3 |3$0.52 7 |3$0.32 6 |$4.07 7
City 0.76 0.39 - - 0.49 0.67 2.31
S | County 0.38 0.10 - - - 0.17 0.66
8 | School 1.49 - - - - - 1.49
g Other 0.66 0.21 - - - - 0.87
Total $3.29 2 ]30.70 6 | $0.00 $0.00 $0.49 2 | s$0.84 7 |$5.32 3
City 0.72 0.40 - 0.18 - 0.06 1.36
S | County 0.61 - - - - 0.03 0.65
§ School 1.44 - - - - - 1.44
S | other 0.12 0.40 - - - - 0.52
Total $2.90 4 ] $0.80 3 ] $0.00 $0.18 4 ] $0.00 $0.09 9 |$3.98 8
City 2.63 0.29 2.20 0.82 - 0.68 6.62
© County
_<'u ‘= | School
E % Other
© | Total $2.63 6 | $0.29 9 ]$2.20 7 1%0.82! 2 |$0.00 $0.68! 2 |$6.62 2
o |City 0.09 0.40 - 0.08 - 0.50 1.08
& [County 2.08 0.10 - - - - 2.18
[a] School 0.21 - - - - - 0.21
§ Other - 0.20 - - - - 0.20
Total $2.37 7 |s0.71 5 | $0.00 $0.08 7 ] 30.00 $0.50 1 4 | $3.66 9
City 0.36 1.09 - - - 0.00 1.46
x| County 0.40 0.27 - - - 0.10 0.77
§ School 1.99 - - - - - 1.99
£ | Other 0.03 - - - - - 0.03
Total $2.78 5 |$1.36 7 | $0.00 $0.00 $0.00 $0.11 8 |3%4.25 5
City 0.72 0.48 - 0.07 - 0.17 1.44
o | County 0.70 - - - - 0.01 0.72
'g School 1.82 - - - - - 1.82
§ £ | Other 0.13 0.24 - - - - 0.37
< | Total $3.37 7 |s$0.72 4 ] $0.00 $0.07 8 | $0.00 $0.18 7 |3$4.34 4
City 0.55 0.31 - 0.16 - 0.06 1.08
County 0.33 - - - - - 0.33
& |.School 1.19 - - - - - 1.19
8 | Other 0.04 0.31 - - - - 0.35
Total $2.121 710 | $0.62 8 | $0.00 $0.16 1 5 | $0.00 $0.06! 70 13296 ! 710
City 1.13 - 1.31 0.13 0.30 0.30 3.16
. | County 0.39 - - - - 0.06 0.45
S School 0.63 - - - - - 0.63
g Other
Total $2.15 9 | $0.00 $1.31 3 |$0.13 6 | $0.30 3 ]3$0.36 5 |3%4.24 6
o City 0.68 0.39 0.22 0.19 0.22 0.31 2.01
> o | County 0.87 0.06 - - 0.00 0.07 1.00
< & | school 0.94 - - - - - 0.94
S E Other 0.17 0.24 - - - - 0.40
Total $2.66 $0.69 $0.22 $0.19 $0.22 $0.37 $4.35

Source: Independent Budget Office
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