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THE POLITICS OF LOCAL REVENUE 



CHAPTER I 

INTRODUCTION 

Sometimes research is n?.ore a product of accident than design. 

After spending more than a decade in the field of defense economics 

where I worried about the costs of jeep trails, helicopters, army 

divisions, and air force squadrons, I found myself working in the 

City of Oakland where the total budget was small enough to have been 

a rounding error in the Department of Defensee 

program-budgeting background in which analysts ran around trying to 

gather information to improve the quality of critical decisions. 

Oakland 1 found that a critical decision was whether to renovate a 

park rest room or to buy a new typewriter for a City Department. 

I had come from a 

In 

I had come to Oakland by a circuitous route, I was studying 

the presidency with Aaron Wildavsky, and he had told me about a pro- 

ject, he was starting in Oakland, which would examine local resource 

allocation and decision making. Since I was interested in budgeting, 
I 
\ I  

1 decided to joln the Oakland Project, and in the summer of 1966, I 

went to work as a part-time participant-observer in the Office of the 

City Manager of the City of Oakland, The Manager, who was trying to 

be the manager in fact as well as in name, was delighted to get some 

help, A t  the time, 1 naively thought that this would be an opportu- 

- 

nity to t r y  out some of my program-budgeting notions for local gov- 

ernment, 9 muLd Learn how local officials allocated their resources 
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and how these resource decisions were reflected in the budgetary pro- 

cess, but I was wrong. Shortly after starting to work, the C i t y  

Manager told me there was no budgetary problem because there was no 

money, and that revenue was Oakland's key problem. 

I 

The economist in 

me argued, in that case, program budgeting and its related 'techniques, 

under a tight resource constraint, would be even more relevant. The 

political scientist in me argued, however, that the Manager might be 

right, A revenue study might help the City and at the saw time pro- 

vide material for a dissertation. 1 would have a unique opportunity 

to observe the behavior of political officials in their attempts to 

obtain resources from what they believe to be a hostile environment. 

But the unresolved question for me was whether a political scientist 

should study revenue? 

Why do a political study of revenue? 

Certainly the field of taxation has been a subject of import- 

ance to political-economists throughout the ages. More recently, in 

the history of social sciences, this area has been the particular do- 

L 

main of economists and students of public finance who have tended to 

concentrate their efforts on the fine tuning of a national economy, 
_ _  _ .  - , 

e - - .  _ _  
Their assumption has been that economic growth can take care of most 
- . . - _ - . -  
of our problems, Moreover, public finance theory has also focused 

on the unitary state, Of course. these students recognize the existence 

of a fiscal federalism, but the important issues, such as stabilization 

and income redistribution, quite correctly, are of national. concern, 

Since much of the action is at the federal level there is no economic 

theory of local finance to speak o f a  

_ -  - - -  . _  

_ -  - -  - _. - 

- -  - 

- _  
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A s  social scientists we want hard evidence to be able to draw 

inferencese This drive for statistical significance often directs us 

to aggregative approaches which in turn may mask solutions to local 

finance problems, Suppose a city needs money and an expert has been 

called in to help; what good is it for the expert to know that measures 

of wealth, such as assessedvaluation, are related to levels of taxati.on? 

How can he use this information t o  acquire money for the city? Descrip- 

tive and explanatory aggregative analyses fall short of providing relc- 

vant informatxon for fiscal first aid. For revenue gathering purposes, 

even less aggregative approaches which examine the economic effects and 

attributes of different taxes have limited utility. Tax *shifting, de- 

mand effects, business location impacts? and the income elasticity of 

taxes are all important topics of investigation. 

studies tell us is that certain taxes do certain things, not which tax 

officials - can implement, 

that finance officials have many options and that the decision-problem 

is to choose first or  second best economic alternatives. En other 

But what these 

An implicit assumption behind such work is 

words all taxes have an equal probability of implementation and pub- 

lic acceptance, but ceteris paribus does not hold in fiscal reality-- 

not all taxes are politically equalo Moreover, economic .principles 

and desirable norms such as efficiency neutrality, vertical and hori- 

zontal equity are in plentiful supply, but what we lack in the liter- 

ature is the identification of the means t o  achieve these ends, 

The economist, qulte rightly, will point out that the im- 

plementation problem, the problem of how, is a political problem. 

Given the academic division of labor, he erroneously assumes that 

political scientists are concerned about it, If the problems of 

J 

L. 
f 
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local finance are political problems, then surely political scientists 

would have something to say. But with the exception of a few case his- 

tories and some literature on urban problems, political scientists have 

not been overly concerned about metropolitan finance. 

central process, taxation, that is an intrinsic part of most public 

Here we have a 

organizations, and yet we know very little about how the process works 

or how decisions are made or who makes them. 

Local finance, however, is a critical problem. The choices 

for local officials are sometimes harsh and difficult: either find new 

revenue resources or incur a diminution in services. Often, they must 

make these decisions without realistic guidelines because nobody knows 

what they do nowo 

contribution towards solving some of the dilemmas of our central cit- 

ies by concentrating on the question: how should a city get revenue? 

At the very least, a political study of local finance would show how 

things work, which could provide a concrete point of departure for 

improvement, 

I feel that political. scientists can make a major 

Besides the cogent reason to develop basic knowledge which 

could have payoff to. our cities, there are theoretical reasons for 

?I po3titical study of local revenuee Taxation is an important poli- 

kZcaf--link of Phe citizen to the political system, ,Although taxes 

ihdicate-the cost or the negative side of the relation of the citizen 

€6-the-bolitical system, to some extent the payment of taxes also 

conveys hhe citizenPs approval and esteem of that system, 

L-Porm-of political support, 

system, support and demands flow in and suitable policy outputs flow 

Taxes are 

In the black-box model of the political 

out, The black-box concept is a modular definition of the political 
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system, 

i n  psychology), one tends t o  charac te r ize  the box as an almost neutral. 

conductor of inputs  t o  output. Of course, ins ide  the black-box model 

of the p o l i t i c a l  system are p o l i t i c a l  ac to r s  who may convert r a the r  

than conduct, but  they g e t  l o s t  i n  the shu f f l e  of support and demands 

and o ther  abs t rac t ions .  Support i s  assumed t o  be cons is ten t  with t.he 

demands and the outputs ,  otherwise the system would be unstable.  I n  

other  words, people i n  the environment support the system because 

t h e i r  demands a r e  s a t i s f i e d  by t h a t  system. 

A s  with other  black-box concepts (such as stimulus-response 

One d i f f i c u l t y  with t h i s  

descr ip t ion ,  a t  least  f o r  me, i s  t h a t  

I n  the context  of our c i t ies '  

concept of p o l i t i c a l  support  takes on 

nothing a b s t r a c t  about the payment of 

o f t e n  s t r e s s  the importance of vot ing 

r r  

_ -  . 

it  i s  vague and abs t rac t .  

f i s c a l  problems, however the 

tangible  meaning. There i s  

taxes f o r  public services., We 

f o r  p o l i t i c a l  leaders  a s  a con- 

f i rmat ion and approval of the p o l i t i c a l  system. Theoret ical ly ,  the 

payment of taxes and vot ing on t ax  referendums a r e  other  important 

ind ices  of approval of the  p o l i t i c a l  system, Indeed, T bel ieve,  
.. - 

voting on revenue i s sues  i s  a more re f ined  index of p o l i t i c a l  support 

than v o t i n g - f o r - l e a d e r s .  I n  the e l e c t i o n  f o r  leaders ,  the voter  
- -  - 

chooses-between similar leaders and cannot express r e j e c t i o n  of sys- 

tem'petformance except by n o t  voting. 
. . .  

c - -  
In the tax referendum, the voter  

. -  . -  
taxi; by voting no, r e j e c t  the p a r t i c u l a r  policy outputs of the p o l i t i -  

6al-system., H e  can say by h i s  negative vote: I do not  l i k e  what they 

are doing; and I am n o t  going t o  give them my money, so  t h a t  they can 

fieep'doing-it; 

- -  

- _ -  

When the  choice between leaders  i s  not  much of a choice, 

then referendums are a concrete and s p e c i f i c  way of giving or  withdraw- 

ing support, On a l e s s e r  s ca l e ,  one can observe instances of c i t i z e n s  
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announcing that they are withholding part of their tax payments be- 

cause they do not agree with certain policies. 

Furthermore, support may be inconsistent with demands. The 

black-box model of the political system assumes that at some aggre- 

gative level demands w i l l  be consistent with support. And at some 

level, this assumption is valid because individual pluses and mLnuses 

probably cancel each other, But beneath this aggregate, there are 

citizens who have demands and do not want to pay for them or may not 

be aware that they will pay for them. 

citizens who pay their taxes and are unhappy with the system's output 

And it is not unusual to find 

of goods and services, These citizens may be unhappy with the bene- 
- 

fits which they personally receive or they may be unhappy because they 
. .  . - .  

have to pay for someone else's benefit, such as welfare, 

friend complained to me that he was paying more in taxes every year 

and getting nothing for it. He admitted that he sent his children to 

public schools, that he used the public library, that he walked and 

Recently a - 

- .  

- 
drove on city streets, and that he enjoyed band concerts in the park. 

Nevertheless, he insisted that, considering the cost, he got nothing. 

Evidently' the tax price was not worth the benefits. 

. ~. 
. _  
- .  - 

. 
. - .  

. .  . . .  - . . . . - -. , - . - - . -  

Ldng ago the payments of taxes to support the king's courte- - -  . .. 2 . . .  .. -. - . - - - - - - . . - - . . - . 
sans was an understandably onerous burdena Paying for the king's 

pleasure was no fun, 

modern democratic state here there is a tenuous relationship between 

what citizens want and what they pay, Ironically, the monarchial 

model of taxation fits the revenue behavior of our cities' citizens 

and officials, 

- . .  - _ _  - . . 
i-. . - _  - . . -  

Yet the pain of taxation carries over to the 
ci- _.- - .  . . - . - . . . . . . . 

. _ _ .  - _  . ci- S ' . t L  - , . - - _  

- -  . .  
c-: - - - .  _ .  - 

. .  ~ ; ~ ~ -  _ .  - . - 
~ . - . - - . . 

Citizens do not seek tax increases; and officials, 

to keep their cities in business, stay up n1ght.s devising ways of ex- 

tricating money from a reluctant public, 
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This growing separation between political support and demands 

provides the context for my inquiry into the politics of local revenuer 

In local government, the politics of taxation is bureaucratic politics. 

Since citizens believe they pay too much, public officials must devise 

tactics to obtain the requisite resources to keep our cities function- 

ing. Officials have to manipulate the citizen into paying his tax 

bill because they cannot just go to the public and say give me more. 

As a result their revenue behavior may appear hypocritical to an out- 

-sider when, in fact, such behavior is a necessary result of their fis- 

cal situation. Officials believe the constituency for increased taxes 

-does not exist, When there are groups that are concerned about taxes, 

-they agitate to reduce taxes, not increase them. On the other hand, 

'public officials must get the money to meet rising costs, wage in- 

-creases-; and changing community demands, As the resource inputs and 

'policy outputs flow in and out of the political system, these for-  

'gotten hen in the black-box obtain the requisite tax support. The 

tax link of the citizen to the political system is thus indirect, and c -  

'the nature of that link is heavily influenced by the revenue behavior 
- .  -.. - . _  
-of public -officialso 

ship betwien 'offic.ials and citizens, I have concentrated on how city 

%f%ici-a"lS geX sufficient financial resources to maintain the local 

'3-81 i t 5 La i -. s y 6 t em, - 

Therefore, in exploring the complex relation- 
'. 

. I  

- _ r .  

- _ _ - .  - . .  ._. . - . - . -.In aho-rt, my interests as a political scientist, as a student 
- - - - . - . - - - 'of puljl2-c admidstration, and as an investigator who believes that his 

-r-e-se-ar& 'shouXd have relevance for policy provided sufficient justifi- 
. .. . - _  - 

cation to undertake an exploratory investigation of the politics of 

local revenue, In t h i s  study 1 hoped to find some basic outlines 
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of bureaucratic fiscal behavior, some important concepts which could 

be molded into hypotheses for explanatory purposes, and some i.nsi.ghts 

as to the political aspects of  taxation. Now I would like to present 

an overview of what I learned in this exploratory effort. 

An overview 

- .  . In these days of rapid reading, students are taught to s k i m  

.the conclusions at the end of a book before they commence reading,. 

It makes little difference whether summaries are at the end or the 

beginning. Taking into account the risk that the reader will not 

get beyond Chapter I, I will present a brief summary of some find- 

ings of my study. 
I 

- In Chapter 11, I set the fiscal context of the thesis by 

~utlining.Oakland's financial crisis and by describing its major 

revenue sourceso 

gities in which fiscal resources do not grow and, at the same time, 

social and economic problems increase at a rapid rate. In my view, 

Qakland-has undergone considerable fiscal atrophy where the gap be- 

Oakland is a good example of many of our central 

.- 
tween-avaitable revenue and expenditure requirements is large. The 

arosion-of resources has been sufficient to contribute to a certain 
', 

amouzlg-of ostrich-like behavior on the part of City officials, They 

pave-decided that the property tax, as a source of additional reve- 

nue, is sxhausted; so that much effort goes into the search for new 

Fevenue sourcesB Much of this effort, however, is devoted to obtain- 

jgg-only enough resources €or maintaining the City system but not for 

coping with its severe problems, 

The City appears t o  be hemmed in from many directions, so 
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that its fiscal discretion is quite narrow. To same extent it has to 

give up its discretion to the State of California in order to achieve 

favorable revenue outcomes. City officials encourage the transfer of 

tax responsibility to the State not only to ensure efficient collect- 

4 

ion but also to maintain stable sources of revenue supply. 

tend to have unintended consequences, 

transferred, the State is in the position to set rates and determine 

apportionment procedures, which further limit the resources that are 

available to the City. Moreover, Oakland's officials do not view the 

Such actions 

Once the area of discretion is 

federal. government as a meaningful alternative because of the vagaries 

of federal official actions and because federal programs are not de- 

signed to aid traditional city functions such as fire protection. 

Federal programs are fiscal devices designed t o  take care of extras. 

: ... : -  Therefore, City of'ficials are left to their own devices in 

trying to find revenue, a difficult task because they want to make 

taxes palatable to the citizens of Oakland. 

in the form of taxes is not offered without a struggle, officials try 

to design revenue sources so that the public's tax-consciousness is 

Since political support: 

reduced._', Providing property tax relief means getting the same person 

So-pay wi ih  less pain, 

c. -- ..:: ~Raving described the basic components of Oakland's complex, but 

hopefully, painless tax structure, the discussion shifts to the City's 

key.participants in the revenue processB In Chapter 111, I discuss 

the-behavior and orientations of the City Manager and his immediate 

s ta f f ,  the Cigy Council, and Department officials. These three 

groups constitute the main official actors in the tax arena, 

of these participants, the City Manager plays the crucial role, 

Of all 
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Finance is one of his major concernso Hard-working, dedicated, and a 

competent administrator, he is. the pivotal actor in the revenue scenee 

He contributes to making fiscal innovations and a lso  socializes the 

other participants in the process: he reiterates constantly the no- 

money premise of Oakland. In a sense he is the fiscal conscience of 

the Council, By attempting to cut costs, by believi'ng in the virtues 

of efficiency, and by trying to pull together a badly fragmented pub- 

iic' organization the Manager continually attempts to take the pressure 

off the property tax. The property tax rate is embarrassing to City 

officials because it has been one of the highest in the State for 

many yearsB 

'The Council in Oakland reflects many of the Manager's beliefs. 

Councilmen are products of the reform orientation to local government. 

- -  

Good government in this context is honest government where the lack of 

corruption is sometimes more important than the responsiveness of the 

institution, However Councilmen are responsive to a rhetorical con- 

stituency which-they frequently refer to as the taxpayer, Because of 

ihe taxpayer, Phey have to worry about not increasing the property tax 

&te;-and they-must guard the City's tax resources from encroachment 

by other jurisdictions, While Councilmen are preserving the revenue 

I _  

! 

- L .-- - 
status quo,-the Manager initiates most tax policies, 

- .  .- - _ -  
Although the Council and City Manager are concerned about the . - _ _  

revenue'side-of the City, Department officials are concerned about the 

spending side,- The Departmentss service objectives conflict with the 

Hanagera s revenue maximization attempts, 

officials pay obeisance t o  a cost recovery norm, but seldom design 

- _  . 
For example, Department 

fees with tha t  norm in mind, They cannot be relied upon for fiscal 



I1 

' innovations, and in the final result they are the spenders, not the 

providers. 

The providers are, of course, the Manager and his finance 

staff., 

of the revenue constraint on some basic organizational processes. 

Their behavior is central to an understanding of the effect 

Therefore, in Chapter IV, I present a conceptual framework which 

shows how the revenue constraint affects search, decision-making, 

and the resource inputs to the City organization. The basic feature 

of this framework is the officials' avoidance of the public in order 

t o  bring revenue into the system, I describe the process in a serie.s 

of stages, from search and decision through acceptance and administra- 

tion. 

@ith revenue maximization try to anticipate public conflict and avoid 

Throughout each stage, the City officials who are concerned 

it,. Officials do not relish negotiating with hostile taxpayers. 

- Public avoidance starts with the officials' search processes. 

Because the revenue problem is always there, and is never considered 

t o  be solved, search is recurring and open-ended, The choice of which 

tax to present for public approval is simplified by finding precedents 

fnzother cities and by following the leadership of the larger cities 

in the State, 
! 

By these tactics, indirect taxes and nominal charges 

are:introduced into the tax structure which reduces the tax conscious- 

ness of zhe payer and results in low-yielding taxes and small, atten- 

tive tax-publics, Public participation is also made difficult, so as 

t o  keep these tax publics small, fragmented, and quiet. Negotiation 

Mth-the public is usually with friends or with the members of the 

small tax public, Once the concurrence of the small tax public is 

achieved, it is assumed that the majority of taxpayers will pay a 
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new tax without much complaint, and low delinquency rates usually 

verify official premises, The administration of the existing tax 

structure is also characterized by public avoidance and anticipatory 

tactics, The property tax rate is never cut to a minimum and revenue 

is estimated conservatively so as to create a surplus for meeting 

future contingencies, The net result of these public avoidance tac- 

tics is that the City is able to maintain itself from year to year 

but does not have sufficient resources for an expansion of services. 

Additional taxes just cover employee pay raises. Tkre advantage for 

City officials is that they avoid conflict, and they do not have to 

negotiate with what they consider to be a hostile or at best an in- 

qifferent public, 

they have chosen the low-yield, low-political cost revenue sources. 

Because Oakland officials do not have many optirjns 

. .  - _  - - In Chapter V, the concepts dealing with the public avoidance 

process are _ .  grounded in the details of a specific case history, This 

ten-year - .  history deals with the adoption and administration of the 

City's sewer service charge, 

revenue,';as-a.focal point of the analysis of a public organization, 

One of the difficulties of working with 

is - .  that . there-are .. not many important tax events to observe, so a 

genetic _ . -  approach sometimes does have payoffs, 

from-the-case history, was the illustration of the continuity of be- 

baviorlduring.the -_ . - ten year period, The occupants of the key offices 

Ekanged, and yet? the premises of the past dictated most of the de- 

cisionsa- Starting from the premise that the property tax must be re- 

An interesting finding, 

&Jeved,.C+ty-officials - _  searched for a painless form of taxation, 

pushed for it and when the tax became difficult to administer, raised 

the rates, which confirms the mzxim: when you have ara inefficient tax, 

raise your rates, 
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In Chapter VI, I identify two revenue aspects which are im- 

portant to the budgetary process. In Oakland, the budget is no longer 

used to allocate resources but as a control device for the City Manager 

and as a communication device for Departments. The City bureaucracy is 

dichotomized into budget spenders (the Departments) and budget cutters 

(the City Manager and his immediate financial staff), 

most of the participants, of a no-money premise in the City and the con- 

The adoption, by 

tinuous deprivation of funds has resulted in several disjunctions in 

the budgetary processe Budget spenders ignore revenue limitations in 

formulating their budgets so as to communicate the needs of their or- 

ganizations. At the same time the City Manager and his budget staff 

ignore service and program implications in cutting the budget. Since, 

by law, the budget must be balanced--expenditures must equal available 

resources:-the Manager and his staff have to consider budgeting as a 

form of revenue behavior. 

kdditional funds if they allow spending increases, 

h o l d  down spending, the less they have to search for new sources of 

revenue. ,Thus, cutting the budget is a form of revenue behavior. 

They are the same people who have to find 

The more they can 

I 

~. . .  - _  -.. 
.. - Because officials, in their revenue behavior, are heavily 

I - - -  . 
Znfluerked' by -their perceptions of the public, I wanted t o  find out, 

fc%-mfs6lf, 'how hostile o r  supportive the public is. 

~.'h~scu& .-'the results of some exploratory interviews which were con- 

auctdd 'wiih Oakland's citizen-leaders, 

In Chapter VII, 

, 

- . - - - .- 
Oaki-&dq.s leaders generally understand taxes, see the connect- 

2bxi between taxes and services, and believe everyone should pay a fair 

share t o  meet the Cityss tax Burdens 

increases turned out to be difficult to determine, 

- -  - - - ... 

. -  - .  

Whether they would support tax 

- .  . . 
- . .  . . 
- c - :  - 
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I was looking for a way to identify support for tax increases 

in general, and it may be that tax support can only be defined in 

terms of specific referendums and isst;es. I assumed that those lead- 

ers who understood taxes and at the same time saw the need for improv- 

ing City services would be the potential support nucleus for increases. 

Leaders generally evaluated the City's performance as inefficient, in- 

adequate, and inferior when compared to its neighbors in the Bay Area. 

But unhappiness with City Hall was not necessarily linked to ar, aware- 

ness of the City's major problems, 

of the survey was that only about a third of the group of leaders was'. 

aware of the tremendous financial, social, and economic problems which 

the City faces. Although the leaders' tax comprehension and negative 

performance evaluations are important conditions for tax support, they 

are not sufficient. Unhappiness with Oakland's major financial, social, 

and economic problems probably is the central motivation for leader 

support. 

sufficiently concerned with these severe problems, then the expecta- 

One of the disappointing findings 

To the extent that Oakland's elites are not aware or are not 
% 

tion for' widespread support for increased taxes 

duced, 
i 

A i  part of the survey9 the leaders' tax 

tained, Their first preference, the sales tax, 

is considerably re- 

preferences were ob- 

and other forms of 

excises, are the very sources which local officials have depended on 

over the years. Their least preferred source of revenue is the mu- 

nicipal income or a payroll type taxs 

experts have suggested cities adopt, 

This is the tax which many 

As of now, no California city 

is using the tax and in Oakland there is resistance against it, 

]en the final chapter of the dissertation I discuss the pol-  

icy options tha t  are open to the nationss local officials. Taking 
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the viewpoint of the local official, I, at the same time, argue with 

his conception of fiscal reality. 

as a problem for politics and not economicsa 

to question the assumption of taxpayer hostility and to take suffi- 

cient action to build coalitions for increased levels of taxation and 

public expenditures. Although the federal government may provide re- 

I view the local finance problem 

I urge local officials 

lief to our cities, this relief may be a long time in coming., 

fore, it is imperative that local officials no longer sit and wait 

for things to get worse. They must take a multiple approach. Offi- 

cials should try to get outside funds. 

public conflict and work with small tax publics for small tax increases. 

And at the same time they must seek the support of the larger community 

for significant revenue increaseso 

avoidance and public contact tactics, Above all, city officials must 

provide the political leadership to their community so that an adequate 

resource _ -  base can be established to deal with mounting problems. 

There- 

They should also try to avoid 

They must use a variety of public 

The 

'Cityqs fiscal crisis is in reality a crisis of political leadership, 

Local .. officials have to walk a thin line between a threatened taxpayer's 

revolt and a poor people's riot, The resources, though, are there. 

What we need are political officials who will assume a certain measure 

of risk and at the same time insure us that local institutions are re- 

.. 

- - -  - . .  - - 

sponsive go . the - -  needs - of its citizens, c. - - .  - - 

. .  . .  - - .  . _  
. . .  . 

. . . - .  . . .  
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CHAPTER I1 

REVENUE SOTJRCES 

The Fiscal Context 
- 

In this chapter I will set the fiscal context for the rest of 

the thesis by indicating Oakland's financial crisis and describing 

-its revenue sourceso After briefly noting Oakland's social and 

-economic problems, I will discuss its revenue-expenditure gap and 

.some major revenue trends, Using descriptions of Oakland's major 

.'sources of revenue, I will show that Oakland has a limited capacity 

'to raise revenue, that it is the willing fiscal creature of the 
- 
State, that it makes and loses money, and that much revenue behavior, 

-as in most forms of human behavior, is characterized by pretense. 
- -  

/ 

-The growth in social. and economic problems 
- _  

= Oakland faces many of our central cities' dilemmas. The 

'elements'of the urban crisis are all there: a high percentage of 

'disadvarrfaged people, a high unemployment rate, extensive sub-stand- 

'ard 'housing, low educational achievement, and low family income. 

According to Oakland's Model Cities program application, the City 

_ -  _ _ _  
.. I 

- -  - 

_ -  

is a " * p o r t  of entry9 for low-income households, many of whom have been 

minoritieso'! 

round 370,000, the mix within this total. has changed quite dramatically. The 

1950 census reported the 

Although the total population has tended to stabilize a- 

Negro population in Oakland at 47,562, In 1960, 
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it had grown to 83,618, an fncrease of 76%, and it is estimated that 

the 1966 Negro population was 110,000, Between 1950 and 1960 the 

white population decreased by 18%, and the Spanish-speaking white 

population increased by 44%, to 23,700. During the same period, a 

reduction in defense and other industries occurredc 

the unemployment rate in 1966 was about 6% for males and 10% for fe- 

males. 

around 11% for men and 16% for women. Another index of the City's 

decline is that 15% of all housing units in Oakland are considered 

Withi; the City, 

In the poverty target areas the percentage is much higher-- 

substandard. In addition, educational achievement is lower than in 

other California cities; 70% of Oakland's non-whites over twenty-five 

years of age have not completed high school. Considering the lack of 

education and low job opportunity, it is not difficult to understand 

why family income in Oakland is lower than in the rest of the East 

Bay metropolitan areao 

Cityls families was under $4,000, 

1965, the number of welfare cases increased by 13%. 

In 1960 family income for one-fourth of the 

In a single year, from 1964 to 
I 

' -  

Behind the sterile demographic picture of Oakland lies the 
-. 

misery of -the .poorp whom we euphemistically term the "disadvantaged" 
1- - 

and "culturally deprived,? City officials, with a few exceptions, 
- .  L - .  

have not enlisted in the War on Poverty. 

for -.. defense - against possible riots, but the "war" takes place on 

They make contingency plans 
C - L - -  =. . 

c - \  ~ - - . -  . - 
other sites, in a maelstrom of quasi-private and independent public 

agencies, Poverty is €elt indirectly by City officials, because of 

the - -  incqeasing cost of City government, 
the parksp and crime in the ghetto do, to a certain extent, cause an 

_ . _ _  - - 

Minor arsonp vandalism in 
._.- - 

increase in operating costs, The real impact of Oakland's social and 
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economic problems--the social cost--is only beginning to be felt by 

its officials, 

The recurring crisis: fiscal atrophy and the revenue-expenditure gap 

The main problem City officials face every year is finding 

sufficient revenue to maintain the current payroll. This difficulty 

has been diagnosed by the City Manager as a lack of growth, or what I 

term fiscal atrophy, In other words, the budget increases at a faster 

rate than the tax base. 

outstripping revenue resources e 

Central-city expenditure requirements are 

For local officials there is as much 

romance in the revenue-expenditure gap as there is for national defense 

officials in the missile gap. The City Manager puts it this way in a 

report on Oakland's fiscal potential: 

Simply stated, the disquieting fact is that under existing pol -  
icies and within the constraints of the financial structure, the 
City of Oakland's expenditure requirements will soon exceed its 
income 3 

The Manager's projection was based on the 86% rise in the City bud- 

get compared to the 36% rise in property tax assessed valuation from 

1956 to 1966. The atrophy of Oakland's tax base has tended to exacer- 

bate the revenue-expenditure gap and has resulted in the City's primary 

efforts being to maintain itself rather than to cope with confronting 

social problems. 

I 

~ 

Ironically Oakland stagnates while the East Bay prospers. 

Oakland is a very old city; it was incorporated around the time when 

California became a state, It has been the county seat since 1873, 

Today, even though Oakland is not growing, it is the core city within 

the growing East Bay metropolitan areaD 

_ -  

Oakland is constrained by 

and usage and by the business and population migration to sur- 
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rounding communities, 

it is boxed in within its 53 square miles of land. 

base erosion is that not all property within Oakland’s 53 square miles 

is included on the tax roles. 

vacant or occupied by governmental utilities, public institutions, 

and streets and freeways. The Finance Director has estimated that 

over 40% of Oakland real property is tax-exempt. 

There is no more land the City can annex; 

One cause of tax 

Much of the excluded real property is 

Fiscal atrophy started after World War 11 when Oakland reached 

.its population peak, and since then, the population has been gradually 

_decreasing, According to census figures, the total population of the 

City fell from 384,575 in 1950 to 367,548 in 1960. 

slowed somewhat (a recent estimate of the 1966 population is 365,127) ,  

_but unlike-the rest of California, Oakland is not growing in population. 

The decrease has 

mile the tax base eroded due to the combined loss of business, 

population,’and taxable property, the expenditure demands on the City 
_ .  

increased, 

-the City9s philosophy of pay-as-you-go, 

‘program, City officials deferred capital improvements and incurred 

-increased maintenance and operating costs. 

-on the same pay-as-you-go policy; consequently Oakland has an excel- 

-lent bond rating, 

Part of this greater expenditure requirement was due to 
- 

Without an aggressive bonding 

- 

Today the City operates 
! _ _  
! 

- -  - - -  - _ _ _  -.. The low total indebtedness, $18,9 million, is only 
. -  - - _  

the legal limite4 Because School District and City improvement 

have been turned down in the past, City officials generally are 

to turn to the voters for approval of bonds. 

. -  . .-A- - * -- 
_._- - 

- - _ -  - i = -  
They continue to 

- ? - -  - -  - 
ahopt 8 pay-as-you-go‘stance as a practical necessity and seek other 

sources of financing, Whether City officials are afraid of the voters 

or truly believe in avoidance of debt, higher operating costs are the 

result, 
_ _  - .  
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Previous studies of California finance have indicated that the I 

increase in city budgets has been due to increases in population and 

prime5 

jecture that Oakland's budget increase is due to changes in,the mix 

Oakland's population has not been growing, but one might con- 
- 

of population. I call this conjecture the blame-the-poor-blecks 

hypothesis, Even if Oakland were all white,-however, it might still 

face the same fiscal problems today. The City budget has expanded to 

meet increased costs of operation, not to meet the needs of Oakland's 

deprived population, Seventy percent of the total budget is for per- 
_ .  

sonnel-related costs. 

cracy; it is a thrifty, almost frugal city. In 1960 there were 3,014 

budgeted full-time personnel positions for the City. 

Oakland is not a case of an expanding bureau- 
- 

- -  
By 1968 this 

6 - .  

, number had increased to 3,254,  an increase of roughly 1% per year. . -  

While the number of personnel has not increased considerably, the costs 

of personnel have gone up every year, with built-in merit raises and 
_ .  . .  - . 

rising costs for retirment plans, 

the possibility of a 2-37, price increase for non-personnel costs, 

w i t h  stan'dard salary increases of 4-5%, with slight increases in num- 

ber of peisonnel, and with no increase in productivity, Oakland could 

Thus it is easy to see that with 
. .  

. .  
_ .  . - .  

- - . .  
- ..I - .  . _  

. . .  - - .  , , - . . _  
- 1  -. - . - - I .  - - . - 

have an annual 8% growth rate in City expenditures and not have any 
, c - -  - - -  ..-_ - 
i c  - - . .  - - z _ _  
marked increase in the level of service. . .  . - .  - _  - - .  - . . - -. . - - . - - 

In Oakland the problem of revenue, therefore, is not neces- 
- -  - -  - -  - 

sarily tied to a significant expansion of serviceso 

the maintenance and survival of the organization. 

It is tied to 

If City employees 
- - _ _ -  . -  ~- - ^ - -  ~ 

& _  

- -  i -  -~ 
re to receive their annual wage increases and budget officials are 

t o  g e t  their merit raisesp then the search for revenue takes on 

personal significance, - . -  - - . . - _ _  
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Trends in City revenue 

. The City is the fiscal creature of the State. Talk about 

independent home rule is rhetoric, A s  a charter city, Oakland, has 

extensive legal financial discretion, but in practice the area of 

financial discretion is quite cifcumscribed. Generally speaking the 

larger the source of revenue in dollars, the smaller the discretion. 

For example, the City has a great deal of influence over fees and 

licenses but has very little discretion over the extent of subven- 

tions and grants which come to it. Over a 20-year period subventions 

and grants have gradually increased, but as Table 2-1 shows, subven- 

tions and grants have varied on a percentage basis. 

decline of subventions and grants in 1960/61 and the inc'rease in 

The percentage 

1965/66 were typical for the whole State. Table 2-1 also shows the 

heavy reliance upon the property tax, starting from over 75% at the 

end of World War I1 and 1eveling.out at roughly half o f  the total 

revenues of the City. 

TABLE 2-1 
'. 
! TRENDS IN CITY OF OAKLANO REVENUE 
i 

i 
! Fiscal Year (Percentages) 

Source 1945/46 1950/51 1955/56 1960/61 1965/66 

Property Tax 76.6% 50.5% 47.4% 50.9% 47.1% 
Subventions and 
Grants I 7.4 3793 17.0 13.0 17.0 
Sales Tax __- 12.1 ES.7 19.5 17.1 

16.0 20,l 15,9 16.6 18.8 Other Revenue 
POO.O% 100.0% 1oo,o./, 100.0% 100.0% 
I__ 

Total Revenue in 
illions of Dollars: 9 18 26 37 48 

Source: City of Oakland, Auditor-Controller 
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The property tax traditionally has been the main source of 

financial support for local governments. The sales tax is the second 

most important single source of City financing. Originally this tax 

had been reserved for the State, but in 1943 the State of California 

was in an excellent fiscal position due to limited war-time expenditures, 

and increased revenues and decided to reduce its sales tax levy. Shortly 

thereafter cities started adopting sales tax ordinances, and Oakland 

began collecting sales tax in 1946. In that-year the sales tax brought 

in almost one million d o l l a r s ,  and it has continued to play an impor- 

tant role in Oakland finance ever since, Cities resorted to the sales 

tax in the middle 1940's because they perceived that the property tax 

had about reached its limit, This same perception exists now, and once 

- again - -  there is a tendency to search for non-property tax revenuee 

_ - -  The . trend . -  toward non-property tax revenue is more apparent in - . _  

Table 2-2, which presents a comparison between Oakland and all other 

California.cities . .  - during 1958 to 1959 and 1966 to 1967, For both, 

there are considerable increases in non-property tax revenue. For 

Oakland, non-property taxes, service charges, and use of money and 

- - .  - _- 
- - .  

- . -  

property 'have increased since 1958, 

property tax by the City of Oakland ranges from 44y0 to 43%, whereas 

Aor.. a l l  California c&ies .the range. is 34%- to. 37%._ Oakland relies on 

khe-. p2ope;ty tax more ;ha&' othei- Caiifornia- cities and to make the 

&tisakion worse, 0akland"s tax ,ate is c&siderabi$ higher; than the 

&v&&'ag;a'~r&Ta!- in the S+$t'kei In&edi- thekit$ ~. ha.s.had one af 

highFst fnlnicipa& tax rates in Lhe State €or the past decade, 

The differential reliance on the 
-.  ._.  .-. -. ._ . .. - . . - -__ - -.- - - -- . . ... ..- - . 

- .  . 

. .  . . . . _. - .- . -. __  - . .  -. _. - - -- - . . . - .  

- -  - .  - . .  

_ . _ .  _ .  . -  - - . . . . . . . . . _ -  - --_ - _  

- -  ~ - *  - .  . . - 6 .  
- -  - - .  .- - - - .  . .  

~. ~ 

- -  .,. ~ 

- .  
. -  - -  I : - - _ - _  - .  

. - - - - . . . 
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One reason for the high tax rate is the slow growth in assessed 

valuation for the City. A s  shown in Table 2-3, Oakland's assessed 

valuation has not kept pace with the rest of California. The slow 

growth in Oakland's assessed valuation is directly related to symptoms 

of fiscal atrophy--the exodus of business and people, the limitations 

on expansion because there is no more land to annex, and the assign- 

ment of taxable property to tax exempt uses-such as freeways. 

revenue estimation purposes, City officials consider their annual 

assessment growth factor to be 2.6%, which is much lower than the 

average rate for all California cities, 

valuation for 1967/68 is due to a change in assessment procedures in- 

stituted by State legislation requiring all property within California 

For 

The temporary jump in assessed 

counties tolbe assessed at 25% of value by 1970/71. 

Alameda County's assessment rate was about 22%. 

expect that,. after a few years' adjustment to these assessment proce- 

rdures, the growth -rate for assessed valuation will return to 2.6%. 

Previously, 
7 City revenue estimators 

8 

- TABLE 2-3 - 

'0AW;AND'S 9 . .  SLOW RATE OF GROWTH IN ASSESSED VALUATION 

I _  a11 California cities City of Oakland 
- \ :Assessed Valuation: Average Tax Assessed Valuation: Tax Rate 

Rate @er $100 Percentage Increase Per $100 

:I 96 116 2 - - . - 7,870 $ 1.81 2 a 6% $ 2,86 

1943164 5,5 1.85 3,3 3, E5 
1964165 4.34 1.85 1.5 3.15 
1965/66 . 8.0 l a 8 5  206 3,l7 
h966/67 7e3 1,87 2.9 3,16 
1967168 7.9 1,84 509 3.14 

- \ 'Percentage Increase 
3 -  ~ 

Piseal Year : Over Prior Year Valuation , h e r  Prior Year Valuation 
- -  

- 
4.9621'63 6*0 le87 2.5 3.21 
- 

_ _ -  ~ . .  

Sources: For Statewide Data, State Controller, Annual Report of Financial 
.Transactions Concerning Cities of California, For Oakland data, 
City of Oakland, Budget and Finance Department, "Financial Capa- 

i % i t y  Study, para: Z L ? ~  (draft--no date). 
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During the eight years that are represented in Table 2-2, 

revenues for all California cities have increased 32.3%, or nearly 

doubled. This is an annual increase of about 11.5%. However, Oak- 

land's revenue has not grown a s  fast but has increased only 65.9%, 

or an average of 8,2% per year for the same period, Since the City 

must balance expenditures with revenue, this slower growth rate in 

revenue illustrates that Oakland has not been expanding services, 

'but rather has been in the box of maintaining itself, 

The City of Oakland is almost a no-slack system. The City 

budget does not have much ''fatfr in it. What are the revenue resources 

on which the City relies? 

How much discretion do City officials have in raising revenue? 

remainder of this chapter w i l l  outline the City's financial discretion, 

show that the City can make an.d lose money, and show that tax behavior 

is deceptive, 

Where does the City get the money to survive? 

The 

I _ . . _  

The City has a narrow area of discretion 

Financial discretion 3s the capacity to raise revenue, The 

area of financial discretion defines the object of City decisions. 

From Table 2-4 we can arrive at two conclusions: 
I 

(1) with the exception 

of the property tax, the decisions that City officials can make concern- 

ing revenue are "nuts and boltsc9 decisions; and (2) a large amount of 

money, almost half of the City's annual budgetp is outside the area of 

City discretion, 

. .  
The merit of minutiae, Within their area of discretion City 

officials do make many decisions, To the uninitiated, City revenue 

ecision-making appears t r i v i a l .  The social scientist who treats 
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TABLE 2-4 

THE NARRO'WIWG AREA OF CITY FINANCIAL DISCRETION 

Revenue Groups Plainly 
Within City Discretion 

Fiscal Year 1966/67 
(In Millions of Dol.lars) .- 

PropertyTax. e a e e e e a e e e 8 e e e e e e e e e e 

FranchiseTax. e e e e e e * e e e e e a a m 

Transient Occupancy Tax e e m e a a 

Parking and Street Privilege Fees e . . e e e e e e e 

Business Licenses a e e e m -. e a e 

Other Licenses and Permit Fees e e e e , . e e e a e 

Building Inspection Fees e e e e ., . ., e m e e 

Concession and Facility Fees e ., e e e (I .' e . 
Sewer Service Charge e e e a e . e e . m e e 

Other Service Charges a . e ., a e e e e e e e e a 

Interest on Bank Deposits e e a e e ., e a e a e m 

Management of City Assets--Sales and Rentals e . e e 

. .  . - Revenue Groups Mainly 
Outside City Discretion' 

$ 23,l 
a4 
e 2  

0 5  
e 9  

01 
e 4  
e 7  

1.1 
e 2  
.9 
e 5  

$ 29.0 

Bales Tax m e e e e 

Cigarette Tax e m e e 

Off-Street-Parking e e 

Court Fines e e e 

State Gasoline Taxes 
In Lieu Tax Payments 
Alcoholic Beverage Tax 
Revenue and Grants From 

- - -  
\ 

L Total Revenue - $52.8 
J - .  - _ -  _ -  - - -  * -  -. - -  - 

$ 8,7 
.8 
e 9  

2.1 
400 
Z e 5  

e 4  
4.4 

23,8 $ __I 

$ources:-C$ty of Oakland, 78th Auditor-Controller's Annual Report, Fiscal 
Pear E966L67, and City of Oakland Budget and Finance Department, 

- _  - 
- - 9'Fin_ancial. Capability Study, Part IIo' (draft--no date). 

_ -  - L  - _ _ _ .  - _  

c . . .  _ .  . .  . - . _ _  _ _ _ .  . . . .  . 
irban' ri?venue'-in'term.i QE-aggregates Such- a s  property tax ani "other" 

. .  . . . -;- ; - .  .. -..- ' _  . .  . _ _  . . _ .  _ .  -. 

will-miss-most' o F t h e  kction; Local- revenue' decisions- are' in- 
- - - _  - .  - - ~ ~ ~ - - .  
'Behind Gny bf the Lev&nbe-gioupd in- Tabie 2-4 are hundreds of jcevenue 

- _ _  - 
.bourcesa City o f f i c i a l s  decide whether to include vending machine 

operators under the business licensee 

will be whether Oak%and9s new museum should charge twenty-five cents 

A future major policy decision 

-%or ad~nissfon, Pf a frequency count of decisions by dollar amount was 
. -  

. .  . 
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computed, there would be only a few million-dollar decisions. In the 

aggregate, the small dollar decisions, the rounding errors of other 

studies, allow Oakland to adapt. In Oakland small dollar revenue 

sources get a s  much attention and are as significant as large ones. 

Local revenue is not local, The State is the locus of decision- 

making for much of the revenue which the City uses. The sales tax, 

cigarette tax, court fines, gasoline taxes, most in lieu tax payments, 

alcoholic beverage revenue, and grants are controlled by the State. 

Of course the City can and does influence the State, but generally 

rates, exemptions, apportionment formulas are under State control. 

As I have said, the City is the fiscal creature of the State, and as 

we shall see, the City is often willing to give up its discretion. 

,Because of pressing expenditure demands, City officials find all re- 

venue sources equally attractive and they are not particularly concerned 

about the future possibility of having to negotiate with the State con- 

cerning rates and apportionment procedures. 

will collect revenue and send the City a check is sufficient incentive 

The fact that the State 

i 
to gain the City's concurrence. 

1, 

The sales tax, or money without discretion. The sales tax is 

one local revenue which is not localb Its yield is equivalent to 

almost one-third of the CityPs property tax rate, and the sales tax 

comes to the City with no spending strings attached. Other than 

moving around within the 1% limit €or local taxation, Oakland has no 

control over the rates, 

4% to 5%, for example, with no proportionate increase for the City. 

The State recently raised the sales tax from 
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HOW'S business? The City can increase its sales tax yield by 

improving its business climate so that people will spend more within 

the boundaries of Oakland, Revenue from the sales tax has increased 

about 4% a year over the past five years, but this revenue has not 

actually kept pace with the increase in sales throughout tfie total 

trading'area in which Oakland is located. 

Planning Department in 1965 jndicated that there had bezn a cousiderah1.e 

shift of trading to outlying shopping centers, and Oakland's share of 

retail sales had substantially decreased since 1948. 

growth in Oakland's sales tax revenue has been due to price increases. 

A study done by the City 

- .  

. _  
Part of the 4% 

The Consumer Price Index for the San Francisco area increased an aver- 

'age of almost 2% per year for the 1958-66 periode9 Considering Oak- 

land's relatively stable population and the disruption of its down- 

town area due to the installation of the rapid transit system, Oak- 

iand officials estimate a 3% annual growth rate for the sales tax for 

-the next five years, 
5 -  

eo fight the County. The l o s s  of local rate and base control 

-of the sales tax resulted Prom the State passage of the Bradley-Burns 

Uniform Sales and Use Tax Law of 1955. The incentives in this law were 
- <  

structu+ed so that the cities would have trouble with their merchants 

if they did not join with their respective counties in the uniform 
-. - _ .  . 
v - -  - - _  - _ .  

._ - - . . - . - 
c -  :- . 
program. Maintaining a separate city sales tax meant, in effect, that 

- - -  - _, - 
c _  

the-ciki.esv merchants would have t o  collect a higher rate and would 
- -  - - . .  - 
be a t  a competitive disadvantage, 

ordinance t o '  participate in the Bradley-Burns Act, 

Thus, in 1956 Oakland passed an 
- _ _ .  _.___ . 

At that time, 

Oakland and Alameda County agreed that the 1% reserved for local tax- 

ation would be split by havfng -95 of it go to the City and .05 to 
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the County. City officials now feel that there is no justification 

for the County to receive any part of the City-generated sales tax. 

They argue that in many counties, such as Orange, Los Angeles and 

San Diego, all of this tax goes to the cities, and, in any case, 

Oakland needs the money more than the County. 

What’s left? Not much. Two areas remain for the City’s dis- 

cretion, First, it can pressure the County to change the arrangement 

so that Oakland gets all the local sales tax collected within its area; 

and second, it can make an effort to increase retail sales within City 

boundaries, In order to remain under the State uniform program, with 

its advantages of efficient collection, the City cannot go above the 

1% legal limitation. For all practical purposes, t.he City has little 

discretion with respect to the sales tax. 

Some taxes, like the sales tax, are outside City discretion 

because of reality, while others, such as the property tax, are outside 

City discretion because of a fiction which everyone accepts. 

- -  - 

$ax has 

‘sax has 

ou t  the 

Eax can 

_ _  . -  

The property tax, or when is a limit a limit. 

been temporarily placed in quarantine. It is exhausted. The 

reached its limit, 

State, officials have convinced themselves that the property 

no longer be used to meet increased financial requirements. What 

The property 

1 
By a process of mutual reinforcement through- 

$0 do with the property tax is a major concern of policy-makers within 

she State, as any casual reading of the newspapers will document. 

Piagued with assessment scandals, expensive exemptions, and a plethora 

of small tax rate areas, people have a notion that the property tax 

has reached its limit, As one official puts it, nThe property tax has, 
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of course, not reached a legal limit, but we in County government 

do think that for all practical purposes it has reached a working 

Or, as a League of California Cities executive says, "We 

are inclined to agree with those who state that the property tax has 

reached its limit. However, revenue derived from property taxes will 

continue to be a substantial source of municipal revenue for years to 

comeeft1l 

tax cannot be raised and that the tax rate should be lowered. 

Oakland officials have adopted the decision rule: the property 

Even 

though City officials define the property tax to be outside their dis- 

cretion, they could always change their minds. Since City officials 

have made similar prohibitions in the past and ignored them, .I con- 

s-ider the ,property tax to be within the area of City discretion. Pol-  

itical - - .  . . limits on taxation can be raised when the fiscal barrel appears 

emptyo . 

- 
Finding revenue and giving it away. Since City officials have 

_ _  . 

decided not to tinker with the property tax rate, they have tried to 

increase :the-tax base in Oakland. Such economic development has not - . -  
k e n - a  smashing success; so officials have taken the logical step of 

f,inding oiher revenue sourcess In this process of what is called 

?poad?ning the tax structure, or charging twice €or the same thing, 

@e Ci-gy has-parrowed its own fiscal discretion. In a survey of Cal- 

i,Zpr_nia_city-ma~agers and officials in 1962-63, over sixty percent of 

Lhe - -  respondents felt that the property tax would not be adequate to 

*@t-t&eir Feeds over the next ten years, 

c i t y  managers who foresaw this inadequacy have initiated new tax 

Over three-fourths of the 
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levies, Over half of these managers were 

unreservedly in favor of increasing the importance of the role 
played by locally levied and state collected taxes. 
is made to include those cities which would favor such an increase 
with varying degrees of safe uards or conditions, the share in 

If allowance 

favor climbs to 78 percent, 15 

In other words, most of these cities do not insist on maintaining 

complete control over their own fiscal resources and would gladly sur- 

render some discretion in exchange for the efficient collection of 
- 

_ .  

revenue by the State. 

Oakland. 

tax. Currently, Oakland views the property tax as being exhausted; 

consequently, the City is now looking for and has been levying a ser- 

ies of non-property tax revenue sources. Furthermore, the City is 

The statewide attitudes apply quite well to 

The City has historically relied heavily on the property 

content to give up control, as we shall see. 

The City gives away its descretion, 

:City officials deliberately narrow their own fiscal discretion. 

Within the City, officials tie their own hands by establishing auto- 

domous organizations and funding them out of general purpose revenues 

such as on-street parking fees. At the State level, City officials are 

%&tent to join a State program and give up discretion because they can 
\ 

€ut: administrative costs and also maintain a stable source of revenue 

Gupply, or so they believe, Unfortunately, officials are not aware at 

%he time- that they are giving anything away. Their successors, however, 

1 S k  with the consequences of a narrower fiscal discretion. 

. -  
e Parking fees are much 

Bigger business than the average person who puts ten cents into a meter 

realizese In Oakland on-street parking fees yield about $1 million a 
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year and are designed for control and rationing as well as for revenue. 

Many on-street parking meters gross over $130 annually, even though 

they are often placed not to maximize revenue but to maintain tilrnover 

in areas where parking demand is high, Administrative costs for re- 

pair, collection, and accounting run to approximately 14% of meter 

revenue. 
- 

How to lose a gold mine. Parking revenues are a significant 

resource for the downtown merchants who have been able t o  reserve about 

half of the City's parking revenue. Because the City Council wanted to 

encourage the development of the downtown business area, the Council 

established an autonomous Off-street Parking Commission and pledged 

half of the meter revenue to finance the acquisition and construction 

of off-street parking lots. 

million dollars to a special off-street parking fund, but the general 

fund is also used to support the staff expenses of the Commission. The 

Not only did the general fund lose half a 

City Manager cannot recoup this revenue, but he is attempting to encourage 

the Commission to pay for its own minor expenses. 

. .  
Smoking is not hazardous to revenue. The history of the cigar- 

ette tax in Oakland is an excellent instance of the cities' flight from 
I 

fiscal independence, 

wide cigarette tax of three cents a pack, 

considered the feasibility of adopting their own cigarette tax. At 

that time, the City Manager recommended to the Council that Oakland 

In 1959 the State of California passed a State- 
_ .  

In 1961 Oakland officials 

support an arrangement for State administration of a cigarette tax 

similar to sales-taxes procedures under the Bradley-Burns Act. Five 

years later, however, the climate f ~ r  passing a local. tax was appro- 
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priate and the need sufficient, so that the City Council passed an 

ordinance imposing a two-cents tax on each pack of cigarettes. City 

officials had concluded that the cigarette tax would have stable re- 

venue yields as health hazard pronouncements, such as the Surgeon 

GeneralPs report, seemed to have little effect on consumption. 

Let George do it. In the following yeas, 1967, the State 

legislature passed a new law providing for State administration of the 

cigarette tax. 

this step, and the City Manager and other Oakland officials had sup- 

The League of California Cities had been recommending 

ported the proposal, urging in letters to State legislators that such 

9 State-administered tax would be "desirable and effective" and would 

achieve a "uniformity and equity" similar to the sales-tax administra- 

tion. The new tax, which became effective in October 1967, allowed 

three cegts-out of a total of ten cents per pack to be returned to 

&ocal_governments, . Apportionment to the city and county governments 

was to be computed on the basis of the percentage of total sales tax 

ljevenue received by the local government, 

. .  . 

Getting the worst of a good bargain. Not only were local - 
I gf€ic$als,hagpy to support the State legislation on grounds of effic- 

gency, but State adoption of the cigarette tax would avoid controversy 

over guspected cigarette smuggling from other jurisdictions, One Council 

eandidate had made cigarette smuggling an issue of his election campaign. 

With uniform State-wide procedures, Oakland coul(d not be charged with 

gpcouraging-cigarette-tax avoidance or putting its own retailers at a 

disadvantage, The most advantageous aspect of this State legislation, 

as the City viewed it, was that Oakland would be getting an additional 
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million dollars in revenue per year due to the increased rate and more 

efficient means of collection, 

tax to yield almost $2 million a year‘. However, one problem remained: 

some cities were interested in having the apportionment bas,ed on popu- 

City revenue estimators expected the 

lation instead of sales tax revenue which would have put Oakland at a 

severe disadvantage, Oakland stood to lose-$400,000 ~ annually if the 

apportionment rule was changed to a population basis, Fortunately, the 

rule was changed so that half of the revenue would be distributed on 

the basis of population and half on the basis of total sales tax re- 

venue. As a result, Oakland lost only about $100,000 annually. The 

revenue yield was not as stable as officials had expected. Instead, 

City officials had to bargain to restrict their losses. The $100,000 

is a minor symptom of the loss of discretion which the City embraced. 

. .  

Should-the City trust the State? 

. : 

venue 

-The important consideration is not who should be receiving re- 

but which governmen ta 1 j ur 1 s dic t ion should have admini s t ra t ive 

_ _  

control over a particular revenue source. The controlling jurisdiction 

can determine rates and what actual allocations take place to other 

jurisdictions. 

on State or federal fiscal support is that these outsiders w i l l  determine 

- -  
- & .  - 

c _ _ _ _ . .  

The usual argument for city home rule and less reliance 
_ - _ - .  - - - -  - -  - - - -  

- -  _ . _  - - - - - _  _ - .  - 
how a city spends it money, Seldom is it 

determine what funds a city will actually 
r - . -  ”_  - - 

_ _  _ _  - - 

.The State also needs money, City _ -  - .  c... . - - - 
1 

noted that the State can also 

receive. 

officials seem anxious to 

trade control of their o m  revenue sources for the administrative ef- 

iciency of State collection or as a preemptive tactic against ad- 

werse state action, This trade, however, can backfire, and the 
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alcoholic beverage tax is a good example, 

commonly known as a liquor license for the retailing of alcoholic 

beverages, is a State revehuea 

the original license fees, which cost about $6,000 each, The annual 

renewal and transfer fees for this license are a fraction, about 10% 

of the original cost. In the administration of this revenue source, 

This tax, which is more 

The State receives the revenue from 

cities and counties used to receive 90% of all annual renewal fees 

and transfer fees. In the 1967 legislative session the State law was 

amended so that 100% of the transfer fees will go to the State and none 

- . .  

will go to the cities and counties, For Oakland this change represents 

roughly a 25% reduction in revenuer Whereas in 1366/67 the City 

received approximately $400,000 in alcoholic beverage tax funds, it 

willnow receive approximately $300,000 per year. It should also be 

noted that the City's Police Department enforces the liquor laws for 

violation of any State law on licensed premises. 
- .  - 

The State is another site for tax politics. One might think 
. -  
that local franchise taxes could be reserved for City use, but even 

here the State has cut into the fiscal pie. 

khise taxes, the City sells the right for corporations to conduct cer- 

%aria' ac"tivities on- or below City property, Franchise agreements with 
CI. :- utility, railroad, and oil corporations are usually for extended per- 

Through the use of fran- 
- _ -  - - . -  

- .  . .  riL,." : - - - 
aods OF kime-,- ranging from 10 to 50 years and are based on annual 
c;=:=::.-::-- . - - 
charges such- as25-cents per track foot, The largest source of fran- 

chise revenue _ _  comes from utility companies,. Originally, the City taxed 

the Pacific Gas and Electric Company and the Pacific Telephone Company. 
__-_- - 

However, the California Supreme Court ruled that the Telephone Company 

.$tat@ franchise, under the State Public Utilities Code, applies also - .  ~. 
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to the streets of California cities;13 therefore, the Telephone 

Company discontinued annual franchise payments of about $320,000 to 

the City and currently pays only an annual business license of about 

$3,000, The Pacific Gas and Electric Company, however, still pays 

the City a 2% rate on their gross annual receipts, which amounts to 

approximately $340,000 each year, 

Making Money 

Although I grant that government is not busine,ss, sometimes 

City officials act like they were running a businessc They do not 

make a profit but ...w ish they did. In the following sections I will 

show that the City has something to sell, that it loses money by not 

recovering its costs, and that City officials are not, although they 

would like to be, revenue maximizerse 

The City has sorne'thing to sell 
1 

The City puts price tags on many of its services and facilities. 

Taxes do not pay the complete freight of the costs of local governmento 

Charges, licenses, permits, and other fees pick up some of the slack, 

However, there are other sources of making money which are not as well 

known, 

e Revenue is received by the City from the 

Oakland Scavenger Company for their refuse collection contract. Since 

the garbage collected by the Scavenger Company is legably the property 
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of the City, Oakland was paid a small fee and was provided with free 

garbage collection and disposal for City-owned facilities. Recently 

the City Council approved the Scavenger Company's request for a rate 

increase and, at the same time, levied a 5,5% tax on Oakland Scavenger's 

gross revenue. A s  a result the City expects to receive between $250,000 

and $300,000 per year from the Scavenger Company rather than the almost 

$30,000 paid previously, Of course, the taxpayer pays for the revenue 

indirectly, because his costs for garbage removal have been increased. 

Selling money. Interest paid to the City for fiscal year 

1966/67 was $900,000 and it will increase due to the efforts of the 

City Finance Director. Although the increases are small, they illustrate 

two points: (I) the importance of the Finance Director's role in max- 

imizing the revenue return to the City; and ( 2 )  when a city is looking 

for revenue, even the smallest amount will be considered. 

households, the City has the problem of determining how much money to 

Xeave in its checking account, or what is called the "active non-inter- 

est-bearing account,9q and how much money to invest so as to receive the 

Like many 

highest interest rate possible, 

&e &sti$ation of the CltyDs cash flow requirements, 

The decision problem revolves around 

The object is to 

. avoid eaily redemption-of a particular deposit which might result in a 
- -  - - - - - - - - - - - - _ _  - i 6 i s - o ~  in+--re.jtac- _ _  - _ _  I- - - =  

- - - -  
c - -  - _ _  - - _  .P&or to-January -2967, -the City put its money in banks under a 

&r't5,ficake of deposit -ag*eement with the .bank. 

je&d for any one certificate was thirty days, 

before the thirty days, then the City would lose its interest, 

characteristic of certificates of deposit required the City to maintain 

a high cash balance fn its active or checking account. 

The shortest time per- 

If funds were required 

This 

In January 1967, 
- - :  - - _ _ _ _  - -  
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however, at the Finance Director's suggestion, the City Council auth- 

orized him to place available funds in other legal instruments, such 

as U.S. Treasury notes and bills. Such instruments are more flexible 

and they allowed the City to reduce its average cash daily balance 

from about $1,2 million to a daily balance of $255,000. As far as the 

total amount of cash invested, this meant an increase from 94% of the 

funds to 99%. The net increase in revenue for this more flexible 

investment policy resulted in a $50,000 increase per year in total 

interest paid to the City. 

Selling what you do not need and renting what you do, Rental 

and sales of City real estate and equipment accounted for almost a 

half a million dollars in 1966/67e Most of the money comes from selling 

City surplus real property, In addition every year the City holds sev- 

eral bargain day sales where they get rid of unclaimed stolen bicycles, 

los t  and found items, and surplus automobiles, 

$40,000, -The City rents bleachers, utility poles for $1.50 a pole, and 

an expensive-pavement-marking machine for $100 a day, Officials are 

thinking of charging rent to the Oakland Municipal Employees' Credit 

Onion for, the free-space it occupies in the City Hall. 

Each sale yields about 

L 

Wow to.-lose-money by not recovering costs, 

&ildihg, - other license and permit fees and service charges 

illustrate-the dilemma of cost recovery in Oakland, City officials 

pa$ ob&sanc&-*to the norm that the fee should cover and compensate the 

c i t y  €or the extra expense incurred by the regulatory activity or for 

the benefit received from the Service. However, many of Oakland's fees 

do not even begin to approach a recovery of costs, Depending on the 
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fee, the ratio of costs to revenue can range anywhere from two-to-one 

to ten-to-one. There are several explainations for violating the cost 

recovery norm which I w i l l  introduce now and analyze later in Chapter 

Holding costs constant. Building inspection fees include revenue 

received for the issuance o f  permits and inspections for the regulation 

of plumbing, electrical, and various other construction activities. 

These fees are expected to follow the City's cost recovery norm. Sev- 

eral years ago these fees brought in well over $500,000, Now the 

yield.is about $400,000, which covers approximately 60% of the City's 

building inspection costs, The reduction of revenue is partly beyond 

the City's control, since inspection activities and revenues are linked 

to the level of construction within the City. At present there is a 

?lump in construction during which costs remain constant, due to the 

City _. norm of not firing employees, while revenue drops. 

Too many fees to change at the same time, The residual area 

of others license and permit fees involves literally hundreds of minor 

fees which have been established over the years. 

blasting bermits, City Manager permits, and close-out sale permits are 

- .  
Bicycle licenses, 

- 

some of the fees in this revenue areaD 

Teveriiie -&riuai .that lists them, no single City official is aware of all 

of them, This is one revenue area in which the City could exercise a 

great deal of discretion in setting rates and recovering costs, How- 

eiver, officials have limited resources; so they can only review a few 

Since the City does not have a 
_. - - - - - - . - - . - - . - - - . 

=...I' ;--- c - .  _ - - _ . -  

. . .  . - .  - ,  . . ~_ .__ ; - I  - -  - - -  
i _ _ _ _  - _  .. - -  - .~ 

.~ . .  
. .  ~. - - - -  

- .  

fees at one time, 
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Habit and inertia, Fees are established and become part of an 

Charges continue to operating routine where they are seldom reviewed. 

be collected as a matter of habit. For example, the taxi and ambulance 

driver permits, which allow a person to drive a taxi or ambulance with- 

in the City, are administered by the Police Department. In 1938 a fee 

of $1 was established. 

imately $8,50 to process an applicant for this permit, 

A recent review disclosed that it cost approx- 

Conflict of objectives, The conflict between regulation and 

cost recovery is well illustrated by the case of animal licenses and 

fees. 

$120,000. 'Why is there over a two-to-one difference between revenue 

and costs? 

of its public health function, 

$4, 

half, 

Revenue is $53,000 and costs of the animal control function is 

The City operates an animal control section as an exercise 

The current annual dog license fee is 

The number of licenses sold since 1957 has decreased by aldost 

City officials estimate that Oakland's dog population totals 

somewhere between 35,000 and 40,000, and 75% to 80% of these dogs are 
_ .  - 

not licensed, 

because they illustrate the dilemma the City faces in exercising regu- 

These facts should not be interpreted as mere trivia 
_ -  r - -  _ _  _ _  

-c: \ _ _  . - - - -  

- latory _ _ _  functions, .- The City lacks the staff to police this activity and 
- _ _  ._ 

- 8  

to discourage people from violating the law, The decline in license 
5 : -  : :-- _ - - .  - - . - 
sales can also be attributed to a stiffening of health laws which re- -_  - - -  
quire thepwner to pay for a valid rabies certificate in order to license 

- -  .- - .- - 
dog, Duripg the period of decline a leash law also went into effect, 

_ .  - - -  - .  - _  
- -  Both o f -  these regulations, plus the lack of enforcement, tend to dis- 

courage people from licensing their dogs; the cost, particularly for 
c _ _ I  - _ _  _ _ _  

poor people, is prohibitive, The more stringent the regulations are, 

the more they discourage compliance, 
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r .  

The City has to maintain an animal control shelter even if 

people do not license their dogs, Raising the fee to recover costs 

would only punish the minority who obey the law and would reinforce 

the trend not to license. Since the City is reluctant t o  make the 

investment f o r  enforcement of animal control, City officials have a 

voluntary program which relies on the citizenship of the individual. 

When regulations get onerous, the citizen finds it easier not  to 

comply; thus revenue goes down and the City pays for the regulatory 

activity from general funds such as the property tax. City costs con- 

tinue regardless of the amount of revenue receipts. 

Those who benefit do not pay enough, Service charges also carry 

t.be expectation that the City should recover its costs, 

if an individual benefits from a specific service, he should pay the 

Theoretically, 

costs of that serviceo The problem with the City's administration 

of charges, however, is that the norm becomes more a matter of rhetoric 

than practice. 

costs (around $450,000) for issuing publications, recording legal in- 

For example, the City recovers less than half of its 

skrumentsb zoning variances, map reviews, building condition reports, 

&creation and Museum craft programs, library fees, and charges made 

tb Alameda County for prisoner maintenance. 

&I$ tippingfi where the City paints red no-parking areas adjacent to 

@5v%te-ariveways- f o r  the citizen's convenience; this activity costs 

W%e as kuC3-i as- the City recovers in revenues, 

Another example is "drive- 

Similarly, the charge for 

&e'Knainteraance of a taxicab zone, which is supposed to cover painting 

the curb and installing the signs, is half of the City's costs. Years 

ago, when contractors and workmen had t o  park their vehicles on a j ob  

wher4 there were meters, the Police Department issued free bags t o  
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cover the meter, 

but their charge accounts for only half of the lost meter revenue. 

Now the Police Department charges for these bags, 

Confusion and conflict-business licenses 

Business licenses yield almost a million dollars a year to the 

City. 

license revenue, 

Oakland even though they need the revenue. 

However, I believe that the City is not maximizing business 

City officials do not want to discourage business ia, 

Businesses are charged but 

can bargain for adjustments in rates and choice of the measure of tax 

liability, 

City ten percent of the collected revenue for administration and which 

officials are reluctant to revise completely. 

%hanged its business license ordinance was in 1957, 

time, -rate schedules had been in effect for periods ranging from ten 

'tb thirty years. 

%he same time, City officials make marginal changes and avoid conflict. 

The net result is a hodgepodge ordinance which costs the 

The last time Oakland 

Prior to that 

Rather than taking on all the diverse businesses at 

' To confuse matters, City officials do not agree on several 

important issues: what is the purpose of the license; who should pay; 

&d, what should be the basis of the charge or the measure of tax 

'liability', 
- -  - -  

Purpose, regulation or revenue? Originally, municipalities 
s i -  : - - 
used - -  licenses - as an extension of their police power for the protection 

of.public health,-safety and morals, 

- _  to recover - the costs of regulation. However, as years passed, the 

business license became a revenue rather than a regulatory device. 

-- _ - -  

The charge as such was designed 
~- - - - - -  _ . . . _ _ _ -  - 

- -  

Currently in Oakland, a particular business may require a permit in 

addition to a business licensep For example, garages and auto repafr 
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shops, miniature golf courses, service stations, and skating rinks 

are charged for both a permit and a business license. These permits 

are supposed to be for regulation, but in fact they are just another 

r'evenue device, It is likely that if the City reviewed this area, they 

would find that some business licenses are being collected €or regu- 

latory purposes and permits are being collected for revenue purposes. 

The only clear operational distinction between a permit and a license 

is that the permit is issued once, and the license has to be renewed 

annual 1 yo 

Should all businesses have to pay? Not all businesses have 

to pay the license fee. City officials gradually extend the coverage 

qf the li-cense. 

fpr 4000 veteran businessmen. 

In 1957, the City cancelled exemption from the license 

They also extended the provisions of the 

qrdhance to include some amusement vending machines. Today the City 

5-s contemplating extending the license to cigarette and candy vending 

machines s 

How they pay, Describing the present measures of tax liability 
_ -  

is 'no easy -task because in many cases they have been tailored to the 

particula; kind of businessB 
I 

~ - 
Generally one can discern four main cate- 

gories: w$olesale and retail, professional and semi-professional, 

epgFtments-and_hotels, and manufacturing, These categories differ by 

ppeasureLor.rates For example, the business license for apartments, 

- - -  _ _  

1 

.hote ls  aud - -  motels is a flat rate of 80 cents per room while the whole- 

sqle-retail category is based on the number of employees, $20 for the 

first person aPld %hen 8 declining graduated schedule up to over 100 

ersons a t  $le50 each, 
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i !  

How should they pay? Within the Budget and Finance Department, 

which is responsi.ble f o r  making recommendations as to what the rate 

base should be, there has been some disagreement. One analyst has in- 

.sisted that net income would be the most equitable way of chargi-ng for. 

business licensess Current rates are mainly based on the number of em- 

ployees, which is not likely to be eq~itab1e.l~ Equity is difficult to 

determine because the relationship of profit to the number of employees 

is not clearp However, the City Finance Director has felt that a net 

.income basis would not be feasible because of the unavailability of 

State income tax records and the difficulty which would be involved in 

- 

administration. The Finance Director would prefer to use a gross re- 

ceipts basisB He feels that the business license fee should be related 

'to the extent of profit that a business can achieve by operating in 
. .  

Bakland, 

Tirms grouped by similar profit marginso 

The Director would like to have a gross receipts tax with 

He recognizes that a "turn- 
. . -  -. over type tax9' might result in pyramiding and double taxation, but a 

-2'Fercent gross receipts tax, which might yield $10 million, is an ..__ 

attractive prospect, However, such a change would be a radical depar- - 

* .tur-e from present procedures., Instead, the Finance Director has sug- - _  _. - 

gested changing the definition of the number of employees from 91averageff 

$9- 9?greatestf?, which would slightly increase the business license yield. 

- _  - 

. - -  - 
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Let' s Pretend 

One of the frustrating but fascinating aspects of studying 

revenue is that appearances are deceptive. Fiscal reality is such that: 

actors cannot always do what they claim to do; norms are established 

and have to be ignored; and words do not mean what they usually meana 

Local revenue is a world of pretense and make-believe behavior,e 

Let*s pretend that reimbursements are not revenue 
. .  

- I define revenue as any financial resource that flows into the 

City over which the City has some expenditure control. 

ceives money called reimbursements, which it excludes from the budget. 

and does not consider to be revenueo 

imbursed for services which the City provided for outside agencies, 

such as the State of California, Alameda County, the Rapid Transit 

The City re- 

- -  
Last year about $800,000 was re- 

- -  

District, the Redevelopment Agency, the Port of Oakland, or even for 
- .  

6rivate utilities and individuals, 
- . _ - -  - . ~  

- .  - - . ., Service charge or reimbursement? Does a reimbursement for a 

service constitute payment of a service charge, or is it, in accounting 

parlance, -a non-revenue receipt? 

and reimbursements is murky. Formally, a reimbursement applies to City 

activity that is beyond the usual scope of City functions. This bit of 

speciousness means essentially that it is possible to define when a 

specific service is within the scope of City functions. Many of these 

reimbursed services have standard rates and procedures indicating that 

- -  

L - -  - - r  

The distinction between service charges _ _  - .  - _  - 

for all practical purposes there is no diZference between a service 

i 



46 

charge and a reimbursement. 

or the service, or the methods of charging, then there is not much reason 

to maintain the distinction. 

And if there is no difference in the clients, 

Routine reimbursements. The distinction between service charges 

knd reimbursements may at times be only a matter of the Auditor-Con- 

troller's interpretation, 

a precedent is established. To take a minor example, the City of Oakland 

conducts elections for the Board of Education, the Peralta Junior College 

Once a revenue is put in one pocket or another, 

Bistrict, and the Port of Oakland as a service to these agencies and 

to avoid duplicating elections. Oakland computes the total cost of 

running the election and then receives reimbursements on the basis of the 

number of offices reserved on the ballot. 

ting municipal election held in April 1965, Peralta Junior College 

accounted- for three of the sixteen offices on the ballot. 

_ .  

For instance, in the nomina- 

Therefore, 

Peralta paid the City three-sixteenths of the total cost of that 

e 1 ec t i on . 
. . -  

\ 

Let's pretend that taxes are not taxes 

L - -  - -  

- -- 
- One of the great arts of the tax game is to design revenue .._ - _  

sources - _ _  - -__ . so - that-people . will not know that they are paying taxes. 

Taxes-should not be seen nor felt, only paid. 

school - - _  - of thought, which I believe to be in the minority, that claims 

ghat - -  - -  taxes should be visible and that the taxpayer should know he is 

There is a contrary 

aying. However, the revenue behavior of Oakland officials is consistent 

with the hide-the-tax rule, Furthermore, the State helps in this en- 

deavor by establishing fines and setting procedures for some in lieu 

taxes 
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Fines, or making a contribution to the City and not knowing. 

The Municipal Courts of Alameda County are a source of revenue to the 

City of Oakland. Court fines are collected when bail is forfeited or 

for a fine relating to vehicle code violations or to misdemeanor arrests 

for non-vehicle code violations, The yield from this revenue source 

has steadily increased over the years. In 1962/63  it was $1.5 million 

and by 1966/67 it was $2.1 million, Of the $2.1 million total, approxi- 

mately half a million dollars came from fines and forfeitures for non- 

vehicle code violations, while the rest came, from vehicle code viola- 

tions. 

general fund while the vehicle code fines, by State law, are deposited 

The non-vehicle code Court fines become part of the City’s 

by the City into a special earmarked fund called the Traffic Safety 

Fund 

If you must get a ticket, then let Oakland give it to you, The 

City has no discretion over what these fines will be or what revenue it 

will receive, The maximum and minimum penalties are set by various 

State legal codes, and the Alameda Municipal judges determine the fine 

and bail schedules within these limits, 

cretion is related to who actually does the arresting. 

The only possible area of dis- 

For-example, if 

an Oakland police officer writes the citation for a vehicle’Gode viola- 

tion, then the resulting fine money is split with 22% going to the 

County and 787, going to the City. 

.;a 1 :,. a :.- 
d 

On the other hand, if the individual 

is cited QX arrested by State officers within the City, the City only 

gets 50% of the money and the rest goes into a special County road 
P 

8 

improvement fund, 

. :, 
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Pa la tab le  payments, o r  i n  l i e u  taxesa The normal procedures 

The for the property t ax  do not  apply t o  c e r t a i n  kinds of property, 

taxes paid on these kinds of property a r e  usual ly  ca l led  i n  l i e u  taxes 

because they a r e  paid ins tead  of the locally-assessed property tax. 

For example, Motor Vehicle l i cense  f ees  provide the City with i n  l i e u  

taxes amounting t o  $2.4 mil l ion  without the pain of co l l ec t ion  o r  tax- 

payer r e s i s t ance ,  

complicated, most Oakland c i t i z e n s  probably do not  r e a l i z e  t h a t  t h e i r  

Because apportionment and co l l ec t ion  procedures a r e  

motor vehic le  l i cense  f e e  includes a 2% i n  l i e u  tax,  based on the mar- 

k e t  value of the vehic le ,  p a r t  of which goes t o  the City,  Apportion- 

ment f o r  the Motor Vehicle l i cense  f e e  i s  based on county population 

wi th in  the S ta te .  Each county keeps 50% of the money it  receives  and 

the r e s t  i s  r ed i s t r ibu ted  t o  i t s  c i t i e s  on the bas i s  of t h e i r  popula- 

t ions,  Oakland's per cap i t a  amount f o r  1967/68 was $6,8O, 

How t o  pay l e s s  tax  and make it  seem l i k e  more. Another fea ture  

of i n  l i e u  taxes i s  t h a t  i n  l i e u  o f t en  does not  mean * i n s t e a d \ .  The 

term i s  misleading because the City does not  receive a s  much revenue a s  

i t  would i f  the property were subjec t  t o  the usual r e a l  property pro- 
dl 

cedures, Consider the i n  l i e u  tax  on p r iva t e  a i r c r a f t .  This t ax  i s  

levied loca l ly  by the County assessor  a t  a r a t e  of 1.5% of market value,  

and the co l lec ted  taxes a r e  d i s t r i b u t e d  evenly between the City,  the 

County and the School D i s t r i c t ,  
B 

I f  a i r c r a f t  were t rea ted  as r e a l  

property,  the property would be assessed a s  a percent of market value 

and then a t ax  r a t e  for  each j u r i s d i c t i o n  would be applied. Recently 

the i n  l i e u  procedure, applied t o  365 pr iva t e  a i r c r a f t  (worth about 

$8 mi l l i on ) ,  yielded the City approximately $35,000, The City would 

have received about twice t h i s  amount i f  the r e a l  property procedures 
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Letts pretend that earmarked funds are not earmarked 
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A primary characteristic of an earmarked fund is that the money 

is set aside for a special useo The primary reaction to such funds 

by City officials is to broaden the use of the money. By using parti- 

cular funds for general purposess City officials are able to reduce the 

impact on their general fund and keep their property tax rate stable. 

The California Penal Code, for example, specifies items which can be" 

expended out of the "fine" revenue that is in the Traffic Safety Fund. 

City officials then attempt to cover general - .  fund traffic safety ex- 

penditures, such as traffic control devices, with money from this 

special fund. - -  

The City also establishes its own earmarked funds, usually as 

a means to justify a new tax, 

service charge to be collected from users of the sanitary sewer system 

A few years ago the City adopted a 
- -  

- .  . . . .  . 

and to be used- f o r  the rgplacement of sakitasy. sewers. 

officials have extended the use of the Sewer Sexvice Charge Fund to 

cover not just replacement but maintenance, billing and collection 

CQS~S, and other- City overhead expenditures. 

of this charge is hresented in'Chapter Y e 

I w i l l  discuss the-Transient Occupancy Tax- Fund, established by the 

City, and several gas tax-funds required by State law. 

Gradually 

- .  . - .  - . - . . . - . . - . - . . 

. . .  .- - 
. - - . . . - . . . . - 

A detailed case history 

In the foilo,kng paragraphs 
- ~ - .  - - - . -  - - - _ .  - - _ - .  

- -  

- .  . _  . - ~.~ -. - . - . . . - - - . _ _ _  . _ .  . _ .  . ~ 

..-. - _  _._.. -....-- I - .  .. : 
. .  . .  . _ . -  . .  t-.. . - - . ... . 

- -  - - _  . - _ - - - -  - -  - . -  . . 
~ 

- - . - . - . . . - . .  _ _ . .  . _ _  . .  . 

Tax the transients and beat the State. This short history of 

the Transient Occupancy Tax Fund will reveal that the Fund, for a l l  

practical purposes9 is no Longer an earmarked fund, Both the special 

w e  of the money and the special interests that were involved have dis- 
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appeared. When the transient occupancy tax was instituted in 1965, 

it imposed a 4% charge on hotel and motel accommodations rented for 

periods of less than thirty days, 

had urged-its adoption in order to avoid State preemption of the tax. 

The tactic was that if the State Levied a similar tax after many cities 

had adopted it, the cities would then have to be given part of the 

The League of Californiz Cities 

. -  

Oakland 

purpose 

\ 

Support by cooptation and special purpose. On the home front, 

officials got support for the tax by stressing the special 

for the funds and by including their opponents, the hotel and 

revenue , 

motel owners, in the decision process. The tax was passed and justified 
. - . - - . - . -  . 

--because of the specific requirement to encourage tourism and convention 
- .  

promotion €or the City and not as a general revenue device. Since it 

was a tax which directly affected hotel and motel interests, a special 

Transient Occupancy Tax Committee was established to make recommends- 

tions €or the allocation of these funds, 

this Committee included two members from the Eastbay Hotel Association, 

two from the Motel Association, two from the Chamber of Commerce, two 

from the City Council, and one from the City Manager?s office. 

theory, this committee was to make recommendations as t o  how the money 

. . .  
r -  . . - .. 

- _ .  
- .  . 

The original membership of 
-. - 

. . .  

. .  - .  _ -  - - I - - . . . . 

. . .  -. . c:-. 5 1  :.-. . :  . . 

In 
~ - ~ - -  - _  - - - - - - . - . - . 

- -  - - -  - . ._ - - -  . . - -  

should be spent and these recommendations would then 
. .  

_ .  . - . . .  . -. - - - - -  - - L - - - .  - 
the City Council. 

$200,000 for general purposes, Historically 
-. - .- - 

be endorsed by 

this fund, like 

other eaymarked funds, operated to broaden the original use of these - 
monies and to provide some offset or alleviation to the general fund. 

As the fund was administered, there was an emphasis on using the money 
* 
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to cover costs that were being paid 01.12 of the general fund. City 

officials attempted to use the fund for entertainment and advertising 

activities and became involved in a set of legal entanglements. The 

City Auditor claimed that. a Charter restriction on entertainment and 

advertising appropriations applied to the Transient Occupancy Tax 

Fund. 

from the restriction, 

The Charter was amended by the voters, which freed the fund 

City officials continued to broaden the appli- 

cation of these monies so that practically any general fund expense for 

tourism, visitors, entertainment, and advertising could be paid out 

of the Transient Occupancy Tax Fund. 

penses for community improvement activities, such as suppoct of the 

Chamber of Commerce, the Oakland Symphony, and Columbus Day, Fourth of 

In the 1968/69 budget, all ex- 

July, and special celebrations have been transferred from the general 

fund to the Transient Occupancy Tax Fund, 

The .. Transient Occupancy Tax Committee has also 'disappeared. . - .  

Originally _ _  the City gave the hotel and motel people representation on 

the Committee to gain their concurrence for the tax. 

decisions and rate increases are made by City officials with some 

Now allocation 

advice-from-the _ _ .  . Chamber of Commerce; but no direct consultation with 
I 

hotel - or-motel - - . -  operators takes places 

- -  E . - .  - - _  1 
A iure-for unemployment: State gas tax funds. The State gasoline 

. *  - _  
c . 1  i-.. - _. _ _ .  
taxes are another example of the operation of earmarked funds. Although 

the average . _  citizen may worry about control of city government by the 
- -  

State, ._ - - control is not an adequate word to ,describe the bizarre set of 

arrangements that result from the establishment of such funds, It is 

not a simple matter to say t o  a citys gvYou w i l l  spend this money in 

only this way.pp Probllerni of definition and legality are widespread 
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when earmarking takes placea 

than lobby for  funds from the 

important educational se rv ice  

they can spend e x i s t i n g  S ta t e  

. .  

The League of Cal i forn ia  C i t i e s  does more 

S ta t e  Legis la ture;  i t  a l s o  .provides an 

by informing c i t i e s  as  t o  what and how 

donations, . 15 

A grea t  deal  of a c t i v i t y  i n  pas t  years  has been devoted t o  

t ry ing  t o  "beat the system" lega l ly .  The a r t  of c i t y  adminis t ra t ion 

of earmarked funds l i e s  i n  avoidance of the cons t ra in ts  imposed by the 

a u t h o r i t i e s  who o r i g i n a l l y  es tab l i shed  the fund. The idea i s  t o  spend 

the money on what you want t o  spend i t  on without losing any i n  the 

processo This ob jec t ive  requi res  a small army of c le rks  t o  s h i f t  

funds from one pocket t o  another,  

- -  
Whose s t r e e t  will. be f ixed?  Cal i fornians pay a tax  of seven -- I__- 

cents  per gal lon of gasol ine of which the S ta t e  keeps four cents  fo r  

S t a t e  highway construct ion;  the r e s t  i s  s en t  to  the c i t i e s  and counties.  

Pa r t  of t h i s  revenue which the City receives  i s  usual ly  termed the "old 

gas  taxt ta  This t a x  has a more formal l ega l  descr ipt ion,  but I w i l l  

u s e  the  City Hall  namec 

mil-iibn. 

trold-gas 'tax"- r ece ip t s  must be used f o r  construct ion of the "Select  

System bf S t r e e t s , "  

and approyed by _the S ta t e ,  

major C_i_t_y ;s t rFets  which serve a s  a r t e r i e s  fo r  t r a f f i c  coming from 

ou-ts ide-ci ty  L i m i t s ,  a s  well a s  €or loca l  t r a f f i c ,  a r e  included i n  the 

1,ist of Se lec t  S t r e e t s ,  

In  1966/67 the "old gas tax" brought i n  $1.7 

S t a t e  law provides t h a t  a t  l e a s t  f o r t y  percent of the Ci ty ' s  

: .  
These s t r e e t s  a r e  determined by the City Council 

What t h i s  means i n  p rac t i ce  i s  t h a t  the . - _  -- --- 

- - - - . _  _ _  

The other  s i x t y  percent of "old gas tax" - .  _ .  

funds may be used for  maintenance or, with the approval of the S t a t e  

Department of Public Works, f o r  construct ion purposes, What cons t i t u t e s  

~ ~ ~ ~ ~ ~ ~ n c ~ ~  . .  ~ a n s t r u c t f o n ,  or (3 Select S t r e e t  i s  subjec t  t o  negot ia t ion  
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and is defined by administrative fiat and practice. 

No money to match. Another source of revenue is the "new 

gas tax" established in 1963 that allows 1.04 cents per gallon to be 

apportioned directly to cities and counties for street construction 

purposeso In fiscal year l966/67 "new gas tax" funds amounted to 

$1.5 million, 

the City to match the grant with its own money. 

eliminated in 1967. 

When the "new gas tax" fund was established, it required 

This requirement was 

Recent elimination of matching requirements for 

the "new gas tax" not only saves the cities from having to find addi- 

tional revenue to use 2br the matching, but also alleviates an admini- 

strative headache, Until then there had been considerable concern 

that t,he City would be unable to find enough money to match on a dollar- 

:to- do 1 1 ar bas i s * 

The County to the rescue. The City's final source of gas tax 
a -  ~- 

revenue is known as the Alameda County Street Aid Fund. 

the mayors of Alameda County cities have had an agreement with the 

Alameda County Board of Supervisors to share a portion of the County's 

Since 1955 
- .  

- -  . - . _  

gas tax funds for city street construction. Funds are to be used for 
! - - _  

streets that have more thanJoca1 importance, The agreement between - -  c - .  - - _  - _ _  . - -  _ _  
the mayors and the County has been renewed every five years and is 

baped on the recognition that, although the cities may receive more 

gas tax funds in absolute figures, it is the cities which suffer the 

- .  - . .  - - _  _ ^ _ .  - .  c.._ c. _ _  - - .  . .  

- .  = - . ~ -  . r-:-:: ...- _ _ _  _ .  - - - -- 
. .  . - _ _  - _ .  c . . - - . . . . - u--:- _ -  _ _  . 

,greatest deficiencies in the Select Street System. It is a lso  recog- - .  . . , .  - . . . _  . .  ~ . - _ .  . _ _  
nized that the cities have used a greater percentage of their own 

local sources of financing for street-related expenditures than have 

the counties, Revenue from this source was around $800,000 f o r  fiscal - . - .  
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year 1966/67, 

like Alameda County, where the total city street mileage accounts €or 

78 percent of the total County streets and highways. 

This type of agreement is typical for urban counti.es, 

The money is not where the need is. The fact that the County 

.gives away some of its revenue is an indication that the State alloca- 

tion of gas tax revenue is not satisfactory. In addition, there are 

inequities in present apportionnent procedures, which are based on 

population. Current distribution rates for Oakland are over $3.00 

per capita. The apportionment procedure tends to favor the city with 

a rapidly expanding population. 

with a set of deteriorated streets and a stable population, the appor- 

In Oakland's case, that of an old city 

tionment procedures are to the City's disadvantage. 

being placed where the need is, 

The money is not 

This is a good illustration of the - - -  

fact that it is not always true that resorting to higher-level govern- 

ment all-ocations of funds necessarily distributes them in a more ra- 

tional manner. 

, 
- _ -  - Robbing Peter to pay Paul. The administration of gas tax funds 

sometimes resembled a trip to Byzantium, 

beadache was to find matching funds. Not any City expenditure on 

streets did qualify for matching. The State wanted the City to spend 

aon-gas tax revenue on the Select System of Streets and for only cer- 

tain street improvements; for example, expenditure for sidewalks did 

not qualify for matching, 

The typical administrative 

- -  - 

-. . 

L - -  

- -  - 
In the past the City would use expenditures - -  . -  

trc@-its - Traffic Safety Fund for its matching requirements because 

this fund is derived from non-gas tax revenues. However, one year a 

significant part of the Traffic Safety Fund was scheduled to be used 
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for construction projects which would not qualify as matching expen- 

di tures , 

The Superintendent of Streets had a way out of the City's 

dilemma which would allow the City to construct what it wanted to and 

still not lose any State funds, 

the County Board of Supervisors to agree to a simple accounting substi- 

His ingenious suggestion was to get 

tution of funds, First, the County would be asked to approve the use 

of Alameda County Street Aid Funds to help finance some freeway con- 

struction, Second, the County would agree to the City transferring 

funds from the City's Traffic Safety Fund to finance the same freeway 

construction, Thus the Alameda County Street Aid Funds, which were 

made available by the transfer, could be used for the originally sched- 

uled non-eligible construction projects. 

machinations would be that the County would get some Select System 

Street work accomplished which it wanted, and at the same time the 

The net result of these 

City would be able to show that they had the necessary matching ex- 

penditures, By the marvels of accounting the City could meet all 

State qualifications for matching, The eligible construction projects - _ -  - 
puJd be aligned with the eligible funds. - - _ _ - _ _ _  - 

Let's- pretend that grants are not real money, - -  

- - _  - I have been discussing recurring revenues which have a fairly .--- - - _  -- - - - - 
stable-impact on the City. 

it is unpredictable, involving one-time projects without sufficient 

SontinuJty for the City to rely oil this revenue source. 

The area'of grants is an important one, but 
c - -  - - _  

- - -  

- - -  - -  _ - _ _ _ _  

Cities are not expected to rely on grants to pay for their 

usual functions, Grant systems are established to take care of 
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'extras ; grant programs are deliberately designed to prevent reci- 

pient cities from relieving their own tax burdens. Unfortunately, 

cities like Oakland need fiscal aid for the traditional functions of 

local government as well as money to deal with pressing social and 

economic problems, Oakland officials search elsewhere to relieve their 

revenue constraint, 

Most grants are not in the City budget. Currently $95 million 

of federal funds comes into Oakland, and only a relatively small part 

of these funds is included within the City budget for usual City func- 

tion~.'~ To get some perspective on the impact of federal and other 

agency funds, one only has to consider that the City budget for  Oakland 

for - -  . 1968/69 . was $56.7 million. As an example of funds excluded from 

the . . . - City - . - . - . budget, a little over $8 million for fiscal 1967/68 will be 

eoming to the City for urban renewal, 

diction - of the City of Oakland's Redevelopment Agency, which is a 

Such funds are under the juris- 

separate - -  agency created by the City Council to administer the federal 

urban renewal programs within the City. - _  . -  

- -  
> .  

Some'grants are in the City budget. Some grants, such as the 

Urban Planning Grant from the U,S, Department of Housing and Urban 

DevGiopment;-under Section 701 of the Housing Act of 1954, do go dii 

rectly to City officials, 

City in 1966167; 

approxhately $1,5 million. 

an extensive City-wide planning study which will attempt to develop a 

comprehensive plan to deal with all the physical and social problems 

_ _  - _ -  

-.-_ - 
This act provided around $600,000 to the 

_ -  . .  
:::I. - 

It is expected that the total planning grant will be 

The planning grant is designed to support 
. .  _ -  . - .  - 

~ ~ - -  - _ -  - . - 

o f  the Cityo The grant is, however, for a one-time planning project. 
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From a variety of local, State and federal agencies there are a miscel- 

laneous set of grants amounting to about $400,000 per year which sup- 

port City activities. These include repayments on the Hall of Justice 

by the County, State grants for training police officers, and federal 

funds for civil defense and a library demonstration project. Within 

the total for grants, the detail will vary from year to year as to what 

the money is being spent for and who is actually the contributor. 

Let's pretend that taxes are just 
- -  

Equity is an elusive goal which local taxation will never reach. 

At the local level fiscal cynicism supplants fiscal justice. 

tion is seldom who should pay but rather who will pay. 

The ques- 

Local officials 

emphasize yields and leave the problem of income distribution to the 

federal Government. 
- -  

- .  - Not everybody pays. The property tax is inequitable because 

not everybody pays. Certainly it is legitimate to have welfare exemg- 

tions, but sometimes reductions in the tax base can be excessive, 

During past years property has been excluded from assessment due to 

exemptions welfare considerations and illegal or underassessment 
I - _  ! 

practices, 

be due to the City because of past underassessment, 

throughout California, exemptions from property tax such as those f o r  

veterans, churches, homes €or the aged, hospitals, schools and ceme- 

teries resulied in about a 5% reduction in assessed value. 

exemptions reduce its assessed valuation by $35 million, 

.- 
-. - - 

- -  
Oakland budget officials estimate that over $300,000 w i l l  

i= :- - -  
In Oakland and 

~ _ -  - - _  - - _  _ -  - - -  

. _  _ _ _ - - _ - .  - 

- . -  _ _ - _ -  - - -  
Oakland's 

~ _ _ _  - _  ~ - c = - =  
In other 

words, the City tvloses99 over a million dollars of tax revenue annually 

because of exemptions, If, for example, the 17,000 veterans in Oak- 
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land had t o  give up the  exemption on t h e i r  $14 mi l l i on  worth of property,  

the  C i ty  would ga in  over $400,000 and i t s  t a x  r a t e  could be reduced by 

about s ix  cents. 

Some l ease  and pay less. Reduction i n  assessment i s  a l s o  due 

t o  the f a c t  t h a t  some publ ic  property,  p a r t i c u l a r l y  t h a t  cont ro l led  

by the  Por t  of Oakland, i s  leased t o  owners and i s  appraised only f o r  

the  occupant's Possessory i n t e r e s t  i n  thq property. The appra i sa l  of 

.possessory i n t e r e s t  i s  made by an es t imat ion  based on use and no t  on 

the  value of the property i t s e l f ,  The Por t  uses  such l eases  f o r  ware- 

.houses and o f f i c e  bui ldings t o  a t t r a c t  business. These possessory in-  

Lt-eres-ts .had been assessed a t  14% of value,  but with the new assess -  

ment procedures the r a t i o  w i l l  be increased,  I-Iowever, there  s t i l l  

rirernains the  d i f f e rence  between the value of use under a possessory 

i n t e r e s t  b a s i s  and the  a c t u a l  appra i sa l  of the property i f  i t  were 

owned rg the r  than leased. 
. -  

City  o f f i c i a l s  would l i k e  t o  have a study 
. . -  
of possessory i n t e r e s t  p rac t i ces  of the  Por t  because the City be l ieves  
- .  
t h a t  revenue could be increased i f  t he  Por t  would s e l l  property r a t h e r  

than ' lease it. 

government s cost .  

. .  - -  - 
Unfortunately,  one government's b e n e f i t  i s  another 

- -  - 

L, - .  _ _ _  - rUnequaTI, treatment of equals. The property t a x  i s  inequi tab le  

*-a.use old: people have d i f f e r e n t  burdens. Old people who l i v e  i n  t h e i r  

vsm-homes must pay property tax,  bu t  those who l i v e  i n  o ld  age homes 

$0 n o t - s h a r e  a s imi l a r  burden. Not only a r e  the  aged t r ea t ed  unequally 

because of the  exemption f o r  o l d  age homes, but  r i c h  o ld  people can 

escape property taxes by l i v i n g  i n  "luxury" old age homes. Oakland has 

e l e v e n  o l d  age homes, and severa l  new homes a r e  cu r ren t ly  under con- 
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struction. Some of these, like Lake Park (California-Nevada Methodist 

Homes), satisfy a California legislative committee criterion for a home 

that lfcould be strongly suspected of opulence. ' 1  17 

Which tax is s.egressive? A regressive tax is one where the 

burden of the tax decreases as one's ability to pay increases. 

property tax is inequitable because it is regressive, 

for the State concluded, '?the relative burden of the property tax on 

The 

A recent study 

income tends to drop substantially as income increascs."l8 For the 

secovd important source of Oakland's revenue, the sales tax, the 

evidence indicates that, with different measures of ability to pay, 

the California sales tax is roughly proportional. However, in Chap- 

ger VII, I will show that some leaders consider the sales tax to be 
_.  

regressive while businessmen and other leaders, to some extent, deny 

this. 

one analyst says, "this regressivity may be more apparent than real 

in the case of California's type of sales tax.tr19 

Because of major exemptions of food and prescription drugs, 

So the property 

%ax remains the necessary evil of local finance, perhaps mitigated 

hy the=benefits receivede One student describes the property tax: 

- .  

- -  

I -  --This tax is shown to have many faults. It cannot be defended 
on the grounds of the ability-to-pay principle, and its use can 
only partially be justified on the basis of benefits received 
by $he tax payers. Its regressivity is acknowledged; its inci- 
dence is often uncertain; its failure to contribute to economic 

- - . =  stability is recognized; and its administration results in fre- 

C'Y -- r - 2 :  - - - /  

..= - - .  
quent and serious injustices, 20 



Summary 

Oakland is an impoverished City whose revenue resources do not 

match its expenditure requirements. 

property tax for new funds because they believe it has reached a limit. 

Therefore, they are looking for new sources of revenue which will 

probably be adequate for maintaining the existing organfzation but not 

Officials no longer rely on the 

for meeting the growing social and economic problems which the City 

'faces, 

In my description of the numerous sources which comprise 

Oakland's revenue structure, we have seen that the City has a circum- 

scribed capacity to raise revenue. The City's area of financial dis- 

cretion continues to narrow because the City is the willing fiscal 

creature of the State, Federal fiscal first aid does not help be- 

cause City officials are restricted from using grants for traditional 

h n c  t ions e 

City officials cannot always properly manage their o m  resources. 

They violate their own cost recovery norma 

imize revenue, they are not always successfula 

associated kith local taxation is characterized by pretense: taxes 

When they attempt to max- 

Much of the behavior 

have 50- be designed to be palatable, not equitable. 
c- - 
b 1- _ _  - Having outlined Oakland's revenue sources, in the next chapter 

I wi&d&cribe the key official participants in the revenue process. 
- -  - -  

- _  
. . -  51s - 

- - - -  

. 
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Footnotes 

_ .  

Population and other demographic data were taken from City of 
Oakland, Application for Planning Grant Model Cities Program, 
April .3, 1967, pp. 1-3 and pp. 26-37. 

See Malcolm M. Davisson, Financing Local Governments in the San 
Francisco Bay Area (Berkeley: Institute of Governmental Studies, 
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CHAPTER 111 

CITY OFFICIALS AND OAKLAND FINANCE 

City officials respond differently to Oakland's revenue con- 

The Clty Manager is very concerned about the lack of money straint, 

and expends great effort getting City officials and citizens to be 

equnl-ly concernede Making the revenue crisis salient and finding new 

sources of revenue are major components of his missionary role. 

administrative belief system, with its emphasis on efficiency, and the 

His 
_ -  

professional city-manager norm that a low property tax rate is an index 

of efficiency are crucial behavioral determinants.' The City Council 
. .  

and the Mayor have been adequately socialized by the Manager. 

Council'wants to lower the property tax rate. 

The 

Councilmen defend the 

tax base, view the taxpayers as their constituents, and have a business 

orientation. Like the Manager, they value efficiency. City Depart- 

ment supervisory officials are aware of the revenue constraint but do 

not do much to alleviate it. 

facilities to the public, and these service objectives conflict with 

attempts at revenue maximization. 

revenue when the charging of fees would interfere with the main pur- 

- -  

- .  

* 

Most Departments provide services or 
i 

Department heads cannot bring in 

poses of the organization, such as regulation of health and safety 

or the provision of recreational services. Within the context of con- 

flicting objectives, a few Department officials attempt to make a 

profit while others ignore revenue considerations, 

is self-supporting, 

No City Department 
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In the following discussion, I will consider each of these 

in turn, Manager, Council, and Departments. Administrative Departments 

Like the Budget and Finance Department are extensions of the Manager 

and are not separately discussed. 

member of the Council since his financial behavior is not significantly 

Similarly, I view the Mayor as one 

different from other Councilmen. 

City Manager 

In a recent Oakland budget the following statement was made: 

The property tax rate was decreased from $3.14 to $3.06 per $100 
of assessed valuation, a reduction of 8 cents. This marks the 
third consecutive year that the Oakland municipal property tax 
rate has been reduced. 

More than any other actor on the Oakland scene, the City 

Manager is responsible for the reduction in the property tax rate. 

In a world of complex interaction, it is not often that a single 

causal agent can be identified, Of course there are other actors 

who are cbncerned about Oakland's high tax rate. However, no one is 
L 

as concerned as the City Manager, 

feels the City is a small fry and spends his time with the big spenders, 

The local tax association official 

such as the school district, The Council says that the property tax 

payer needs relief, but then votes salary increases, passes an occasional 

booster type project, and engages in such community projects as partial 

support of the Oakland Symphony, Councilmen believe it is good politics 

to cut the tax rate; they also do things which put pressure on the rate 

In the interest of good politics, City Department heads are in the 
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business - .  of providing service, of satisfying community needs; tax 

_revenue is not their headache. Thus, the City Manager often complains 

.that no one seems to care that Oakland has the highest municipal prop- 

erty tax rate in California, The City Manager is concerned and in this 

section I will show that he expresses his concern by attempting to cen- 

tralize his control of City government, by emphasizing the importance 

of efficiency, by searching for new sources of revenue, by socializing 

City actors to adopt his administrative orientation, and by maintaining 

his position as  the City's key executive, 

The City Manager is an efficiency-oriented, professional administrator, 

Being efficient and searching for alternative sources of revenue 

are functional ,equivalents to cutting the..tax rate. No one directly 
. . . . - . . . - . ~. - -  - 

pressures the'Manager to do these things. 

to cut costs, to find money, because this is the way he defines his 

administrative role. 

managers do these,.things and Oakland's City Manager is a good manager. 

A high tax rate can indicate a meager tax base, but it can also be a 

He looks for efficiencies, 
. .  - .  

- .  . 

. .  . -  
. -  

. .  - .  . . . . - - . . 
The norms of his profession are such that good 

. .  . .  - . - . - - . .  - - - .  - . . . . . . . . ... . 

. .  - .  - .~ .. - 

- - _  . . - .  * -  
-:--- _ _  
sign of inefficient admfnis tration. When the present City Manager 

- .  
. .  -. . . .  

; - 

came to Oakland, he felt that the City was inefficient and it also had 

few financial resources. In his words, the City had milked the kitty;. 
- 

- .  
. - .  . .  - -  - - .  . -.. . -  . - . - . - . - . . 

:~ - - - _  . _  _. . - . -  ' 

. - .. - . .  - .  _ .  _ I _  _ _  - . .  - . - . - . - . - - _  - . - -  
Ii5-i Ll.5 -:I-- :E E. 5 -  : - -  - .  L 

it was a matter of common sense to perceive the limited growth in its 
s:<"L = ĉ  ...- ~ ; r -  - - 

fiscal base:,' Moreover, the City had not used its limited resources 
- . .  i . '  ~ - 1 -  - - -  . .  -~ - . - _ .  : - - .  - -  - .  - _  _ _  ~ _ _  . . -  _ - _  . . _ . .  - .  - - -  . - -  - - - . - 

.~ ~ - . . . - . . . . .  . . .  . .  - . - . _  - - . . - .  . - -  - -  ... - . , . . .  .,-.-..._ *c.:. :=::.. : + - ' <  . .  - - .  - . .= .  - . . .  - .  . 

wisely, The City was fragmented with ma& autonomous departments. 
. _  . -  . -  . - -  . . - _ -  -~ - - - - - - _ . -  - - _  - - - - - - - - - . 

The Manager s off ice was inadequately staffed, because the previous 

Planager had not been concerned with internal problems of administra- 

tion. But the current Manager is different. He wants to make de- 
I 

- -  - .  - _  - -  - 

I 
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cisions about internal administration, He is an inside administrator. 

! 

The City Manager's problem is to coordinate the fragmented 

pieces of City government and at the same time protect his own free 

time. He is an intelligent, almost shy, man who is not easy to know. 

He shuts himself off  from people so that subordinates aad constittients 

alike complain about not being able to see him. 

intensive self-involvement is no easy task; therefore, the Manager 

Coordination without 
4 

attempts to coordinate by slowly, cautiously centrali'zing the City's 

decision processs He does not put himself at the center of the City 

communication network, but close to the top. 

- The Manager has a hierarchical view of organizational structure, 

and he uses the budget process to gain central control (see Chapter VI). 

In Oakland, because of the resource constraint, he does not  view budget- 

ing as significantly affecting the allocation of resourcese 

ing-is that City officials should not spend much time on budgeting. 

His feel- 

However, he spends a great deal of time on it because with marginal 

dollar changes he can use the budget as a control mechanism. 

more, he uses reorganizations for control: so many Department heads 

report'to the City Manager that few of them see him; thus, he is moving 

Further- 

to collapse smaller organizations into larger ones such as the recently 

establ-ished- umbrella- type Public Works Department. 
- _. 
- . .  -Related to his personality and administrative style, the 

Maaager3s'centralization strategy reflects his basic belief that cen- 

tralization improves the quality of City service. He is not just an 

ecbnomlzer., but believes that to avoid duplication, to be efficient, 

to have centralized functions, and to control improves serviceo 

Therefore, he is willing to spend money on a central -yard facility 
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to achieve economies in equipment and maintenance and utilization. 

The City Manager links centralization to improved service without any 

definite information on economies of scale, He transfers the logic of 

achieving economies by centralization to a general cost-cutting strat- 

egy: cut overtime, control part-time people, use old equipment, repair 

and renovate rather than replace, It is a one-sided cost-effectiveness 

equation where cost reduction is assumed to-be equivalent to enhanced 

effectiveness. Obviously at some level such lfefficiencies" can impair 

service, but this possibility cannot be given much thought because of 

inadequate information resources, The Manager and his inmediate 

assistants in the Budget and Finance Department believe that there is 

waste and that the fat can be cut out. To cut costs, and to centralize 

is to be efficient, Efficiency, in turn, is equated with the norms 

of good management and the net result is some relief to the upward 

pressure on the tax rate. 

State, or local', the City Manager does not want to waste money. 

Regardless of whether the source is federal, 
. -  

The-City Manager is the Cityqs fiscal innovator 

Another way to reduce the property tax rate is to find other 
-- 
sources of revenue. 

Eonauct a comprehensive review of its fiscal capacity and resources. 

It was the Manager who suggested that the City 
- _  - _  

. .  . 5 5 7 ;  - - -  
One of-his-first acts as City Manager was to write the Mayor: 

- .  . . _  
A & - :  : For some time now I have been telling you of my concern for 

!'A& .. 2 : establishing a-fiscal plan for the City of Oakland, which would 

--;..and - - .. . - . . - - capability o f  the Oakland City'Government. 

'---'%hat do-3.mean by a fiscal plan for the City? 

-serbe-as-a guide for the future, relative to the financial ability 

~ a a ~ 4 ~ 8 ~ ~ ~ e e a 8 e ~ e 0 e s ~ a ~ ~ 8 a m a a a a m a  

Simply, this means 
reviewing the total sources of revenue for the City, making pro- 
jections for the future along with programming and planning fis- 
cally f o r  the future operational and capital needs of the City, 

. . -  
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3 

He wanted the Mayor t o  appoint a Maf;orrs citizens committee to do the 

review as was done in San Diego. 

the City's revenue constraint as the Manager; consequently, the re- 

view was conducted by City staff officials under the formal direction 

of the Manager with my part-time participation, 

The Mayor was not as concerned about 

The Manager's plan, 

the Financial Capability Study, undertook to review each present source 

of revenue and to suggest new sources to meet the projected revenue- 
4 

- .  

expenditure gap, 

The Manager's role in this revenue exercise was not to overly 

direct, but rather to stimulate the action of other officials. Since 

he was new to the job and uncertain of his staff, he reduced his admin- 

istrative risk by keeping the situation ambiguous and allowing the task 

to be defined by other participants. 

- .  

- .  - 

Department heads were to review 
.. - 
their sources of revenue while the Finance Director was to compile a 

report which would analyze the potential for bonds, project expendi- 

tures and revenues, and suggest new revenue sources and administrative 

- .  - 

. .  .- - - _  

improvements, 
- _ -  

* Although the Manager -directed the study by hints rather than 
- . _  . - 

commands, much of his administrative style and tax preferences are 
- .  - , 
reflected'in its output. For example, the City Manager i s  a detail - - -  - _ _ _ _ - _ _ _  - -  - - 

man. 

of city government; if he sees a confusing traffic sign or an overturtled 

garbage canB he w i l l  call. the appropriate Department head to fix it. 

Through the years he has learned about the detailed operations 
( * _ _  c -  - - - -_ - 

- . - -  - - -  - - -  - 

- .  . _  _ -  - - -  - 
In budgeting, he d l 1  pay attention to a fifteen-dollar item. 

worries about telephone costs, the Council's business cards, and why 

He 
* i '  . . . .  

the Police Department has uniformed personnel running their motor pool, 

Big and little items often get the same attention, although he Warns 
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his subordinatesnot to get inundated in details as he has done. 

it was not surprising that he asked the staff to review - all of the 

myriad, minor fees which the City levies. 

style, in this case, were congruent with the City's narrow area of 

fiscal discretion. 

Thus 

His detailed interests and 

The City Manager is a somewhat pessimistic fiscal realist. 

He ranks his tax preferences by what will pass and what would be pol- 

itically acceptable, 

Once, a downtown merchant complained about the creation of a special 

assessment district by stating that businessmen paid about one-third 

Tax equity is not particularly important to him. 

of the burden but did not get one-third back. 

!'That's. just tough . somebody has to pay, 

get back what they put in." The Manager does 

pay; his question is who - will pay. 

The Manager replied, 

as a l o t  of people don't 

not worry about who should 

His tax preferences provided the framework for the Financial 

Capability Study. 

the City had better get busy and find non-property tax revenue. 

He felt that the property tax was exhausted and that 

Study 

personnel .- accepted - - this perception as an assumption and did not question 

L _  the _. exhaustion .. of the property tax. The Manager felt that Oakland would 

never - . - - . - adopt - - - a - municipal .. income or a payroll tax and certainly would not 

pioneer it in the courtse 

utility - _  _ .  tax . - was . a good idea but perhaps the City  would run into trouble 

yith - -  - - _ -  the - -  utility . - lobbies. _ _  

There was no chance of getting it. The 

. -  

Similarly the real estate lobby would be. 

. against -. - -  a _ -  real property transfer tax. The amusement tax sounded good 

$ut . - -  the City muld have to soft-pedal it until Oakland got its major 

league baseball team, No doubt bonds would have to be recommended for 

certain capital improvements, but the staff should be concerned with 
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selling the bonding program to the voters. 

for a corporation yard and sewersD 

mean that the Manager excluded these revenues from consideration, but 

It is hard to sell bonds 

These negative comments do not 

that he attempted to assess their political feasibility. 

The Manager9s fiscal realism is also apparent in his attitude 

towards federal funds. The City needs the money, but sometime the 

frustration of dealing with the federal government is not worth it. 

As he says: "People want sidewalks and the federal government tells you 

to be innovative." In his view, the federal government raises expecta- 

tions and then delivers very little money. And even.after a city gets 

some - .  - money, the federal government's auditors and program managers have 

different ground rules. He is fond of telling the story about two 

representatives from different parts of the Department of Housing and 

Urban Development who did not know each other. They flew from Wash- 

ington on the same plane and, in separate appointments, gave him con- 

flicting instructions on the same problem. 

he feels, unlike many Oakland citizens, (see Chapter VII) that the City 

is - -  not aggressive in getting federal fundso By the time the City p u l l s  

itself together and fills out the paper work, the program is curtailed 

In spite of the frustrations, 

or cancelled, .?he City is always late in getting federal funds. Fed- 

eral-funds _ - -  . - -  are not predictable and even though the Manager is content 

to - - -  receive - - - _  them, he looks for more stable sources of revenue to meet 

Oakland's - -  - - - - -  requirements, 

The City-Manager is a fiscal socialization agent 

The City Manager has tried t6 educate Councilmen, City officials 

and citizens about the revenue constraint which the City faces. Since 
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he feels no one ca,res, he uses every opportunity to make them care. 

If invited to a businessmenps luiicheon to speak, he w i l l  use the 

opportunity to develop support for economies in government and to in- 

form the audience that the property tax is in a bad way and that the 

City must find new sources of revenue. 

an optimistic sgeech,-the Manager is sure to add a pessimistic note 

When the Mayor tries to make 

that "in a few years our revenue resources will not meet our expendi- 

ture requirements," 

One of the payoffs for the City Manager of the Financial 

Capability Study was its use as an educational device. By involving 

the Department heads in its preparation, the Manager felt that they 

would-come to appreciate the revenue constraint and start to cut costs. 

If community leaders were exposed to the Study's pessimistic conclu- 

sions, then perhaps there would be community pressure on the Council 

t o  become fiscally responsible and be more concerned about efficiency. 

Mter several lectures on the City's revenue problems a new Finance Di- 

rector- evaluates all alternative revenue sources in terms of their 

possibfjle reduction of the property tax rate. 

aevelop-a consensus among City officials on the importance of efficiency 

as a-guide t o  good management. 

sonfie]. share his management orientation, the less he has to be con- 

Eer& ~ about coordinating a fragmented organization. 

- -  

The Manager hopes to 
- -  - 

I 
- 1  * -  - 

The more he is successful and City per- 
. -  

E - -  - .- 

_ - _  
L -  -. 

The City Manager implements the politics-administration dichotomy 

---- - 
- .  -. - .-_ 

. The'Manager believes that politics should be separate from 

administration, We is a vigorous partisan of the city-manager form of 

local governkent which adopts this premise of separation, We believes 

the city-manager form is capable of being efficient and honest, His 
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defense of the manager type political system is not due to self-inter- 

est, 'but represents the operationalization of his ideology of efficiency. 

The problem of honesty and corruption was dealt with many years ago and 

the paramount problem of management today is efficiency. In order to be 

efficient, the Manager believes that elected officials, politicians, 

must be kept away from the operating departments, Department heads 

should be shielded from Councilmen, and these administrators should not 

be allowed to make end runs to politicians. The belief in the politics- 

administration dichotomy is an important correlate of the Manager's c,en- 

tra 1 i za t i on e f f or t s , 
m 

Keeping politics out of administration means keeping politicians 

out. The Mayor, according to the Charter, is supposed to be part-time; 

the Manager therefore encourages him to take days off. 

view, the Mayor's role is restricted to ribbon-cutting. When the 

Manager was reviewing a draft of the Financial Capability Study, he 

In the Manager's 

deleted a suggestion that the Mayor's job be full-time. 

manager government lessens the burden on political officials. The 

Mayor has only one vote on the Council, and the Council should give 

part-time advice and-not be active in administration. 

A good city- 
- -  

- . . - . - - - 

. -  
. -  

L .  _ _ - -  
Oh the other hand, the Manager understands that administration 

has a-political component. 

that politics are a part of his job. 

to the need to build a community constituency, but he finds it diffi- 

c -  2 :- - - 
He realizes that he is policy-maker and 

- .  - L -  - _ -  - _ _  - -  - - 
For example, he is sensitive 

~ - -  
'c:- z -  - - - _ . .  _ -  

cult because he does not believe that problems of finance and efficiency - . - . . - - - - . - 
I . 
are, in his words, sexy, 

office is exposed to all kinds of community expression. 

As the City's full-time chief executive, 

He cannot 
- 

escape from the public even i€ he would like to, 

having good political. ra.dar; he knows what the traffic w i l l  bear, 

We views himself 

- . . .  

his 

as 
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He does not present recommendations to the Council unless he is well 

prepared with supportive data. Although he claims he implements 

Council policy, he makes policy by his own decisions and by influ- 

encing the decisions of the Council. In the Oakland world of mutual 

interaction, it is not entirely clear who is giving advice to whom, 

Nevertheless, City officials complain that the Council does not pro- 

vide policy guidance, but concerns itself with trivia, An examination 

of Council activities seems to verify this inference. However, it is 

doubtful that the Manager and his assistants really want guidance when 

they are pursuing their own policies, 

The Manager feels the Council is weak because it gives in to 

community pressures and appeals. The Councilmen, in his view, make 

decisions one at a time. They approach things single-shotted, They 

do not-think of the cumulative consequences of their  decision^.^ The 
_ .  

Council commits the City to expensive projects like the Coliseum or 

the Museum without understanding the full fiscal consequences of these 

decisions. He feels the Council has little interest in cutting the 

-tax rate, and he recalls that he had to remind the Mayor to include 

in the- State of the City speech that the tax rate had been cut. 

Mayor is more interested in human relations than in the tax rate. 

- .  

- -  .- 

- -  - -  
The 

I -  
-7 - - - -  

- - -  - _ - _  - + _ _ -  _ _ _  . 
Because the City Manager wants to cut needless costs, he 

. .  - _  - - - - _ .  
assumes the role of the Council's fiscal conscience. 

role by providing the Council with what he considers right information. 

The Financial Capability Study, for example, was designed to provide 

He plays this 
. -  - -  - -  - 

- -  - r -  - _ - _  - 

. -  - . . 
c 

information that would make clear the terrible fiscal position of the 

City, When the Council discussed whether to help subsidize a heli- 

copter transportation experiment, which the Manager considered an 

extravagance he quickly pointed out that an impoverished City cannot 
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afford such an expenditure.' 

something which has not been budgeted, the Manager points out that 

If the Council wants to spend money on 

.some non-property tax will have to be levied to pay for the item. 

He feels it is his job to make the Council aware of the financial 

-consequences of their actions. 

The Manager has superior tax knowledge. He knows the nuts 

and bolts of taxes, follows the relevant State legislative activity, 

-and makes an effort to be aware of what other cities are doing about 

:finance. 

-.knowledge, he is quite effective in providing right information. The 

fact that the Manager is knowledgeable allows him to structure the 

With his penchant for operating detail and his superior tax 

:CouncilIs decision process so that right information can often deter- 

:mine right policy. However, the Manager views the Council as softer 

:on-fiscal issues than they are. Iri fact, there is more of a consen- 

-sus on fiscal policy than the Manager realizes. It is a question of 

:degree: the Manager is willing to cut costs where the Council may not 

:find it politically expedient to do SO. 

:spend money where the Manager would not. 

:the-line - -  imperative and believe they originated this guidance for 

'budgeting. - _  Both are frugal and efficiency-oriented. Both are in 

The Council is willing to 

Both have adopted a hold- 

I 

favor ofrmaking.small cuts in the tax rate, thus stabilizing the rate. 

E'J2he Manager may have to prime the Council with information, but he 

_dges-not . .  have-to manipulate them completely because they share much 

: the: same- s e t  of values, 

_ _ _ _  - -  - .  - .In this sectionp I have described the central role which the 

Manager plays in the fiscal affairs of the City, 

often decided by h h  and his finance people. 

Who pays what is 

Tax choices are usually 
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bureaucratic choices, because the decision process is not particularly 

visible and the attentive public for any single tax decision is small. 6 

The City Manager's response to the revenue constraint ill-ustrates the 

importance of an administrative belief system. Emphasis on the 

efficiency of central control, efficiency, cost-cutting, political 

expediency in revenue choices, and the importance of information and 

knowledge are all components of this system, It is this belief-sys- 

I tem and the related norms of professional city-management that orient 

the Manager as he copes with Oakland's revenue problems, 

In the next section, the City Council's supportive role will 

be described, 

behavior . 
Council actions usually reinforce the Manager's fiscal 

City Council 

Oakland does not have a Wilbur D. Mills on its Council. In 

federal finance, Chairman Mills of the House Ways and Means Committee 

is a powerful figure who significantly affects tax outcomes. In the 

politics of Oakland finance, Councilmen legitimize the finance policy 

of the City Manager. The Council does not initiate, but reacts to 

citizens' complaints and the City Manager*s recommendations,, The 

. trivia of zoning appeals I approving purchases among competitive bidders, 

and the passing of perfunctory resolutions and ordinances occupies most 

of the Council's time, Its twice-a-week agenda is characterized by 

gerunds--agproving, awarding, instructing, reapportioning, repealing, 
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amending,--but the policy gerund, steering, is missing. The Council, 

a s  gatekeeper, selects among financing alternatives which the Manager 

suggests to it. The Council, as watchdog, defends--sometimes with 

rhetoric and sometimes with action--the City's tax base and taxpayer. 

Councilmen are elected at large and their constituents are the tax- 

payers. 

*to .. taxes and know about City finance, tha.t they are 'committed to 

In this section I will show that Councilmen pay attention 

keeping the lid on the property tax, and that the!-r perceptions and 

interests are generally congruent with those of the City's businessmen. 

CounciI.men have high tax comprehension 

Compared to most Oakland residents, Councilmen know about 

City'finance. 

do understand the mechanics of municipal finance. 

able because they are businessmen or associated with business. 

They are not experts in public finance theory, but they 

They are knowledge- 

In 

addition, the eight Councilmen plus the Mayor know about taxes in 

order to play their roles as defenders of the tax base and taxpayer. 

Background and official position are directly related to their high 
/ 

~. 

tax - -  comprehension, - - _  - - . - . - - - - -  - 

They know about establishing special -. . ad valorem assessment -. - _ -  - - - . _  - -  . _  
-: : - 

districts,,possessory- interest-charges, . - -  and the relevant State legis- . .  - _ _ _ _ _  - - -  - - - _. - . 
~ 

latiye activity and legal codes* One Cauncilman, - - _ .  a retail _ _ .  merchant, - . 
c - - . - - - . . - - - _ - _ _  - -  

v&Q.ran =onathe platform to _eliminate the . _  City's _ - _  cigarette _ _  . tax, . ,fol- 
c- - -_  - -  -.. - - _  - -  L - _  - - _ - _  . - 
lowed-State legis1,ative .efforts quite closely and was . .  anxious ~ - .  to - - . - .  in- - - - - - - - - . . . - . - . . - - . . - - . - - . . . . . . .  - .  - . .  

. _ _  _ _  . - ~ _ .  
form his -cqlleagues t . _-. , _  - . I ~ . . . .  . . . . - - -  c. . - . - . . . . . . - - . . - - . . . . . 

Mr, Mayor, this memo from me here regarding cigarette tax was a 
matter strictly for infarmation, However, I am informed that 
the State Cigarette Tax Assembly Bill 484 and Senate Bill 556 
could quite likely be passed by tomorrow night, And actually 
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enacted into law at any time. 
at the moment that it is enacted, any city that has a tax will 
not receive taxes from the State Tax.-/ 

I am also further advised that 

In this case the Councilman was premature in his concern; the State 

Legislature did not pass the tax bill for ten days and it was several 

months before the new State law affected the City. Even if his timing 

was off, the Councilman knew such details as the legislative bill 

numbers and the possible impact on the City. As a City merchant, the 

elimination of the City cigarette tax was important to him because it 

would help Oakland's business compete with its neighbors'. 

Because of their role as defenders of the tax base, Council- 

pen are knowledgeable about assessment practices, which is illustrated 

by the Mayor's report on the Alameda County Mayors Conference where the 

effect of State- legislation on assessment practice, known as the Petris 
.- . 

Bill, was discussed: 

- .  There was considerable concern about the next assessment pro- 
cedure as specified on the Petris Bill, which as you are'prob- 

personal property and business property. 

property. There was considerable concern, as I say, as to the 
- - -  ' -  -possible effect upon the cities to this re-assessment program. . . 
: f  --ably all aware moves the assessment bill up to 25% for both 

It is now being assessed 
- - .  . on 28% for business and 21.8, I believe is the figure, on personal 

' 8  

Eti: a:Councilman becomes knowledgeable to regain some of the reduction 

in the ?ax base due to welfare exemptions: 
~ 

- -  k- few mihutes ago I mentioned sales taxes with regard to these 
(old age) homess 

:;--- Revenue- and Taxation Code which was passed by the (State) legis- 
lature at its last session, in which they charge sales taxes on 

---: : leasesron services and I refer to those sections as Sections 
6006, subparagraph g2 and also the Section 6091 which may be 

1:' applicable here. 
you know later. The legislature did pass such an amendment to 

:L- .the Revenue and Taxation Code, and it has to do with furnishing 
and leasing and furnishing services and that may come under 
these homes, 
h o w  for sure, 

CL5 - -  
What I had in mind was an amendment to the 

With your permission I will check that and let 
I -- 

These homes may come under that section, I don't 
L think it is worth looking ate9 

, . 9.- ,I , 
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Councilmen's tax knowledge is an important factor in the 

revenue search processes of the City. Elected officials legitimize 

and provide a sspporting climate for City Manager revenue actions. 

Of course, Councilmen are not a l l  equally informed, but generally the 

Council, as a body, is not ignorant when it comes to tax matters. 

When they do not know something, they can cut their information costs 

by asking the City Manager and Attorney to-prepare special reports. 

In any case the level of tax knowledge is directly related to the 

Councilman's business orientation and his public role as the defender 

of the tax bases 
_ .  

_. . . 

Councilmen want to lower the proprty tax rate 

Councilmen used to have champagne tastes with beer pocket- 

In the past they have been accused of being fiscally irre- 
_ _  
books, 

sponsible because they have committed the City to expensive projects, 

such as the new Museum and the Oakland Coliseum, which have effected 

increases in the tax rateo After considerable prodding and educating 

by the City Manager, they accept the fiscal facts of life, recognize. 

the revenue constraint, and, most of the time, guard the City purse, 

They are'realistic in not expecting the property tax rate to be low- 

ered without some alternative source of revenue. Sometimes their talk 

of lowering the rate is rhetoric, designed for taxpayer constituents. 

Councilmen-keep the rate constant even when there is a slight surplus, 

so tha€ the funds can be used for future expenses. 

might be large, they suggest a token cut. 

the rate could be slashed, but they let the City Manager worry about 

c .  

_. 

- .  

i - -  - -  

L - 1  - -  - 

-- - z ~ .- - - - 

- _  - _  - L -. 

-=.  : 
Where the surplus 

- - -  . 

Of course they wish that 
- - _  - _  - -  

doing that, 
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It is important to realize the pervasiveness of the Council- 

men's tax rate attitude. 

high and that it ought to be cut influences many Council actions, 

For example, this general perception encourages a low rate of indeb- 

tedness because Councilmen do not want to commit a part of the prop- 

erty tax revenue for debt servicing. Councilmen think, talk, and make 

decisions in terms of the property tax rate. The effect on the prop- 

erty tax rate in most decisions is an important consideration for the 

Council; for example, when the Fire Department wanted to increase its 

personnel authorizations to provide for vacations, this dialogue took 

place: 

The feeling that the property tax is too 

When 

told 

a 10 

Mayor: That would be at a cost of approximately what, $65,000? 

Assistant City Manager: My recollection is between $65,000 and 
$70,000. 

Mayor: 

Assistant City Manager: Yes, sir. 

the City hired a new Treasurer and Finance Officer, the Mayor 

him, "We welcome you to the City family" and "We expect at least 

or 15 cent tax cut next year."" 

Which means another penny on the tax rate. 
10 

The Mayor was joking, but the 

Council does take reduction in the tax rate as a sign of efficient 

management which is to be applauded: 

City Manager: 
recommending that the tax rate for the coming fiscal year be 
established at $3.14  per hundred dollars of assessed valuation. 
I so recommend. 

Mr. Mayor, you have before you an ordinance 

Mayorg Thank you, Mr. Keithley, any discussion on this? 
Mr. Maggiora. 
Councilman Maggiora: 
Mayor: I w i l l  again comment, Mr, Keithley, I think that you have 
done a good job on holding it and in fact a two-cent cut and we 
hope that next year we will be able to do the same thingah2 

If not, 

A very good job. 
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The fiscal imperative of the Council is: hold the line or, 

if possible, cut the property tax rate. The Council and the Mayor 

believe that Oakland citizens are concerned about the property tax 

rate; consequently, they pledged a 12-cent reduction if the people 

of Oakland would adopt a proposed Charter reform.13 The City Manager 

believes that Oakland is the first California City to make such 

offer. 

slight reduction in the rate. Thus, the property tax rate, as 

Councilmen perceive it, is an important issue. 

On occasion, Councilmen have run for reelection pledging a 

If the Councilman can 

put himself on the side of lowering the rate, he expects to accumulate 

considerable political support. 

In the name of the taxpayer, the Council seeks to defend and 

protect the tax structure by preventing other jurisdictions from 

encroaching, by not granting zoning variances to tax-exempt institu- 

tions, and by economizing with the salaries of City employees and 

other expenses. Councilmen concentrate their efforts on the tradi- 

tional functions of the municipality, such as police, fire, and re- 

creation. The school system, for example, is a separate govern- 

mental unit, so Councilmen define school problems as outside their 

purview.' For ceremonial occasions, they may wear a City-wide hat, 

but when it comes to money matters the hat suddenly shrinks. The 

fact that many local agencies use the property tax is an anathema 

t o  them. The indication that other agencies may get federal funds and 

interfere with the City's revenue hunt is a sign for Council interven- 

tion, City income must be preserved. Operationally, the self-pres- 

ervation rule is most often seen in actions that relate to the 

property tax. 

1 
I 

Most of the Councilmen's perceptions on City finance 
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can be traced back to their tax rate attitudes and their role def- 

inition as defenders of City revenuee 

Other governmental agencies do attempt to capture City re- 

venue sourcese For example, Oakland Councilmen have defended against, 

the Association o f  Bay Area Goverrients (ABAG), the Bay Area Rapid 

Transit District (BARTD), the local School District, and even the 

City's own P o r t  Commission, In the case of MAG, a regional govern- 

ment, the Council's reaction has been mixed, Some Councilmen recog- 

nize that in order to get federal funds, membership in a regional 

government is required and they recognize, in addition, that there 

are some functions, such as garbage disposal, which are regional 

problems,. OR the other hand, the Council has'been dubious about 

giving ABAG the power to tax Oakland property, In fact, at one time 

they passed the following resolution: 

Oakland City Council opposes authorizing or empowering the 
Association of Bay Area Governments to levy taxes, to issue 
bonds or to acquire public property through eminant domain, 14 

The Port leases property and BARTD takes property off the tax rolls 

for its plant; both of these actions have reduced the tax base of 

the City. _ _  - Therefore, - Councilmen are reluctant to see another inde- 

pendent . taxing _ . -  - authority established: 

- - -Councilman: I, Mr. Mayor e think this is a matter of pro- 
tecting- the interests of everybody in this community, 'I think 

- that if-you have been reading the papers you find there is quite 
a bit of opposition to the tax imposed by the Regional. Parks, 
BARTD-is _.  - another - -  outstanding example of what the power of the 

- (State) legislature can give to an organization once they get 
started and there is no end to what BARTD can do and there would 
be RO end t o  what MAG can do, 

- 

The time to stop this is at the 
sttrte  . -  b 4 - € i  

Mayors 
sort o f  an agency t ha t  C ~ R  handle regional. problems or do we w m t  

This 2s really the crux of the problem, Do we want some 

Q forget it and continue with  special districts? , e 
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Councilman: Mr. Mayor, that statement of regional problems is 
old hat, 

Mayor: It may be old hat, but it is a reality. 

Councilman: It covers a multitude of sins, What I am concerned 
about is what's going to happen to the taxpayers' investments in 
the City of Oakland. I don't care about the region.15 

To be concerned about the taxpayer means to protect the prop- 

erty tax base so that it may be feasible to reduce the property tax 

rate. Sometimes the concern is more immediate when, for example, the 

other agency wants City funds to meet non-City expenditure require- 

ments, BARTD has sought to use funds from the City's Port Commission 

in order go build its transportation headquarters center. When the 

Chamber of Commerce presented this request, a Councilman responded: 

- 
- 

I recommend that the City Manager look into this thoroughly, 
In the first place, I would like to know why is BARTD backing 
out on what they originally promised? 
is run on City funds, build this structure, and there are many 
facets of this that I think before we walk into a pig-in-the- 
poke that we better protect the taxpayers. 16 

Why should the Port, which 

- _  
Another example of the Council resisting encroachments by - 

other jurisdictions was its denial of the Oakland Board of Education's 

iequest'for the Council to levy a five-cents tax for the schools. This 
- ,  - -  

- -.- r .  . 

tax would have been in addition to the School Districtts usual sources 
I - - -  - 

of ievenue. 

Counciiis -perception of the high tax rate and their own expenditure 

needsf as -this -Councilman indicates: 

Some of the factors in turning down the request were the - _  
- _  - - .  

- -  - - _ .  
Isthink & all sense the need for better schools and better 
education; however, these is one thing that is primary in my 
ghinking and that is how much is this going to cost and I know 
*at 5 cents on the tax rate meanse We have to consider when 

its officials that we have an obligation to the police and fire 
departments thatss going to necessitate many thousands of 

0 we are considering the recommendations of the school board and 

dollars, 17 
c 
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Tax-exempt institutions such a.s churches, old-age homes, and 

governmental agencies also take property off the tax rolls; so Coun- 

cilmen, where they can, try to discourage them from locating in Oak- 

land unless the particular institution can bring in revenue or improve 

the economic condition of the City, Thus a large post office, because 

of prospective employment opportunities, is likely to get the Council's 

blessing while a small store-front church is likely not to get approval 

for a zoning varianceo Councilmen. are particularly unhappy with the 

State welfare exemptions for churches and church-sponsored old-age 

homes as these Councilmen state: 

- I am not against churches, but here is a case again where you are 
going to allow a church to take a piece of property, be tax free, 
and we have a man on there at the present time paying taxes and 
keeping the City going and we let the church come OR and take 
more property off the tax rolls,18 

. .  

B . . . . O . . Q O . . . . O . O . . . ~ . ~ ~ . a * . a . , . O  

.a: for one, voted, I think, for the first retirement home in the 
City of Oakland and at that time thought it was for the best of 
the community; however, since that time, there has been a ten- 
dency on the part of a11 religious orders, including my own, to 
become more political, which is not the basis on which they were 
granted tax exemptions. . . If this attitude on the part of 
all denominations continues, something should be done to eliminate 
the tax exemptions which they now enjoy.19 

- _  - 

'I _. 
If these retirement homes would pay an in lieu tax, then they would be 

exhibiting the proper attitude. Even though the State exempts these 

institutions, Oakland Councilmen believe that the exempt should also 

help protect the property tax,' The antipathy towards exempt institu- 

tions extends t o  their own City Departmepts that lease space in down- 

town buildings and displace taxpaying occupants. 

- 

r -  - -  
.? - -  - 

,--..- - . - -  . * - - -. . - . - - 

- -  - . - -  L=e - - _  - - 

_ -  - . - -  

- _ - -  . - -  
:-: The Councilmen value efficiency, but they would rather be 

inefficient if they can cut the tax rate, 

for ways to save money as a means of protecting the taxpayer. 

They are usually looking 

If 

i 
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they can-cut down expenses, such as travel, they can relieve the 

pressure on the property tax. 

travel costs of the City's independent Commissions and Boards: 

Some Councilmen complain about the 

This is the old refrain. I do not believe it's of benefit to 
the City that the entire Planning Commission takes a leave and 
goes to this particular convention. In April, five members of 
the Commission went on a junket to Philadelphia which cost the 
City $1,953.83. 
Department and maybe an assistant or secretary could take notes 
by attending these meetings and bring back to the entire Board 
the vital facts that are being discussed and I for one think 

I have always believed that. the head of the 

this is another abuse of the taxpayers' money. 20 

Despite their efficiency notions, however, some Councilmen are silent 

on travel expenses because they share with the Commissions the same 

belief:-travel is a reward for faithful service. One Councilman, 

nevertheless, insisted that the Mayor was going too far by having 

the taxpayers pay for the Mayor's assistant's trip to Hawaii: 
. * .  .. 
of what we've just discussed in the last half hqur, our tight 
budget. We're pinching pennies. We're doing everything to save 
the taxpayers a nickel. 
Ehatls in an executive position, at an adequate salary, and take 

e there comes a time when somewhere especially in the face 

And here we take a man out of his office 

him on a jaunt to a Mayor's Conference. 21 

- . -  Save money where you can; fight exemptions, stop other agencies 

from ..- - poaching-call these are actions of men whose main perception of 

Gity lfinance is-that the property tax rate i s  too high. 

Manager-has - -  made Councilmen financially aware, so they are wary of 

attacks-which-will -.-- - increase expenses or decrease revenye. When em- 

ployee-associations petitioned the Council for fringe benefits, they 

The City 

argued that the schools or other public agencies should not be given 

money until City employees were well paid, The Council resolved to 

protect the tax base: 

we cannot possibly give the School Board five cents of our tax rate, 

our employees need a salary increase; therefore 
22 

Once the School Board was closed out, then the Council proceeded to 
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trim the employees' demands. Taxpayers, not eqployees, make up the 

constituency of Councilmen, 

Councilmen support business 

In the drive to clamp down on the property tax, Councilmen 

defend and support the taxpayer. But some taxpayers, such as bus- 

inessmen, get more support than others. The Council supports business 

because, first, the Councilman is a businessman, and, second, he be- 

lieves that the long-run prosperity of Oakland is linked to the pros- 

perity of business, 

ception in his State of the City message: 

The Mayor directly expressed this prosperity per- 

Economic development will continue to be of prime importance 
not only for its key role in the formation of jobs but also for 
the establishment of a more solid tax base. 
tion pledges to do everything possible to create a more favor- 
able climate for the establishment and growth of business and 
industry in Oakland, and will continue to emphasize careful fis-  
cal planning in its own operations.23 

The City administra- 

Support for business is carried, sometimes, to the pqint 

where the Council seems to violate its o m  role definition as defender 

of the property tax base, For example, the Council sent a resolution 

to the State legislature urging elimination of the business inventory 

tax.24 

constant, increase the tax rate by twenty-four cents. Since eliminac 

Such a reduction would, if other revenue sottrces were held 

tion of the business inventory tax would seriously afeect local gov- 

ernments throughout the State, Councilmen expected that the State 

Legislature would find some other revenue source to compensate for 

the loss. Obviously, the Councilman will, on occasion, experience a 

conflict between his business and Council roles. More often, he will 

tend to view the roles as coterminous; after all, government should 
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be run like a business. 

When there is confljct in the community which is articulated 

at Council meetings, a11 sides of the controversy will cl.aim they are 

-taxpayers; consequently, the rhetorical role, defender of the tax- 

payer, becomes an uncertain guide for decisions. And some business 

interests may not prevail. For example, when Foremost Dairies 

appealed an unfavorable ruling by the City Planning Commission, the 

Council denied the application for rezoning and found in favor of the 

neighborhood people who were opposed to Foremost's plans for plant 

expansion. Foremost said they might have to leave Oakland; the Milk 

Drivers and Dairy Employees Union argued they were taxpayers and might 

lose -their jobs, 

serious concern of the Council, 

a l so  emphasized the rhetoric of taxes: 

The loss of tax revenue from such a business was a 

But the citizens of the neighborhood 

- -  

The property owners in this area stand to suffer a great Loss if 
this special privilege of $pot rezoning is granted,x&ereas Fore- 
mos't will suffer less in comparison if it is-not granted. A l l  
of the homeowners have,just as much, and more, invested in the 
area in question, and we, also pay as much, or more, taxes than 

r -  . Foremost and we don't know of any special laws in our Consti- 
- - tution which grant special privileges to any one of us.25 . 

After a' series of' arguments ~n bbth sides, a Councilman- poin.ted aut 
. .  

- I  

that the' people who opposed thg rezbning 'had -lived in the area for 

twenty yeaYs or more, that they had pride- in the area, and that-'the 
. - .  ^ . - -  

- I  

that the' people who opposed thg rezbning 'had -lived in the area for 

twenty yeaYs or more, that they had pride- in the area, and that-'the 
. - .  ^ . - -  

- - -  
Issue 'came down to whether'the k@&cil wante'd people or business in 

%he area:-- 

- . 

- 

~ . .  - -  - 

Are we interested at a l l  in the people who live in this area, 
.if not, then we ought to tell them all to move out of Oakland and 
-let's put more industry. If on the other hand, we are interested 
in them, we should do something to help them along.26 

The Council decided the neighborhood people were a l s o  taxpayers, and 

at the time voted in their favor. 
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Business interests will prevail when the City ~ 5 1 1  not lose 

revenue from their support. 

Property Owners Association in a dispute with BARTD. 

appeal of "do not penalize your own taxpayers" was effective against 

Thus the Council backed the Downtown 

The owners' 

the agency which was digging up the streets, cutting down on sales 

tax, and taking property off the tax rolls. Similarly when a large 

bakery wanted a sign to include its slogan; the Council reversed the 

decision of the City's Sign Review Committee and reinterpreted its 

own ordinance prohibiting slogans so that the phrase "Stays Fresh 
27 Longer" could be considered part of the name of the bread company. 

On the other hand, the Council rejected the Chamber of Commerce's 
- - -  

appeal for a revision in the utility tax rates, which would favor 

business, because the City would lose too much revenue, 

The relevance of the business orientation is directed at what 

values, beliefs, and norms are operative in the Council's financial 

decisions. 

But m? conjecture is that Oakland's political system would be ade- 
28 quately defined by Long's ecology of games. 

I have not been concerned with the question of who rules. 

- . .  - - - 1  - 
The Councilmen's beliefs are fairly congruent with the City's 

< -  

>$- - - .- - . 

business: leaders' I The COUnCihiR prizes efficiency. He tends to 

lase the service orientation of a public enterprise. 

aware of the connection between taxes and services. 

he is aware of the increasing costs of government, but his emphasis 

'is on taxes. 

reduce-the impact on the taxpayer. 

tax rate. 

8 -  - - - _ _  - 

Be is not un- 

On the contrary, 
- - -  - .  z - 

- - _  . .  .-- - - -  .. 

- -  - .  - -  - e 

He wants to keep the costs of government; down and thus 

He has become a caretaker of the 

As the social and economic problems of the City increase, 

- .. - - -  - .  

- -  - - - -. - _ .  

he narrows the role of the City government to traditional functions, 



88 

He no longer shuns federal funds and supports the Heller tax sharing 

plan. 

the property tax rate. 

He does not worry about equity; what is fair is to reduce 

He feels that he is doing a fine job when the 

rate can be reduced by a few cents. 

get other sources of revenue, as this Councilman indicates: 

The problem is for the City to 

Of course, everybody's for lower taxes; that's like being for 
motherhood, but everyone wants increased services too. I would 
like to lower the property tax further, but I just don't know 
where else we could get the money from; I ' d  like to know.29 

It is up to the City Manager and his Finance Department to suggest 

where to qtget the money from." The Finance Department works with -. 

the City Manager to find revenue and to promote efficiency. In the 

next section, I will show that most City Departments do not share 

the City Manager's financial concerns. 
- .  

- - - .  
City Departments 

_ .  - r -  - -  . - 

-~ 

Most of the operating Departments of the City emphasize ser- 
.. . 

vice and not revenue. At the Finance Department and City Manager 

level the service orientation diminishes, which i s  functional for 

budget . _  cutting - and increasing revenue. 

- _ _  - - .  

- _ _ _  - 
At the operating Department 

C - _  ~ 

- .  

level, -public-needs, service, and regulation conflict with revenue 
- -  - . -  . .  - - . -  

considerations, . . _ _  - 

collect - fees. 

City-wide policy norm that fees should be set to recover costs. 

Many Department heads do not understand why they 

As I discussed in Chapter 11, there i s  an explicit 
- _  - - 

City officials often cite the cost-recovery norm, but these state- 

ments are mostly rhetoric, Host Department heads do not know their 
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costs, and the Manager does not apply sanctions to enforce the norm. 

In this section, I will analyze the  Departments as a group and also 

discuss several Departments in dezail. 

Revenue behavior differs by Department 

Generalizing about Departmental revenue behavior is difficult. 
- 

Revenue behavior differs by the kind of service which the Department 

provides. The Police Department is not revenue conscious while the 

Auditorium Manager is a revenue maximizer who seeks to make a profit. 

There is also a disjunction between what Department officials- say they 

do and what they actually do. The Park Department claims it is very 

interested in making money but does not charge when it can and its 

fees are minimal. 

important as recreation but its fees can discourage the use of its 

facilities. 

The Recreation Department says revenue is not as 

The variation in Departmental revenue behavior is partially 

related to the diverse reasons for fee collection. Furthermore, these 

reasons,may be obscure to Department officials. In the Financial 

Capability Study, the Departments were asked t o  explain why they 

charge - and to 

Here are some 

- - -  - - 

- :  - _  - 
c 

justify the amount of the charge for each of their fees. 

of their responses: 

This fine, 5c per day, follows the national standard c -  =<Library: 
throughout public libraries. 

c _  - - 
Park: 

services rendered. 
chen privileges are included in the fee charged. 

Fee established at a rate commensurate with ability to c... - 
,-_ - - pay and the view that monies received would compensate for 

The building facilities together with kit- 

, 
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Street and Engineering: 
6-2,02 Oakland Municipal Code. 

Private work requires deposit per Section 
Permittee is billed for inspection 

rendered, 

Traffic Engineering: This fee is charged to recover costs  for pro- 
viding red "no parking" areas adjacent to the entrance to drive-ways. 
Since this service is provided on an individual basis to particuLar 
properties and is a special benefit to them, it is recommended that 
the fee be continued so that payment is made by those benefitted 
rather than the public in general. 
Police: 
identification and rabies control, . - 

Dogs have been licensed for many years as a means of 

Some officials, such as the librarian, only know how they arrived at 

the.rate and not why they charge, Others, like the head of Streets and 

Engineering, do not bother to search for a reaeon but quote the Muni- 

ci&l Code, 

rationale for fees and this orientation is clear in the Police Chief's 

statements, 

fees. Both the Park and Traffic Engineering officials' statements em- " 

Regulation and control of public safety is an important 
- 

_ _ .  

Cost recovery for services is another prevalent: reason for 

ploy this reason, The Park Department, however, compromises its stated 

rationale of compensation with the introduction of the conflicting cri- 

teria of-ability to pay. 

ering costs. 

cost studies in order to charge people what the service costs. 

the-benefit principle to bolster his argument for cost recovery by 

assuming that the. City's cost is equal to the individual's benefit, 

0 

- 
The Traffic Engineer is sincere about recov- 

- 
He is one of the few City officials who has made detailed 

He uses 
- z - r -  - - 

- .  1- 

, 
; r  _ _  _ .  

- _ - -  ;-- 5 -  .. - 
Revenue behavior differs by Department because the officials 

provide different services and facilities, have diEferent levels of 

underZ€&ndfng - - _ _  and-ignorance, and, as I will show in the next section, 
. .  - -  - -  

are differentially motivated by the Manager's pleas to be concerned 
-. - - -  _ _  I-. . 

about revenue , 
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Department heads maintain the revenue status quo 

The Financial Capability Study was not undertaken by the 

Department.heads as a happy chore. 

the City should increase its revenue base, the incentive for the 

Department heads to find revenue was not as clear. 

Although the Manager believed 

They were informed 

of the City’s revenue problems and were encouraged to raise existing 

fees, drop nuisance fees, and suggest new sources of revenue for their 

own Departments and for other City Departments. From Table 3-1, we 

can see that most Department heads were not responsive to the Manager’s 

_I_ 

Table 3-1 

MANY D’EPARTMENT HEADS MAINTAIN THE REVENUE STATUS QUO 

(1) 
Number of 
Existing 

- -  - - - -  - . _  ~ -3IDepaytmental - 
Revenue Sources* 

Department : 

City Manager 
Police 13 
Fire 3 

- Building and Housing 24 

- -  = Streets d Engineering 40 
Auditorium 3Q 

- -  

Electrical 7 

Traffic . -  Engineering - . . .  . 9 

Commission.. . -  . . 

6 
47 
27 

(2) (3 )  ( 4 )  
Number of Number of Oldest 

Modifications New Revenue Date of 
to Existing Sources Last 

Revenue Sources%’f Suggested Change ~ 

0 
3 
6 
3 
9 
24 
1 

0 
15 
0 

3 19 38 
1 1947 
4 1948 
2 1949 

12 1953 
1 1956 
4 1964 

0 19 52 
0 1958 
0 1963 
. _ _  ~- 

Source: City of Oakland, “Financial Capability Study,” Departmental Sub- 
missions, October-December 1966. 
*A revenue source might be a single fee or a grouping of similar fees de- 
pending on the Department’s discretion; therefore, the numbers are not com- 
parable within a single column. 
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directions. If they had been responsive, then practically all 

existing revenue sources would have been modified, given the differ- 

ences between fees and costs which 1: discussed in Chapter 11, With 

some exceptions, such as the Auditorium Manager and the Fire De-. 

partment, many Departments maintained the revenue status quo. 

Another indication of Departmental indifference or inertia to 

revenue increases is the frequency of fee revision. As can be seen 

in Column 4 ,  some revenue sources have not been revised for ten to 

thirty yearss 

that fees were recovering only a fraction of the City's expenses, but 

In many cases, a Department's costs had increased so 

the Department head was reluctant to suggest fee increases. 

are several reasons for this reluctance, such as the conflict be- 

tween revenue and the service objectives of the Departments, In 

any case, the conservative bias in Department attitudes can oiily 

There 

- 

- 

reinforce the reduction in Oakland's revenue base, If operating 

costs go up and the Departments keep fees constant, then the City 

will be forced to rely more on general tax revenues. 

Manager's perspective, conservative Department heads who did not 

rec6mmend - -  - _  increases or new sources are counter-productive. 

increasing, -.. ~ - _  not - -  relieving, the pressure in the property tax. 

_ .  - 
From the City 

- 

They are 
I -  :-- t 

.----- - - -  
- - - - =  _ _ L .  - - _ _  As-I _ _  have - pointed out, Oakland's City government is frag- 

mented, < -  - -Not all Departments were responsible to the City Manager at 

theItime of the Financial Capability Study, 

Recreation Departments were directed by independent Commissions. 

The-Manager had some budgetary control over them, but generally they 

-___ ._ - - ~ .  

The Library, Park, and - _  _ _  

-_-_ - - _- - - 

were more autonomous than Departments that reported directly to the 

anager, The fact that these Commission Departments were not as 

. - .i 
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responsive to the Manager's exhortations is indicated by Column 3 

1 

which shows that they made no suggestions for new revenue sources 

for themselves or for other City Departments, In addition, Library 

and Recreation suggested no changes to existing sourceso There was 

a certain amount of hostility and rivalry between the Manager and 

the Commissions which these numbers reflect. 

Recreation, who is the full-time professional in charge of the De- 

The Superintendent of 
.- - 

partment, had actually submitted a comprehensive set of changes and 

suggestions to his Commission for review, The Commission felt that 

revenue policy and the setting of fees for the Recreation Department 

was their business and not the Manager's. 

i:ntendent to submit to the Manager the existing rate schedule with 

They instructed the Super- 

n-o modifications. A few months after the Departmental submissions 

tgere-in the Finance Department for analysis, the Commission directed 

&-revision in their rate structureo 

yenue is related to the integration or cohesiveness of the City 

The problem of increasing re- 

organization; I would expect that the greater the organizational 

integration of a public organization, the greater the potential for 

xe.v.e.nue &ximization. 30 With an integrated organization more off i- 
j 

c_ic& wsuld be concerned about revenue, and maintenance aeeds would 

n o t  depend qn a few individuals, 

p&r.t.icularly in the case of Commission Departments, is an illustra- 

k$on:of the general problem of the maintenance of a fragmented public 

The lack of Departmental response, 

prganiaation, Recently, the citizens! approval of a charter reform 

measpre has remedied some of the fragmented aspects of the overall 

system, so t ha t  a t e s t  of the revenue maximization hypothesis will 

be possible, 

, 
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I 

i 

In the following sections I will discuss two commercial 
_ .  

Departments and one service-oriented Department, Recreation, which 

a12 exhibit revenue concern. The distinction between service and 

.commercial is one of degree and is based on the Department heads' 

expectations for self-support. 

be completely self-supporting, 

A commercial Department would like to 

A service Department expects a large 
- 

subsidy from general tax revenues. No City Department is self- 

-supper ting I 

- .  

.Building and Housing Department 

. _  

.public safety business, but charges according to what the traffic 

- w i l  bear: their officials check out their fees by examining neigh- 

- - The - Building and Housing Department is supposedly in the 

-boring practices and by consulting the building and construction 

-community. The money comes from permits and inspections made by a 

-divisionLof -. the Department, This division is supposed to pay for 

,itself. 

-30 percent of its costs. 

+-ion, it;will collect only 60 percent, 

+ - -  r .  - - - _ -  Within -the limitations of building codes and what neighboring 

-&ti.qs -charge, inspectors are revenue maximizers. Fees are deliber- 

In a normal construction year the division will collect 

However, when there is a slump in construc- 

&elyfragtnente$ so that the inspector can charge by each appliance 

sIfi:xtqrg such-as water heaters, stoves, and toilets. There is no 

+inglebuilding permit, but rather a plethora of application forms 

+-T@ pe-rmits -to c q y  a variety of trades and activities. Permits 

are issued for plan checking, building inspection, plumbi,ng, elec- 

trical, heating and ventilating, Rates for permits are set by a 
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flat rate or by the value of construction, 

Although the Department is concerned about revenue, it Ls not 

concerned about costs. Inspections and permits are organized by 

trade; consequently, in one day several different City inspectors 

may visit the same construction site. 

to 10,000 inspections each'month and has little idea what a single 

The Department conducts 9,000 

inspection costs. 

The Department does some free electrical inspections of 

vacant houses and investigations of dangerous or unsanitary plumbing 

and heating conditions, which is in the community interest. In 

addition, the Department loses about $20,000 a year in fees for 

activities connected with governmental agency construction. 

work.performed within the boundaries of the Port of Oakland is charged 

Private 

building and inspection fees, but work done for the Port itself is 

not charged. 

- -  - _  Since the Department cannot control the level of construction, 

i s  not sensitive to its own costs, and must by the nature of its act- 

%vity.provide free services, the City Manager 

Bepartment a dependable source for revenue, 
I 
\ 
I.-: - : 

0akland:Municipal Auditorium 

does not find this 

2::: :-The Auditorium is part of the Municipal Buildings Department. 

Hfow@fer, the Auditorium Director does not acknowledge this formality. 

The Director perceives his role as maximizing profit and not just 

revenue.. He is the most commercial City official on the payroll. The 

Auditorium is one of the few examples in the City where revenue and 

service objectives do not conflict; therefore the Director can be 
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commercial. The Director feels that most auditoriums on the West 

Coast charge enough to meet operating costs and a few even make a 

profit. He feels that auditorium managers, like himself, are more 

business-oriented than most other government people. 

Like many professions, auditorium managers have an associa- 

tion through which they know each other’s facilities, costs, and 

charges. Thus it is a matter of professional pride that the Di- 

rector breaks even (i,e, revenue will equal costs) on the operation 

of his auditorium,, However, for the Oakland Auditorium, break even 

means covering about 60 percent of operating COStSs 

faced with a dilemma, 

The Director is 

He has been told by a previous City Manager 

ghat his activity should be self-supporting; and at the same time he 

has not been aZlowed to adjust h i s  rates, He feels that his cos ts  

are.the same regardless of who uses the facility and would like to 

charge all users the same rate, Instead, as a matter of City policy, 

he has to-maintain separate rate schedules for commercial, non-corn- 

mercial, and City and governmental users, 

stopping him from breaking even, 

He feels the City is 

:= - -  - =In his view charities, patriotic organizations, and conven- 
I 

tions should not pay less, If the City wants to subsidize these 

activities, then the City should find other funds for them,, One of 

his recommendations in the Financial Capability Study was that con- 

-_._ _-_ . _ .  

ventions should pay the commercial rate and the City should subsidize 

the rent from the Transient Occupancy Tax. 

that a school-district can use his facility at low rates. 

He resents the policy 

The Civil 

Service Conmission, when using the Auditorium for examinations, should 

also pay his costs, He does not think it fair that City Departments 
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do not have to pay, 

In order to try to break even, the Director tries to get as 

much as possible out of his commercial clients, parking, and con- 

cessions, Commercial rates are higher than the other rate schedules, 

Parking used to make the difference in his profit and loss state- 

ment. 

.and he says, "without this additional source of revenue, it is ex- 

Now he has lost his parking lots to the Peralta Junior College 

tremely difficult for any public auditorium to break even, let alone 

, make money." Concessions are his last hope, and as he says, "con- 

cession revenues are almost pure profit." 

profitable because old-timers in City Hall tell the story about the 

Director putting more oil into the heating system on a comfortable 

Concessions must have been 

aft evening in order to raise the temperature in the building. As people 

would get thirsty from the heat, the concessions would sell more beer 

and thereby increase the City's revehe. 

Fate has been cruel to the Director. First the City would 

not let him charge charities a comercial rate, 

local junior college he lost his parking lots. 

Then because of the 

The final blow came 

when the City sponsored the building of the Coliseum Complex and he 

lost most of his clients, In Oakland it is hard to run a business 

. *. like a business. 

Recreation Department 

Recreation officials believe that the raising of revenue is 
''1 

, J ,  

an ancillary activity of their Department. They believe they are 

not in the business oE making money but of providing recreational 

services and facilitles, There is little surface conflict betweelt 

. .  

8 

U '  
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the stated purpose of the organization and the revenue demands becavse 

revenue considerations are secondary. 

that the Department should be self-supporting. 

vides-an important service to the community; so, it is quite legiti- 

mate to expect to be subsidized from general taxes. 

No recreation official believes 

The Department pro- 

The Recreation 

Commission has incorporated this perception into a policy principle: 

The Commission recognizes that its basic purpose is to provide 
a recreation service for all citizens of Oakland, with heavy 
emphasis on service to children and youth. e e . We anticipate 
that the large bulk of services will be provided with tax- 
supported funds on a free basis, Most activities for children 
are offered free of charge. 

The dominance of the recreation funCtion and the downgrading 

of revenue, however, is mostly camouflage because the actions of the 

Department indicate considerable concern with revenue, The Superin- 

tendent of Recreation is not an ex-dancing instructor who wandered 

by mistake into the world of construction paper and arts and crafts; 

he is a shrewd professional who is aware of the vagaries of municipal 

finance and pursues the last drop of fiscal blood out of a concession 

contracte 

insists on a business-tike approach, 

In order to get the most out of tax supported funds, he 

The budget must include pro- 

jects which can attract revenue to the Department and where citizens 

will pay a certain amount. The Superintendent tries to have Depart- 

mental, non-tax, revenue run to 20-25 percent of his total budget. 

We believes that Oakland's Recreation Department sets the standard 

for many recreation departments throughout the country. IR his view 

the Recreation Department cannot be a free Country club; it should 

charge up to the 25 percent standardo 

mental revenue has nearly doubled; for fiscal year 1968169 it is 

expected to be $677,200. Even if officials do not emphasize it, the 

In the fast ten years Depart- 
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Recreation Department is in the revenue as well as the recreation 

business. 

constraint and low assessment growth, he has to behave as if he 

careso He has to show he is a member of the team.. If he does not 

indicate he is interested in revenue, he may not get his fair share 

of the general tax money. 

Because the Superintendent is aware of the City's revenue 

1 am not saying that the Oakland Recreation Department is 

being run by a commercial mercenary. Any Oakland Department which 

has something to do with revenue must show concern about the money 

game. Each Department develops a self-supporting standard, The 

Superintendentrs 25 percent standard shows the importance of the 

Department's recreational purpose, If the Recreation Department were, 

if fact, truly commercial, the standard would be closer to 100 percent 

self-supporting, The perceived service output of a public organiza- 

tion is a key variable for understanding revenue orientations. The 
I 

' greater the service orientation of the official, the less his con- 

cern with revenue. 

Top officials of the Recreation Department undoubtedly feel 
1 

some psychological conflict, 

revenue conflicts with the objectives of recreation, 

revenue is subordinated to recreation by establishing a diverse set 

To establish fees strictly for raising 
1 

Therefore, 

of functional criteria for fees. 

costs is one function, and equity, administrative convenience, ration- 

ing, and regulation are all involved, .Fees serve mny functions, 

The raising of revenue to recover 

Equity is introduced by the ability-to-pay principle and not 

by a konsideration of benefit, Price discrimination, throughout most 

of the Bepartment*s fee schedules, results from the official's notion 
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of who can afford to pay, For example, organized school-aged groups 

are exempt from paying for recreation clubrooms while most organized 

I 

adult groups do pay for the same facility, The Recreation. Commission 

states its policy for swimming pool fees as: "the amount of admission 

charged is based upon a study of the ability of the cross-section of 

people to pay." Operationally, ability-to-pay means that children 

should pay less than adults, 
-- 

Sometimes the function of a fee is to encourage attendance. 

One way to provide for stability in the administration of programs 

is to charge. A fee, such as for the Swim to Live program, insures 

a certain minimal attendance. 

to the Superintendent because of the high cost of skilled professionals 

involved in his programs. 

personnel costs if people did not attend. When a client pays some- 

thing for a service, he feels that he should get his money's worth, 

Consistency in attendance is important 

He would find it difficult to justify his 

so he attends. The use of a fee to encourage attendance satisfies 

both client and official. 
/ 

:Fees are also set to discourage use, which is another way 
. 1  

of saying that the skilled use of price mechanisms can ration scarce 

resourcese 

golf courses, camps, and Lake Merritt, and fees are set to limit usee 

! 
There is only a certain amount of space on the City's 

Ratianing, however, is employed to discriminate between clients. 

The basic rule of children over adults is employed. In addition, non- 

resident fees are higher than resident.fees; this price discrirnina- 

tion is particularly evident in charges for boat storage and summer 

camps, 

clients do not pay property tax to Oakland. 

The justification for high non-resident fees is that these 
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Regulation in the interests of the health and safety of 

Qaklandfs population is another function of fees, 

official cites learning t o  sail as an example of safety and a 

catering permit as an example of the health criteria. 

A recreation 

Finally, fees are set to recover costs and to bring in extra 
, 

revenue for enriching or broadening a particular program. 

programs are expected to partially pay their own way. A sailboat 

costs $1200 and golf courses are expensive to build and maintain, 

High-cost 

Fees €or sailing only partially recover costs, but golf courses are 

expected to pay €or themselves. 

make a profit from its green fees and concessions; for example, the 

In some cases a golf course may 

Lake Chabot Municipal Golf Course made around $39,000 in 1965-66. 

' Another City golf coursel however, lost a greater amount. 

The functional criteria, which we have been discussing, tell 

us why fees are used by the Recreation Department; they do not nec- 

essarily tell. us how, These criteria of equity, administration, and 

regulation, explain which recreational activities are likely to have 

fees, However, the actual fee cannot be determined by this diverse 

set of policies or criteria, 

'conflict with each other. 

In any one situation the criteria will 
t 

How does one insure the attendance of 

poor childrent The official wants the child t o  have a commitment to 

L E  

attend, but the child is too poor to pay the fee, 

Even if we assume that only one criterion is operative, we 

. will still, not know how the fee is set: 

dominant criterion for the operation of golf coursese But the sep- 

arate green gees, locker room charges, and concession rates are not  

based directly on costs, Unlike many other City Departments, the 

Recovery of costs is the 
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Recreation Department does know its own costs. The Department can 

easily tell you the operating, revenue, and attendance for each C i t y  

swimming pool or golf course because the information is used for 

budget execution, However, prices are set by what other cities 

charge. Swimming pool fees are related to the "fees charged in 

nearby jurisdictions for similar services." Family camp fees 

must take into consideration the charges made by other com- 
parable municipal family camps such as Berkeley, Sacramento, 
and San Franciscoe Green fees are established in line with 
those being charged at! comparable public courses in the area, 
such as Tilden, Alameda, and the Marine course in San Leandro, 
, . Fees charged for lighted tennis courts are similar to 
those charged by other park and recreation agencies in the 
Bay Area,, 

The rule of competition, charge what your neighbor charges, 

A City official does not have to worry about is a useful shortcut, 

public acceptance when he knows the market price,, But the use of 

this rule does result in anomalies or inconsistencies in the De- 

partmentss application of their own criteria. Fees for the swimming 

pools are supposed to be set so as not to deter use, but since 1958 

pool attendance has declined 30 percent. 

related to the increase in fthigher proportion of low income partici- 

The redaction is directly 

pants." If the main objective of the Oakland Recreation Department 

is to provide recreation particularly for children, then surely there 

is something wrong in their current pricing policies. Since low-in- 

come chfldren are the biggest users of the pools, perhaps even the 

minimal fees are ~ Q O  high if the ability t o  pay criterion is taken 

seriously, Some adult activities generate a surplus while other 

adult activities 

used t o  improve or enlarge the particular activity which generated it, 

The Superintendent is happy as long as total se~enue is between 20 

o not begin to pay their way, The surplus is usually 
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and 25 percent of his budget; he does not insure that all adult 

activities pay their own way, 

A flagrant violation of the Department's own norms is the 

support which is given to the Oakland Industrial Recreation Asso- 

ciation. Founded in the early 1920's, this joint program provides 

recreational activitj.es for forty-nine industries with about 50,000 

P adult employees. The OIRA is charged a minimal amount 'for clerical 

services but is not charged for the costs of the Recreation Director 

associated with the program. The Recreation Comission justifies 

this subsidy by pointing to the familiar rule, *at is good €or 

business is good for Oakland: 

From an industrial standpoint, the OIRA presents one of the 
finest selling points that Oakland has to offer. 
contemplating relocating gives consideration to the organized 
recreation facilities of their employees, 
that this program will increase as the Oakland industrial growth 
continues, 

Any industry 

It is anticipated 

Some of these inconsistencies are probably due to the com- 

plexity of a decision process which involves so many activities. 

The Department keeps track of six swimming pools, fifteen club 

houses, Lake Merritt boats and launches, golf courses, camps, and 

a variety of dance, music and craft classes, Another element of 

this complexity is that revenue criteria can change with the growth 

of an activity, Consider this description: 

The Oakland Christmas Pageant was initiated in I919 as a com- 
munity service to:celebrate the Christmas Season in Oakland, 
For many years the pageant was given free of charge. 
the attendance was large and it was difficult to anticipate the 
number of people who would attend, To exercise control over 
this problem, a very small fee was set and money was donated 
to the School Milk Fund. The costs of the pageant increased 
over the years and it was decided by the Recreation Comission 
to partially defray some of this cost by aihission fees, 
mission fees and reserved seat fees were established and the 
money was deposited in the Recreation Fund rather than serving 

However, 

Ad- 
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as a donation to the School Milk Fund. It is the policy of 
the Cornmission to partially defray the cost of the pageant. 

The pageant is a child-centered activity and originally it 

had no fee. Then because of the administrative need to stabilize 

attendance a small fee was set to regulate attendance. But costs 

became t o o  high; so the cost recovery norm was introduced. Parents 

are charged $1.00 or $1,50 to see their children participate. 

was once a wholly subsidized activity is now one-third self-support- 

ing . perception of the City revenue constraint and the 

desire to appear responsible and business-like encourages Recreation 

Department officials to compromise their own professional recreational 

What 

Their 

objectives and attempt to recover costs. 

City Departments cannot be used to maximize revenue 

The sections on the City Departments have stressed their 

diversity of revenue behavior which differs by the services they 

provide, by their reasons for levying fees, by their knowledge of 

costs and expenses, and by their degree of autonomy from central 

control, Departments do have in common the violation of the City 

norm of cost recovery., 

about revenue, and they are not fiscal innovators, For Departments 

that are concerned about revenue, service objectives often conflict 

In general, Departments are not concerned 
1 

I 

with or prevent revenue maximization, 

can, as in the case of the Recreation Department, compromise the basic 

goals of the organization, 

minimal, events outside the Department's control can interfere with 

revenue objectives as was indicated by the discussion of the Auditor- 

ium and the Building and Housing Department, 

The revenue-service conflict 

Even when the revenue-service conflict i s  

Department officials 



105 

in the City are the spenders not the providers. City Departments 

cannot be used to maximize revenue. 

Surrnnary 

In this chapter, I examined the effect of the City's revenue 

constraint on the behavior of its principal officials, 

among all City officials is the Manager. 

and socialization agent. 

clined to forget about the lack of money, he will remind them of 

Oakland's impoverishment. 

Pivotal 

He is the fiscal innovator 

If City officials and the public are in- 

The revenue constraint intensifies his 

management beliefs in the separation of politics from administration, 

in the superiority of efficiency, and in his emphasis on fiscal 

realism in finding revenue to offset the property tax. 

cil's behavior reElects the influence of the Manager. 

The Coun- 

Councilmen 

are not initiators of tax policy, but they do protect the City's 

tax base and consider taxpayers their constituents. 

business orientation and are knowledgeable about taxes, 

worry less about service and more about cutting costs, 

They have a 

Councilmen 

The Council 

5s the caretaker of the tax rate. 

consequences of Oakland's revenue constraint, but they are not the 

key to the City's revenue problems. Their service objectives con- 

flict with revenue maximization, They do not always know their costs 

and set their rates by other criteria, 

cannot break even due to events outside their control, 

City Departments live with the 

Even commercial Departments 

Finally, the 
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fragmented nature of the City of Oakland's organization reinforces 

the lack of Department concern and diversity of revenue behavior. 

The City Manager and his finance staff are the City officials 

who have to worry about the lack of revenue. They play tIie important 

boundary function which helps the City maintain itself. Their search 

processes, decision rules and tactics are crucial to an understanding 

of Oakland finance, a subject which I will discuss in the next chpter. 

i 

t 

.. 
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CHAPTER IV 

THE REVENUE PROCESS AND PUBLIC AVOIDANCE 

Having discussed Oakland's fiscal discretion and identified 

its key fiscal actors, 1 will now present an analytical framework in 

which to integrate this material, using the concepts of the Simon- 

March-Cyert focus on "good enough" decision-making and the perspective 

which is achieved by considering the City as an open system.' 

- 

This 

framework has two major components: (1) the stages of the revenue 

process from search and decision through administration; and ( 2 )  the 

tactics which the revenue subsystem uses to cope with environmental 

uncertainty. When fully developed, the framework shows that Oakland 

officials withdraw from the public--that officials obtain revenue by 

public avoidance. First, I will define the terms: (1) revenue sub- 

system, (2 )  environment, and (3)  tactics. 

- 
The revenue subsystem. The revenue subsystem is the recurring 

role behavior that is associated with the supply of revenue to the 

City (the system).2 One does not have to adopt the complete concept- 

ual paraphernalia of general systems theory to observe that the City 

Manager and his small finance staff help the City to survive by finding 

new sources of revenue, 

role network are the Manager, Finance Director, and a few analysts. 

Councilmen and some Department heads are on the periphery. Council- 

men act as legitimators of the subsystemOs policies and occasionally 

At the center of the revenue subsystem's 
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provide informational inputs to the subsystem. Similarly, Department 

heads (such as the Traffic Engineer) may suggest revenue opportunities, 

but for all practical purposes, the revenue subsystem is the Manager 

and his finance staff. 

The critical boundary function of the revenue subsystem is 

to maintain the City system by insuring adequate financial resources 

for task performance by the Departments. The subsystem's function is 

not adaptation: the subsystem does not plan or conduct research seek- 

ing to anticipate extreme environmental change. Indeed, Oakland's 

revenue constraint drives out planning. 

improvement plans if there are no resources to fund them? 

Why devise elaborate capital 

City offi- 

cials are just beginning to sense that their environment is changing, 

. but they have not developed a social subsystem to cope with this change. 

'Oakland's revenue subsystem is not directed toward obtaining large 

enough chunks of resources to deal with the extensive social and econ- 

omic problems which exist. The subsystem looks inward and has a short- 

term time perspective of no more than three to four years. Expenditure 

and revenue policies, the output of the revenue subsystem, are directed 

to the preservation of the status quo and the meeting of the monthly 

payroll. ' 
! 

The environment. 

but it is not a residual category. 

The environment is difficult to define, 

It is definitely not some lump 

of significant others which political actors must take into account, 

The environment is composed of some of Oakland's citizen-leaders 

(see Chapter VII), heads of tax associations, City employee union 

representatives, State and federal officials, and heads of indepen- 

dent City agencies such as the Port Commissioners, Behind these 
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escent majority, unaware of taxes, that can be mobilized when a tax 

issue is salient. 

Tax issues at the local level are salient only to small 

attentive publics. IR Oakland, the politics of local taxation is 

not intense and involves few actors. This low-intensity politics 

is characterized by a fragmented environment and dominated by bureau- 

crats or professionals, 

The environment is fragmented not only by usual sources of 

cleavage (such as party, class, and race). but by the tax or revenue 

source itself. In Chapter 11, I pointed out the myriad sources of 

local revenue and Oakland's. A fragmented tax structure Contributes 

to a fragmented environment composed of many, small tax publics. 

There is a transient-occupancy-tax public, and there is a cigarette- 

tax public. With the exception of tax association representatives, 

those people in the environment who care about taxes care only about 

specific taxes, and so the environment becomes fragmented, For the 

sewer service charge,the attentive public is composed of actors from 

the few canneries and packing plants and their trade associations, 

These people are actively concerned about the charge because of. its 

potential effect on their profit margins. Probably they would not 

be concerned about the cigarette tax or the transient occupancy tax. 

The hotel and motel men were concerned about the transient occupancy 

tax when it was adopted, The cigarette retail and wholesale distri- 

butors were concerned abouf'the , ,  cigarette tax when it was adopted. 

Although the attentive public for any tax may be small, it 

s t i l l  is a source of uncertainty, The revenue subsystem is concerned 
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about two types of environmental uncertainty: 

(1) What is the threshold of approval or opposition to a pro- 

posed change in the tax structure? In other words, what will the 

traffic bear? 

(2) Will there be any new expenditure demand which cannot be 

avoided and for which the City has insufficient resources? 

The tactics. Tactics define the relationship between the sub- 

system and the environment. By using tactics, the revenue subsystem, 

with its limited rationality, seeks to reduce environmental uncer- 

tainty and to minimize potential conflict. There are three types of 

tactics: 

(1) Consensual -- the subsystem perceives a consensus on tax 

matters and ignores the environment, 

(2) Negotiatory -- the subsystem, on a face-to-face basis, 
' 

conducts transactions with elements in the environment. 

(3)  Anticipatory -- the subsystem accepts the environment as 

given and attempts to manipulate it. 

As Figure 4 illustrates, the revenue subsystem uses all three tactics 

to avoid public conflict, Avoidance, paradoxically, links the revenue 
! 

subsystem to the environment. 

Consensual tactics do not involve fnteraction with elements 
3 of the environment, Following the adage, "an old tax is a good tax," 

the revenue subsystem uses consensual tactics to make incremental 

changes in existing revenue sourcese Subsystem members adjust rates 

and extend the coverage of a tax without any public participation 9r 

consultation. 

which lacks public salience, with impunity, 

The subsystem modifies the existing tax structure, 
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onsensua 

Fig. 4-1 -- Tactics to Avoid Public Conflict 
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In Oakland, negotiatory tactics are used with cooperative 

friends. 

involves quibbling over price. 

be adopted but how much the public will pay, and there is not much 

conflict because the subsystem gives up fiscal discretionO4 The re- 

venue subsystem does not attempt to control or to bargain with unco- 

Such negotiation between the subsystem and the environment 

The issue is not whether a tax should 

operative and abrasive elements of the environmenta. Instead, the sub- 

system contracts boundaries to reduce environmental conflict and avoid 

uncertainty. 

hypothesis of coping with environmental uncertainty. 

Such behavior is the antithesis of the system-expansion 
5 

This withdrawing system behavior carries over to a heavy 

reliance on anticipatory tactics which substitute for negotiation. 

The more the subsystem anticipates environmental change, the less it 

needs to negotiate with its environment through an exchange process 

such as cooperation or bargaining. 

so as to avoid having to negotiate, 

to fight and lose is the rule. 

confront the taxpayer but prefers to hide taxes so that they will not 

be felt. The subsystem manipulates the environment rather than trans- 

The subsystem anticipates reactions 

Better to lose and not fight than 

The revenue subsystem does not seek to 

acts with it. 

. . .  

A preview of the revenue process. The revenue subsystem 

avoids the public and uses anticipatory tactics through each stage 

of the revenue process, as shown in Table 4-1. When the subsystem 

searches for revenue, it anticipates future expenditure requirements. 

The subsystem anticipates its revenue needs for the short term, mak- 

ing no attempt to optimize revenue input to the City over time, 
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TABLE 4-1 

OAKLAND'S REVENUE SUBSYSTEM RELIES ON 
ANTICIPATORY TACTICS 

Revenue Process Stage - Subsystem Tactics 

Search ., . a . a e e . e . , . . Anticipatory 
Decision . . . . e e e . . . . . . Anticipatory 
Acceptance . a ., e . . . e a . . . Anticipatory, Negotiatory 
Administration . e . e . . . . e . Anticipatory, Negotiatory, Consensual 

_I_' - 

When the subsystem decides on a particular revenue source, it antici- 

pates taxpayer resistance. The choice of a new tax is based on simpli- 

fying tactics. Looking for precedents takes the place of tax policy 

analysis. When the subsystem is seeking public acceptance of its new 

tax, it keeps the attentive public small by anticipatory tactics. For 

example, by proposing taxes sequentially the subsystem fragments the 

attentive public so that it can negotiate with friends. 

the subsystem administers the tax structure, it seeks to avoid future 

confrontations with the public. Revenue is estimated conservatively, 

Even when 

and the property tax is never cut to a minimum. Much administrative 

revenue behavior involves hedging, building financial surpluses , and 
L 

other short-term contingency schemes. 

Limited rationality also characterizes revenue behavior. 
> 

The subsystemss limited rationality and its use of anticipatory tac- 

tics are related at various stages of the revenue process, 

estimated conservatively because of the simple methods which are used 

and also because subsystem members want to hedge against expenditure 

demandse Search is simple and selective because the Subsystem Looks 

Revenue is 
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for taxes which are more likely to be accepted by the public. A t  

each stage of the revenue process the subsystem cannot fully pre- 

dict outcomes and copes with this uncertainty by attempting to anti- 

cipate public reactions, The subsystem's fear of the public and its 

limited rationality converge in the revenue avoidance process. From 

search, to decision, to acceptance, and finally to administration, 

the subsystem avoids the public. 
- - .  s .  - 

Search 

Search initiates the process of coping with the City's re- 

venue constraint*and anticipates future expenditure requirements. 

The open-ended nature of the revenue problem encourages the search 

activity to be recurring. 

at many but not all revenue sources. 

ferences, resource limitations, and diverting environmental. demands, 

The revenue subsystem attempts to look 

Because of their own tax pre- 

search is fragmented and superficial. 

immediately useful because of environmental uncertainty. 

Some search efforts are not 
I 

Search can 

be make-believe and ritualistic, Finally, since the subsystem has 

limited search resources, it relies heavily on information received 

@om other cities and the League of California Cities. 

Revenue search is a recurrent activity 

Because of Oakland's fiscal constraint, the search for 

revenue fs a recurrent actjvity. Search behavior in Oakland departs 
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6 slightly from Cyert and March's concept of problemistic search. 

Lt is true that search is stimulated by a problem, but in Oakland the 

money problem is always there. The revenue problem is never solved. 

Only in some vague systentic sense of a community level of expenditure 

support can we see an aspiration level being set and satisfied. 

Within perceived tolerances of support, City officials simply seek 

to increase revenue, The revenue subsystem does not specify an aspir- 

ation level, but it acts to anticipate short-term environmental demand 

or change by developing a menu of potential revenue sources. Ari ap- 

proximate description of Oakland's dominant revenue search pattern 

is Thompson's concept of opportunistic surveillance: 

It is possible to conceive of monitoring behavior which scans 
the environment for opportunities--which does not wait to be 
activated by a problem and which does not therefore stop when 
a problem solution has been found,7 

Related to the concept of opportunistic surveillance are 

Down's notions of scanning and free information, which he includes 

as a minimal level of search in his models8 Downs believes that all 

officials conduct such scanning, while Thompson believes that oppor- 

tunistic surveillance is scarce, 

off point,out of equilibrium into a more intensive search process. 

For Thompson scanning is an opportunity, rarely taken, to cope with 

For Downs scanning can be a jump- 

environmental change, 

In Oakland, the revenue subsystem scans The Wall Street 

Journal, various professional periodicals such as Municipal Finance, 

and the League of California Cities publications, 

mented by phone calls and other professional contacts. 

mentary Stamp Tax on real property transfers was adopted employing 

Reading is supple- 

The City Docu- 
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such minimal search efforts. The League of California Cities sent 

Oakland a model ordinance for the transfer tax. After a few phone 

calls to neighboring cities and the League to find out what other 

cities were doing, a recommendation was forwarded to and adopted by 

the Council. 

minimal cost. 

Opportunistic surveillance is used frequently and at 

Oakland's search behavior emphasizes anticipation- and not 

r eac ti on to 

, not wait to 

for money. 
, 

a specific environmental stimulus. 

be hit with a salary increase request to begin the search 

Through opportunistic surveillance the revenue subsystem 

City officials do 

has its menu of suggested new sources from which the Council can 

choose, Over a year after a utilities consumption tax had been iden- 

tified as a possible revenue source the Council adopted it to meet 

police demands for higher salaries. Occasionally search w i l l  be of 

the specific stimulus-reaction type when the revenue is needed to 

finance capital projects such as the Museum and major sewer replace- 

ment. Because capital projects usually are deferred, the dominant 

search pattern is oriented to future operating expenditures which 

facilitate a generic revenue hunt separated from environmental 

demandsa 

projected use of the funds, 

Subsystem members search for revenue irrespective of the 

Generally Cyert and March's assumptions that search is mo- 

tivated, simple-minded, and biased fits Oakland behavior, ,However, 

proFlems and resulting search patterns should be differentiated, as 

shown in Figure 4-2. Open-ended problems, such as Oakland's revenue 

constraht, should be distinguished from closed problems, capable of 

short-term solution, Closed problems are related to simple stimulus- 
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MODEL I: OPEN PROBLEM STIMULUS 

7 Recurring 

I Open Problem 
Environmental (e.gsg Operating 

Data Base-- 

MODEL XI: CLOSED,.PROBLEM STIMULUS 

Closed Problem 
Environmental Problemis tic 

Data Base-- Alternatives 

Figure 4-2 -- Two Search Models 
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reaction types of search behavior, 

it makes sense to talk about alternatives and satisfying solutions, 

In the open problem context there are no satisfying alternatives; 

In the closed problem context, 

I 

€or example, no single identified revenue source is large enough in 

dollars to stop search behavior, For balancing the year's budget, 

sources on the revenue menu may be used additively or as alternatives. 

But balancing the budget is a closed problem and the creation of the 

revenue menu is an open problem because it is designed to cope with 

the budgets of the short-term future. 

will require additional revenue, City officials seek to control their 

environment. Recurrent, anticipatory search is one mechanism of un- 

certainty avoidance, 

By anticipating that the City 

9 

Revenue search is fragmented and superficial 

The revenue subsystem has not the time, data base, and staff 

The Financial to conduct a comprehensive review of all City revenue. 

Capability Studyo as it evolved in conceps, was to undertake a compre- 

hensive review. Departments would review their fees and minor charges 

and the Finance Department would summarize the Departmental work and 

analyze the major sources of revenue such as sales tax and the business 

license, 

tion to officials who are not in the revenue subsystem and have dif- 

ferent perceptions and concerns, 

about the City's revenue constraint, and major and minor revenue sources 

The total work load was spread throughout the City organiza- 

The Study did educate some officials 

were added to Oakland's tax structures However, the Study was compre- 

ensive neither in scope nor in the intensity of the review process. 

Revenue search in Oakland is fragmented and superficial and the 
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behavior associated with this study was typical, The following dis- 

cussion of the Financial CapabiLity Study indicates some reasons why 

revenue search could not be comprehensive, 

The revenue subsystem conducts search operations from a 

rudimentary information system base, 

Study, the Manager initially wanted a review of all the myriad fees 

which the City levied, 

could be raised and second to look for areas in which the City was 

not but could be charging, such as collecting fees from attorneys 

for accident reports. Search was expected to be simple-minded and 

€ollow Cyert and March*s rule of searching “in the neighborhood of 

In the Financial Capability 

His advice was first to see if existing fees 

the current alternative. ,I 10 

However, seeking information around the current alternative 

assumed that the current alternative was known and defined, 

the point of departure, the existing revenue structure, was ill de- 

fined, Finance officials did not’know who was responsible for what 

revenue source. 

In fact, 

Because they did not know, they made the Departments 

responsible for omissions; thus some fees were sure to be overlooked. 

As the City-Auditor noted, Departments collect fees when there is no , 

legal basis for doing so and do not collect when they. are supposed 

to. There was no manual listing all City revenues, which could be 

used to cut the subsystem’s information costs. 

The revenue subsystem does not have control over requisite 

informational sourcese 

effect of the Port’s possessory interest practices and discovered 

The subsystem attempted to determine the 

that neither the Port, the City9 nor the County Assessor had a com- 
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plete list of City property which was under Port control. 

knowing which land the City owned, the difference in assessed valuation, 

due to leasing arrangements was impossible to compute. The fragmented 

nature of Oakland's political system also contributed to the inadequacy 

of the data base. For example, information from autonomous organiza- 

Without 

tions such as the Redevelopment Agency and the Coliseum Corporation was 

difficult to obtain, Although these agencies received revenue related 

to City operations, they did not know their own revenue status and re- 

fused to project revenue receipts. Because these agencies did not 

want to commit themselves, there was no incentive to cooperate. 

The revenue subsystem excludes or downgrades some revenue 

sources to cope with the consequences of a comprehensive review. 

Concentrating OR a review of the total revenue structure reduced 

the time for considering departures from the existing base and menu. 

Trying to review everything, the subsystem had trouble focusing on 

particular revenues. 

but the number of particular sources which required attention inundated 

Departments did not make many revenue suggestions, 

the subsystem. There was a tendency to aggregate or group revenue 

sources as means of coping with the detail. The more revenues were 

grouped to make the review manageable, the less it was possible to take 

action on single fees, 

system put aside many revenue suggestions for future investigation. 

Reimbursements were ignored because of the lack of a clear definition 

Because of the information overload, the sub- 

of what should be included under the rubric of revenue. Bonds and 

federal funds were downgraded in importance because of previous unre- 

liability, State gas tax and other funds which are outside the City's 
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discretion were also excluded. 

The revenue subsystem includes its own tax preferences. - 
Bias in the search process acted against comprehensiveness by exclu- 

ding some revenue sources and including others. 

was to create salience and some criteria for increased attention. 

To have preferences 

Some revenue sources got more intensive search than others because 

the Council or the Manager had expressed an. interest in them. 

In Chapter 111, I described the Nanager's inclination toward 

The initial emphasis on fees in the Study fiscal realism and detail. 

was a product of his recognition of the City's narrow fiscal discretion 

and his detailed administrative style. The Manager also drew the boun- 

daries for search by stating where not to search. 

pragmatic flair, he cautioned not to bother with building inspection 

fees set by Western building codes because they could not be touched 

politically, The Finance Director also introduced search bias. He 

felt that utility companies had an excessive tax advantage in Calif- 

ornia and should pay more money to the cities; so he had an analyst 

search the statutes to see if it'.was possible to levy an in lieu tax 

on local utilities. A Councilman was unhappy about the City putting 

With his usual 

money into the Coliseum and not getting any revenue and had openly 

advocated an. admissions or amusement tax. The subsystem reviewed 

the admissions tax despite its concern for the possible effect on 

Oakland's obtaining a major league baseball franchise. 

The revenue subsystem has many demands on its resources. 

The subsystem couldnotspend all of its time, energy and expertise 

on revenue searcho Budget preparation and execution, Model Cities 
/ 
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gra.ntsmanship, and other more pressing work intervened, so that 

search had to be cut down to the size of the subsystem's own resource 

constraint. Like many administrative situations, the agenda was set 

by environmental forces outside the control of the subsystem. 

Given the limited resources which the subsystem can devote 

to revenue search, City officials are satisfied to find a few revenue 

sources which can be added to the tax structure, After identifying 

a likely revenue source, the subsystem concentrates its efforts on 

computing the yield for several rate schedules and roughly testing 

political and administrative feasibility, 

conduct an economic analysis because it does not have the time, ex- 

pertise, or inclination to trace the effects of a tax. 

The subsystem does not 

Incidence is 

a word which is not in the vocabulary of most of the members of the 

revenue subsystem. The subsystem does not waste its few resources 

in studying revenue in depth but prefers to examine as many different 

revenue sources as it can. Small dollar sources receive as much atten- 

tion as large dollar sources. Comprehensive search has to be limited 

because of the subsystem members' own tax preferences, the inadequate 

data base for the current tax structure, the lack of organizational 

control over informational inputs, and the diversion of subsys tem 

efforts to more pressing assingment. 

Revenue search becomes make-believe when there are few alternatives 

The effort devoted to gathering intelligence about revenue 
- 

sources which the subsystem believes will not ameliorate the City's 

current revenue constraint is ritualistic search behavior, Officials 

go through the same motions, perhaps with less intensity, but they do 

\ 
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not expect much to happen: the tax will not be implemented and the 

grant will be too small. 

only in areas of likely payoff. 

are hard to find; so the revenue subsystem searches for uncertain, less 

reliable sources and in areas of past failures. 

subsystem expected the past failure, the municipal or payroll income 

If officials had a choice, they would search 

However, new acceptable revenue sources 

No one in the revenue 

tax, to be adopted by the Council and accepted by the public in the 

near future. Nevertheless, on several occasions the subsystem has in- 

vestigated the tax, computed the yield for Oakland, and submitted their 

findings to the Council to be ignored due to past opposition from the 

Chamber of Commerce and organized labor. 

In developing their reirenue menu, unreliable financing sources, 

such as bonds and federal grants, are ritualistically included within 

the scope of search. 

is not in using the funds but in relying on them. 

tions, and a revenue source which relies on the voter introduces un- 

certainty. The Finance Director cites a primary advantage of lease- 

purchase financing as not requiring elections. Similarly, revenue 

bonds are preferred over general obligation bonds because they may not 

require eiections, or if they do, only a majority vote is necessary 

for approval. 

The revenue'subsystem bias against these sources 

Bonds require elec- 

! 

11 

The Mayor, Manager, and several Department officials go to 

Washington to get federal grants, 

the game, but they are skeptical. 

introduces uncertainty. 

the amount of federal funds which the City will receive in the short 

They fill out the forms and play 

Dealing with the federal government 

The revenue subsystem has no way of predicting 

term future, Officials are content to know which funds are coming inj 



and they reduce their anxiety by looking at revenue which is tied to 

committed or ongoing programs. 

Trying to anticipate the reactions of the Council and citi- 

zens and whether the federal government will grant the requested funds 

are forms of environmental uncertainty. Generally, the more environ- 

mental uncertainty attached to a revenue source, the more the search 

behavior will be ritualistic. Sometimes ritualistic search is con- 

ducted for the sake of completeness so that officials can say: yes, we 

investigated that revenue source. 

testing tactic that assumes the revenue source will not be adopted the 

first time but might in the future. 

is a way of accepting uncertainty and living with it. 

search behavior cannot resolve Oakland's revenue problems. 

sometimes a grant comes in, or a bond issue passes, or the Council 

passes a tax when there is some vocal opposition, but most of the time 

Sometimes ritualistic search is a 

In most cases ritualistic search 

Ritualistic 

Of course 

ritualistic search behavior results in nothing except reducing bureau- 

cratic anxiety. 

Revenue search relies on an intercity communication network 

City officials do not investigate any revenue sources in 

depth, 

mation costs, 

rectly, cities in California are continually exchanging revenue in- 

telligence in search of precedents, 

Oakland officials have an inexpensive way of screening revenue sources 

for political and administrative feasibility. For gdministrative prac- 

Instead they look for precedents as a way to cut their infor- 

Either through the League of California Cities or di% 

By writing and telephoning, 

tices, the subsystem is likely to check with smaller cities such as 
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Sacramento, Santa Monica, Long Beach, and San Jose. For political 

testing, the subsystem waits for the leadership of Large cities 

such as Los Angeles and San Francisco. The geographic boundaries of 

search are mainly within the State. 

contacts and reading, revenue subsystem members will be aware of 

Occasionally, due t o  professional 

revenue activity outside the State such as a major review of goals and 

resources in Dallas, Texas, Since most California cities share much 

the same revenue headaches, search is not complex and involved. 

fact that search is spread out geographically should not be inter- 

The 

preted as complicating the search process. Indeed, the city communi- 

cation network facilitates search. By consulting with other cities 

Oakland's revenue subsystem extends its own meager search resources. 

Search in Oakland is much closer to scanning or opportunistic 

surveillance than to a simple problem response. Sometimes search has 

a payoff; other times it is make-believe. 

but rather an extensive revenue hunt. 

It is never an intensive 

Thus search is an open-ended, 

minimal cost activity which anticipates generic revenue requirements 

for the short term time period. The product of the search activity 

is the creation of a revenue menu for members of the revenue subsystem 

to select'taxes when needed. 

Deci s ion, 

In selecting a tax from the revenue menu, fAe revenue sub- 

system habitually applies anticipatory criteria, Justification to 
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the Council, maintenance of public acceptance, and ease of administra- 

tive execution are factors which the revenue subsystem anticipates in 

making revenue decisions, Balanced against the benefits of projected 

yields are the counterweights of political and administrative COR- 

venience. 

In Table 4-2,  high and low political costs have been juxta- 

posed against high and low yields. From examining previous tax 

selection decisions, it is the low yield-low political cost revenue 

---- 
Table 4-2 

THE SUBSYSTEM SELECTS LOW YIELD-LOW POLITICAL COST REVENUES - 

Yields 

HIGH 

LOW 

Political Costs 

HIGH LOW 

source. which has the greatest probability of choice by the revenue 

subsystem. The minus sign in the table indicates a l o w  chance of 

selection and the zero indicates that no known taxsource falls in 

this category. 

Political costs are incurred when the subsystem activates 

a segment of the environment and is forced to negotiate.12 These 

costs could be measured in terms of sacrificed resources (such as 

time), adjustment in ratesp earmarking of funds by elements of the 

environment, or Council rejection of the legitimacy of the subsystem. 

With no predictable constituency for increased taxes, the subsystem 

seeks to avoid conflict and keep the public small and quiet, 

c -.. 
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A high yielding source is arbitrarily considered to add ten 

percent to the existing revenue structure (about $5-6 million), 

eral years ago the sales tax probably was a high yielding and low 

political cost revenue source. 

has not uncovered any new revenue source which has a high yield but 

low political costs. 

Sev- 

Today, the subsystem, unfortunately, 

A revenue source, such as the municipal income 

tax which has high political costs and high yield is not likely to be 

seriously suggested for Council adoption. A low yield, high political 

cost revenue source such as an entrance fee to the museum is not likely 

to be levied because the expected political conflict islmuch greater 

than the expected revenueo The net result of the subsystem calculus 

is the selection of low yielding taxes w?aich involve minimal political, 

costs and only a small segment of the environment. 

The revenue subsyitem faces a greater amount of uncertainty 

in estimating political costs than yields. 

system adopts are designed to reduce this political uncertainty, 

The tactics which the sub- 

Avoid taxpayer resistance: follow the leader 

The subsystem never pioneers a new taxo It uses other 

California cities to test the legality of a revenue source and to 

ascertain its political acceptance. 

stance for new taxes. If other cities get away with a new tax, then 

maybe Oakland can., In California there is tax leadership among the 

cities which is similar to price leadership in an oligopolistic econ- 

omic situation, 

or San Francisco passes a new tax, and then they wait for a smaller 

city to adopt it, FOP example, after Los Angeles and Pacific Grove 

Oakland adopts a wait-and-see 

The subsystem watches what happens when Los Angeles 
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had passed the utilities consumption tax, Oakland adopted it, Now 

several other cities are getting on the bandwagon, 

By finding precedents in other cities, the subsystem can 

screen a new revenue source over time for political feasibility. 

The subsystem once seriously considered a property transfer tax. 

Both Los AngeLes and Arcadia had had some success with the tax, but 

then other cities such as Santa Barbara, Piedmont, and Berkeley ran 

into opposition from local real estate brokersf associations. The 

opposition in these cities was so strong that the property transfer 

tax was defeated by municipal referendum or repealed. 

Oakland's revenue subsystem dropped consideration of the tax. 

much easier to go along with the State Documentary Stamp Tax which 

taxed the same base, real property sales, but yielded only a fraction 

of the property transfer tax (about 5%). The subsystem traded poten- 

- 

Thereafter, 

It was 

tial political costs for a lower yield. 

The use of the city comunication network to find revenue 

precedents can be damaging because it reduces the likelihood of 

radical departure from existing California revenue sources, The fact 

that other cities throughout the country have adopted some vers2ons of 

a municipal income tax does not impress Oaklandfs revenue subsystem, 

A California city has to break the ice before Oakland Will move. 

Obviously if all California cities wait for some other city to initi- 

ate a new revenue source, the financial condition of local government 

will not be significantly improved, Fortunately for Oakland, there 

are a few California cities which are willing to fight political 

battles to get revenue, 
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Avoid taxpayer resistance: indirect taxation 

The revenue subsystem chooses taxes to avoid public involve- 

ment. 

sources which no one will know about until the tax has to be paid and 

perhaps not then, How to find taxes that will be paid but not felt 

is the subsystem's decision problem. 

lem, as Buchanan's discussion of Amilcare Puviani's work on public 

finance i1lu~trates.l~ About seventy years ago Puviani suggested that 

The subsystem's objective is to have the City adopt revenue 

Evidently this is not a new prob- 
- 

rulers create lvfiscal illusions" to minimize taxpayer resistance and 

"have the effect of making taxpayers think that taxes to which they 

are subjected are less burdensome than they actually are. v114 

suggested several means for creating fiscal illusions. 

on a fragmented tax structure with many small taxes and indirect 

taxation such as excises is congruent &th the behavior of Oakland's 

revenue subsystem, 

Puviani 

His emphasis 

Oakland participates in a nationwide trend of State and local 

government reliance on indirect taxation. In addition to the State 

sales tax, and gasoline taxes, Oakland has levied a transient occupancy 

tax, cigarette tax, utilities consumption tax, documentary stamp tax, 

and has been contemplating the adoption of an admissions 'tax. All of 
I 

these taxes are indirect taxes on sales transactions, 

Eckstein reports that the "American tax system has been 

gradually changing toward indirect taxation. There are many reasons 

for this trend, such as the often stated preemption of the income tax 

by the federal government, I am not suggesting, therefore, that the 

nationwide trend toward indirect taxation is mainly due to the bureau- 

cratic desire to reduce the taxpayerrs awareness of his burden, For 

1 .  . 
I - -  
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Oakland the explanation is simple. The revenue system has limited 

discretion to begin with, and by its follow-the-leader rule the sub- 

system has excluded, for the time being, municipal income taxes. 

Officials believe the property tax is exhausted, Other than fees and 

charges, what is left? Indirect taxes, chopped up by commodity to 

make them palatable, is the path of minimal taxpayer resistance. 

Oakland officials are conscious of looking for the path of minimal 
,- 

taxpayer resistance. A Councilman, at an open meeting, declared his 

support for the admissions tax by stating that it was like the.hote1 

tax (i.eop transient occupancy tax), because people do not know they 

are paying it, Oakland officials are not unique in their revenue 

behavior, Using indirect taxes as the path of minimal taxpayer re- 

sistance is a historical fact of public finance. In discussing 

taxation in England duringthe eighteenth century, Barker states: 

Here we touch an old issue of politics which is still with us. 
There is always a natural facility about indirect taxes. The 
payers of direct taxes, Walpole once remarked, were pigs that 
squealed if they were touched; the payers of indirect axes were 
only sheep that let themselves be sheared in silence. 16 

Avoid taxpayer resistance: small taxes and small publics 

Puviani also pointed out the illusory effects on the tax- 

payer of paying a lot of small taxes rather than one large payment. 

Oakland has a fragmented tax structure composed of small, low yielding 

taxesa Small taxes have two related dimensions, First, as Puviani 

suggested, the individual pays a lot of small different taxes which 

the subsystem expects the taxpayer will feel are nominal. Second, 

small revenue sources stimulate only a segment of the environment to 

gay attention to a particular tax, Oakland's fragmented tax structure 
I 

\ 



splinters the attentive part of the public. 

Small taxes are hidden taxes, Usually the taxpayer pays 

without complaint. Resistance occurs at Council meetings after the 

tax bills are received, 

with token complaints, 

considered, the Chamber 

a Council meeting. The 

In any case, the subsystemhas to cope only 

When the utilities consumption tax was being 

of Commerce made a perfunctory appearance at 

Chamber requested a sliding scale because 
17 LI business might leave Oakland, The Council turned down the request 

and adopted a flat charge of five percent on all utility bills other 

than water. Besides some grumbling from the utility companies who 

would do the collecting for the City, and a few letters from business 

and industrial groups such as the Oakland Wholesale Fruit and Produce 

Merchants Associati'on, the tax was passed with practically no oppo- 

sition, After the bills were sent out, some small consumers complained, 

The Finance Director received a total of fifteen letters and an average 

of five telephone calls a day for the first month and a half. The 

Director expects to take to court about fifty citizens who refused 

t o  pay the tax. The tax The revenue subsystem had chosen wisely, 

was small enough not to activate a large vocal opposition. Taxpayers 

complied without complaint, 

When taxes are nominal, the taxpayer does not bother to com- 

plain, 

are probably greater than the charge, 

Once, by mistake, the East Bay Municipal Utilities District billed 

Piedmont residents for Oakland's sewer service charge, Forty percent 

The costs of protest in terms of taxpayers' energy and time 

Small, hidden taxes work, 

of the Biedmont residents who were 

without question, One might argue 

billed paid 0ak.land the charge 

that sixty percent of the Piedmont 
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residents did not pay and therefore hidden taxes are not effective. 

However, f o r  a Piedmont resident to pay an Oakland bill is similar 

to an individual paying a bill from a department store in which he 

knows he has no account, Most people would call the department store 

to complain. 

paid without complaint substantiates the effectiveness of nominal 

The fact that forty percent of the Piedmont residents 
-. 

- 
taxes . 

If taxes are to remain hidden, then rates must be nominal. 

How does a member of the revenue subsystem know that a rate is nominal? 

How small is small? 5 Where will be the threshold of political oppo- 

sition? In considering a rate , revision to the sewer-service charge, 

for example, members of the subsystem disagreed on what tactic to use. 

The Finance Director wanted to build up the charge slowly, making 

small changes each year until the charge was one dollar for residents. 

The Manager wanted to go directly to one dollar, The Finance Director 

felt that the impact of the charge should be softened by piecemeal 

change, 

would bear, 

opposition was encountered. 

Each official had a different perception of what the traffic 

Finally rates were revised to one dollar and no public 

The more desperate officials are for 

revenueo the more likely they are to raise their perception of the 

threshold of political opposition. 

. 

- -. 
Officials can make adjustm&its, other than rate revisions, 

Cutting down the coverage of a 

For example, when the subsystem decided to include 

to keep the attentive public small, 

tax is one way, 

vending machine operators under the business license, it concluded 

that the tax would not apply to nickel and penny machines, The ex- 

pected revenue was not worth the expected trouble, 
., 
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Fig. 4-2 Revenue Menu 

Follow the 

Small Taxes 

! 

i 
I 

Figure 4-3 -9  Anticipatory Decision Rules 
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As is shown in Figure 4 - 3 ,  low yielding taxes are the con- 

sequence of decision rule tactics which are designed to minimize 

taxpayer resistance. Follow the leader, use indirect taxes, encour- 

age a fragmented tax structure, have nominal rates: these are de- 

cision rule tactics to Reep the attentive public small, t o  avoid the 

public, and to cut off opposition before it develops. The subsystem 

prefers to anticipate the political costs of a revenue source. When 

it cannot estimate the political costs, it retreats to ritualistic 

behavior and suggests the source as a trial balloon with some other 

tax to see what happens. If significant opposition develops, it will 

withdraw its suggestion and wait a few years for the fiscal situation 

to further deteriorate and then suggest It again. The choice of low 

yield-low political cost taxes satisfies the subsystem's concern with 

environmental uncertainty and fulfills its function of organizational 

maintenance . 

Acceptance 

If members of the subsystem have selected a new revenue 

source wise'ly, then the problems of public acceptance will be minimal. 

Nevertheless, the subsystem continues to avoid the public even in the 

public acceptance stage of the revenue processs As shown in Figure 4-4 ,  

the subsystem attempts to avoid taxpayer resistance by proposing taxes 

sequentially, by adopting administrative arrangements which make public 

participation difficult, by negotiating with .friends to further resolve 
, 
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Fig. 4-3  

Administrative 

i 

B I 
! 

I 

I 

- Figure 4-4 -- Bublic’Acceptanee 
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conflict, and by justifying B new tax with the rhetoric of property 

tax relief. 

Taxes are proposed sequentially 

The attentive public can be kept small by fragmenting the 

Council's decision process. The Council, as gate keeper, is the usual 

site for the final acceptance or rejection of a new tax. If there is 

going to be opposition, it w i l l  show up in some form.at Council meet- 

ings. 

for approval at one timea 

The revenue subsystem does not submit its total revenue menu 

It tries not to link taxes so that approval 

of one may be dependent upon approval of another, Sometimes, because 

of the required dollar amount, the subsystem has to  submit several 

small sources simultaneously, The usual tactic, however, is to submit 

,revenue sources one at a time, Even if elements of the environment 

want to form a coalition in opposition, it is difficult to do so when 

the subsystem submits proposed taxes sequentially throughout the fis- 

cal year, 

Administrative arrangements keep the attentive public small 

After a tax passes, City officials will justify its adoption 

by pointing t o  the openness of the decision processI 

licized in the newspaperse 

open meetings, Public organizations were invited to testify, These 

The tax was pub- 

The tax ordinance was read three times in 

statements are partially true. 

Friends are usually invited to attend meetings. Official 

notices are burfed in the newspaper want ads. 

scheduled at inconvenient times and in rooms in the City Hall which 

Open meetings are 
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are not well known. When the sewer-service charge rate increase was 

passed, only a few citizens were able to find the meeting. 

the Council, members of the revenue subsystem, a reporter, a neighbor- 

hood association leader, a few business organization leaders, and my- 

self, there was only one non-affiliated citizen who had come to com- 

plain'about high taxes. The subsystem does not act to increase pub- 

lic consideration of taxes but adopts administrative arrangements which 

make public participation difficult. 

Besides 

Negotiation with friends 

Ironically, the importance of negotiatory tactics is that the 

subsystem generally avoids them. Negotiation means political inter- 

action with perhaps antagonistic segments of the environment, 

revenue subsystem has avoided conflict by giving up jurisdiction, 

As I pointed out in Chapter 11, City officials have given away fis- 

The 

cal discretion for the certainty and efficiency of State tax collec-- 

tions and distribution, Subsystem members negotiate with friends not 

enemies, Oakland officials attempt to form coalitions with similarly 

situated governmental officials, The subsystem members negotiate with 

individuals by cooperation in which a clear quid pro quo can be estab- 

Pished, Such tactics are characterized by minimal conflict. 

Because the subsystem prefers to avoid trouble by anticipa- 

tion, the instances of face-to-face negotiation on tax matters are 

infrequent, 

subsystem asked a representative of the Chamber of Commerce to inform 

the Council that the Chamber supported an increase in the transient 

occupancy tax, TheXhamber supported an increase because the tax fi- 

An example of negotiation by cooperation was when the 
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nanced a large part of its program, 

negotiation by cooperation will be discussed in Chapter V. 

example will illustrate the revenue subsystem's exchange of a rate 

modification for the concurrence of a segment of the attentive public. 

Amore dramatic example of 

This 

Cooperation extends to the subsystem's attempts t o  form 

coalitions. 

numbers. If cities act in concert, they reduce opposition claims 

Members of a subsystem believe that there is safety in 

to tax discrimination and enhance tax acceptance, 

Oaklaad's neighbors are fiscally starved, it seems reasonable for 

the officials to get together and propose the same tax. Recently, 

the Manager wanted San Francisco to propose an admissions tax to 

increase acceptance in Oakland. Usually Oakland tries to get other 

Since many of 

East Bay cities to form a coalition. However, attempts at coalition 

formation have been abortive. After a few meetings, the other cities 

drop out and Oakland goes it alone. As I will discuss in Chapter V, 

Oakland formed a coalition of East Bay cities to force a public utility 

to collect a city sewer service charge. after a while, the other cities 

decided to collect through other means such as including the charge as 

part of the city's business license, 

to use a utility company as its tax collector, 

may not accomplish its goal, the fact that it existed is still impor- 

tant* 

Oakland, however, went on alone 

Although the coalition 
. - -  

These short-lived coalitions are useful for justifying a new 

tax:. 

sidering the same taxo 

Oakland officials can properly state that other cities are con- 

For a new tax the revenue subsystem attempts to gain the 



acceptance of the public by using rhetoric. 

equitable. 

payer needs relief, 

attentive public and to keep the majority of people quiescent; 

to the property taxpayer is the subsystem's central justification for 

new taxes. Does the slogan have any content? By cutting a few cents 

off the property tax rate to make a new tax palatable, does the sub- 

system relieve the property tax payer? 

The tax is fair and 

There is an urgent need for the funds. The property tax- 

Slogans are used to gain the concurrence of the 

Relief 

If everybody wants relief for the property taxpayer, then it 

is reasonable to suggest taxes which will spread or share the burden. 

One way to cut down potential political opposition is to claim that 

you are doing what everybody wants. 

claim to spreading the burden may not provide property taxpayer relief 

at all. Relief, when it works according to the subsystem's tactics, 

relieves the taxpayer of his money and-not his tax burden. Property 

taxpayer relief is another.fisca1 illusion of reducing the taxpayers' 

Unfortunately the subsystem's 

percieved burden. 

':.Any suggested new tax is explained at Council meetings by 

its effect on the property tax, 

our tax rate, 

have to be raised by so much, 

This new tax will cut so much off 
! 

If we do not adopt this new tax, the property tax will 

Consider the passage of the uti1iti.e.s 

consumption tax which cut eight cents off the tax rate, After the 

Chamber of Commerce representative, M r ,  Sparling, made his pitch for 

a sliding rate for eighty-six large industries, the Council responded: 

Mayor: Thank you, Mr, Sparling, I am sure you know the purpose 
behind it, the theory behind it was that we are trying to relieve 
the property owner of tax and it appears that this is another 
method of spreading the tax OR another basis, 



Councilman: This tax was originally designed and recommended 
in order to relieve the burden of the ad valorem tax and if we 
don't get it from one place, we get it from another and the thought 
was, of course, to accomplish that purpose, we could put in this 
new tax instead of putting it on the real estate. It's got to come 
from some place. 

Mayor: Elimination of it (the utilities tax) would amdunt to 
about 30 cents on the tax rate, e e 

0 ~ 6 . ~ e . e . e e e . . o + ~ o e . ~ 8 ~ o ~ ~ ~ ~ ~ e ~ ~ ~ ~  

Councilman: Mr. Mayor, Mr, Sparling, you are talking about 86 
industries, do you have an answer to the 200,000 homeowners if 
we raise the tax on their property tax versus 86 industries.18 

Without any study of the incidence and economic effects of 

this tax, the subsystem, Council, and environmental spokesmen assume 

that the burden w i l l  be less on the small property owner, Such a 

study is beyond our purview, but there is no a priori reason for  

assuming that the small property owner will pay less, Depending on 

the property owner's consumption of utilities he might even have to 

pay more than if his property taxes were increased. The fact that 

some non-property owners contribute to Oakland's tax resources does 

not necessarily result in automatic relief to the property taxpayer. 

Of course, whether the property taxpayer is given relief by 

the subsystemDs actions is an empirical question. Some indirect 

evidence suggests that the intent of the subsystem is not to provide 

relief but.to reduce the taxpayer's felt burden, When the Port of 

Oakland agreed to repay its own airport bonds (which freed about eight 

cents on the tax rate), the subsystem included the money in the bud- 

get and did not suggest a cut in the tax rate," m e n  the subsystem 

was having problems with its sewer-service charge, it seriously con- 

sidered shifting the tax liability from the user to the property ownero 

The irony of the suggestion is that the charge was originally justified 
- &  * a 
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and placed on the user to offset the impact on the property tax payer. 

At one time, the subsystem also suggested a property transfer tax 

which would be a one-time cost to the property owner. 

The basic rule which guides the subsystem is never eliminate 

taxes but attempt to add. Spreading the tax base, relieving the prop- 

erty tax payers are slogans which are used to obscure the fact that the 

level of taxation is being increased to keep up with rising costs, The 

property tax may be exhausted, but the property owner can still pay. 

The tactics of rhetoric, negotiation with friends, administra- 

tive arrangements, and sequential taxes are an integral part of the gen- 

eral revenue model of.public avoidance, 

the attentive public small. 

small public, 

leaders concur, then the revenue subsystem does not have to be con- 

cerned about the majority of taxpayers. 

These acceptance tactics keep 

Public acceptance means acceptance by this 

As long as the few businessmen and taxpayer association 

The majority's acceptance of 

a new tax will be measured by the low delinquency rates. 

decision rules usually work and people pay without excessive com- 

Hidden tax 

plaints.. The whole revenue process is geared to minimizing taxpayer 

resistance, Application of search, decision-rule, and acceptance 

tactics to a new revenue source insures public acceptance, 

Administration 

The administrative stage of Oakland's revenue process is 

characterized by a variety of tactics, The most important of these 

are the anticipatory property tax rate and revenue estimation tactics, 
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These anticipatory tactics are used to hedge against unexpected ex- 

penditure demands. 

cutting the property tax rate to its minimum, the subsystem creates 

By estimating revenue conservatively and not 

a small financial capacity to cope with the short-term future. This 

capacity is another index of the subsystem's inclination to withdraw 

from conflict and avoid the public, 

Negotiatory and consensual tactics are also employed at this 
- 

stage. The use of these tactics involves minor adjustments to the 

existing tax structure and procedures for increasing revenue. 

making these adjustments,.members of the revenue subsystem are not 

While 

concerned about administrative costs. Their objective is to increase - 
revenue with some measure of convenience. 

Property tax rate tactics avoid uncertainty 

Earlier I pointed out that City officials, by their own 

volition, had put the property tax outside their discretion. City 

officials do not look to the property tax to bail them out of their 

fiscal dilemmas, but not because of indifference. On the contrary, 

the property tax, and in particular the property tax rate, is quite 

important'to the official. 

rate is salient to the voters, leaders, and fellow bureaucrats. Dur- 

ing the period when the rate is set, there is very little overt pres- 

! 

City officials believe that Oakland's tax 

sure to reduce the ratee 

Elected and appointed officials, however, feel that the prop- 

Their decision problem is to cut the rate, erty tax rate must be cute 

and yet cope with other forms o€ environmental uncertainty, 

rate decision is related to the desired level of expenditures and the, 

The tax 

E' . 
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amount of non-property tax revenue which is available for current and 

- next year's_ budget. The official cannot depend on raising the property 

tax rate, and a convenient non-property tax revenue source may not be 

available to meet expenditure requirements. The more the City official 

cuts the tax rate, the less resources.he has to cope with unanticipated 

expenditures. 

adjusted to protect a surplus. 

# 

Therefore, the rate is cut minimally and the tax yield 
- 

Although Oakland has meager tax resources, 

City officials attempt 
20 avoidance.' 

One can-never 

to build a surplus as a means.of 'uncertainty 

by certain how long a decision will last. 

There is a transitory temporal quality to the property tax rate de- 

cision. 

opportunity to review their position on the property tax each year. 

An'examination of City property tax rates for the forty-two years 

Unlike most other revenue sources, City officials have an 

since 1926 indicates that there have been eighteen years when the tax 

rate went down, thirteen years when the rate went up, and only eleven 

years when the rate stayed the same as the previous year. Half of the 

constant tax rate years occurred during the Depression when the rate 

was $1.97, .Since the end of World War 11, the rate increased, in an 

erratic fashion, to a high of $3.21 in 1962, 

Property tax rate tactics differ by the affluence of the tax 

I base. The variability of the tax rate through the years is directly 

related to the tax rate tactics adopted by the City. 

choice of tax rate tactics depends on the affluence of the tax base 

Indirectly the 

and on economic conditions, Currently the revenue subsystem uses a 

fixed tax rate tactic in which nan-property tax revenue and expenditures 
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are adjusted to the implications of the fixed rate. To balance the 

budget either non-property tax revenue is raised or expenditures are 

cut. The property tax rate is held constant and is not used to bal- 

ance the budget. 

the pressure on the property tax not as acute, the subsystem used a 

Previously when the tax base was more affluent and 

residual tax rate tactic. In that case, expenditures were cut to a 

fkeasonable" level, non-property tax revenues were summed, and the 

property tax rate was set to balance the budget. 

Various actors interact to set the property tax rate. The 
, -  

frequency with which a decision is revised is an operational indicator 

of the organizational importance of that decision. 

revision implies that various actors are introducing decision rules, 

lfpremises,lf which keep the decision in flux. 

frequent revising of a decision may be an indicator of indecisiveness. 

But such behavior also signifies the personal importance of the decision. 

For the organization, 

For the individual actor, 

City officials believe that the setting of the property tax rate is a 

critical decision; consequently, during most of the fiscal year the rate 

is set and reset as officials interact with each other. The answer to 

the question what will be the property tax rate depends on when and whom 

you ask, The final property tax qate, which is set by Council ordinance 

at the end of August, is the product of a set of tentative decisions. 

Tax rate decision rules change with the officials and the - _  
point of tentative decision in the budgetary process, Without specific 

guidance as to what the rate will be, the 'Einance Department's analyst 

assumes the rate w i l l  be the same as last year and estimates revenue 
I 

accordingly, The Manager and the Finance Director postpone making a 

decision on the tax rate and claim that the setting of the rate is a 



147 

i 

Council policy matter. 

They submit the City's tentative budget with last year's rate. 

This act accomplishes two objectives. 

stant is a means of uncertainty avoidance and that allows sufficient 

First, keeping the rate con- 

time to pass, during which they can obtain a "better fix" on the re- 

venue estimate and the assessment figures. The Council can adopt the 

tentative budget in June without having to pay attention to the tax 

rate. Between June and August more information can come in concernlng 

major expenditure and revenue changes. An adoption of a new revenue 

source, such as the utilities tax, or a major increase in the assess- 

ment base, or State takeover of a revenue source like the sales or 

cigarette tax provides a stimulus and an opportunity for cutting the 

property tax rate. The decision problem then becomes how much to cut. 

From the Manager's point of view the second objective of submitting 

last year's rate to the Council is that It provides him neuiral ground 

on which to negotiate the amount of the cut. 

The property tax rate is never cut to its minimum. Both the 

Council and the Manager want to cut the tax rate. As I discussed in 

Chapter 111, the Manager wants a low tax rate because of professional 

norms while the Council wants a low tax rate because it is good for 

business and politics, 

ment assess Oakland's performance by comparing City tax ratese2' 

yet, even with all of the key City officials wanting to cut the tax 

rate, the prokrty tax rate is never cut t o  its minimum, 

Officials believe that elements of the environ- 

And 

The rate is 

cut by a few cents as a means of creating a surplus for future con- 

tingencies and to cope with uncertainty, 
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Token rate cuts are a means for the City official to resolve 

psychological conflict, 

strative criteria, 

The Manager is pu'rited by two different admini- 

He realizes his peers view a low tax rate as a sign 

of administrative efficiency, On the other hand something may happen 

next year where he will need money, and then he will not be able to 

raise the tax rate or find a new source to get it. The Council has 

similar feelings over the perception that it is harder to raise the 
. -  - 

- _ .  

rate thanxut it. City 

bowl in which irate tax 
- -  

. .  _ .  _ .  - .  . . . -  
City's tax rate, It is 

officials believe that they live in a goldfish 

payers are sensitive to fluctuations in the 

better not to cut the tax rate to the point 

of having to fight 'rpolitical' battles next,:year. 

action is to cut a little bit each year. 

A preferred course 6f 
. . .  . . . .  - - .  . -  

_ _  - .  . - .  - -  . - .  - . .  - - . . . - . 
This administrative and political. caution can be made clearer 

. .  - .  - . -  
- .  . - . . - . - - 
by an example. 

officials expected an above average increase in the tax base. 

addition, due t o  conservative estimating procedures, sales tax revenue 

had been considerably understated, 

In 1967, assessment practices had changed so that 
. .  . .  - .  - _ - -  - .  . -  

. .  - .-. - -  - . -  

In . 
. .  _ -  . . - .  . - .  ~ . - ~ ~ ~ -  ~ . - , . _  . . - .  ~- _ _ _ _  _ _  _ _ _  . _ .  - . _ _  - .  - . -  - 

i- _ .  .- - - -  - . .  _ _  _ _  _ .  - - - -  - .  
~ . .  . ..- . ... . _. - - - -  - . . . . 

At the same time debt servicing 

requirements _ _ _ _ .  had been reduced by - -  about five - -  cents on the tax rate. 

ith the:prospect of-a significant-revenue surplus of 0ver.a million 

ds&lars and less interest and-principal to pay, the expectation of 

+I& fo1ten:cents -tax.rate .cut was not unreasonable, 

the .Masager knew he .was going -to need - this -money over the next few- 

y.earsifor capital.improuements such as-the-Central Yard, he su6mitted 

But because - 

_ -  / /  
- -  k i s  budget with-last-year's rafe; -I:. - . 

-_ ic - - =  - : :-rDusipg:the :budget-review Councilmen were surprised that -the 

anager had not recommended a cut, They felt that the newspapers had 

publicized the new assessment procedures, and it was common knowledge 
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that Oakland's tax base was going to increase. The Council adopted 

the budget, and then the time came to set the tax rate. 

had received about a dozen postcards from taxpayers saying the rate 

should be lowered. 

The Council 

The Manager suggested a one cent cut but the 

Council wanted to cut it moree Finally they agreed and in the Fi- 

nance Director's words9 the Manager had "held it to two cents." 

_ -  
Revenue yields are changed to protect a surplus. After the 

1. 

agreement on a two cent cut a public letter with the 

rate was sent to the Council by the Manager,22 

the surplus and justifying the token cut the letter stated that origi- 

nal revenue estimates of the sales and property taxes had been too high. 

The letter explained that due to increased State and Federal taxes 

people would spend less so that the sales tax yield would be lower than 

expected. 

so the Manager had increased the delinquency percentage. 

people paying their property tax, the property tax yield would be 

recommended 

As a way of "absorbing" 

tax 
- _  

_ -  -~ 

. -  

c - -  . _ -  ~ - 

~- 

- . -  
Delinquencies on property tax payments would also increase; 

- - -  - - _ _ _ _ -  
With fewer _ _  = .  - _  _ -  -.. - - - 

- - . -  
- -  _ _  - 

lower. Thus the subsystem explained the two 

rate, The subsystem had lowered its revenue 

surplus. In his work on municipal budgeting 

-_,. - - 
L L . - - .  _ -  ,- 
r ; - - -  - - _  - _ _ _ _  - -  _ -  
L _ _  - - 

_ -  -.. . - _  
r -  - - _  - .  
I - - - - ;  - - ._ - _  

cents cut in the tax 

estimates to protect the 

Crecine found that tax 

yield estimates are not changed to balance the budget.23 With the ,, -.- - _ _  - - _  - -  - " _  

minor exception of adjustments to fund balances, yields are not changed 

t o  balance at the time of the adoption of the tentative budget and 
>-&;?E - 1 -  - - -  - . -  

7 - r  1.: - . --.- _ - -  .-_ - - - - 

- - - - - - - - 

appropriation ordinance, 

erty tax rate is being set which is also a point of balancing the 

However, yields are adjusted when the prop- 
? .  - _ .  - _ - . _  - - - - - - - - 

- 
.I - -  - - _ _ -  - - - - .. 

budget, In Oakland, yields are adjusted to protect a surplus. Both 

the sales tax yield and the delinquency percentage which affects the 
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property tax yield were changed to obscure the extent of an antici- 

pated surplus. 

Revenue estimation tactics avoid uncertainty, 

Adjusting yields in connection with the property tax rate 

decision is related to the general phenomena of conservative revenue 

estimation. 

the error is in-the right direction of creating a surplus. Officials 

estimate conservatively by the application of a few simple rules, and 

they see no need to be sophisticated; the present method is good 

enough. 

The subsystem is not afraid of making an error as long as 
- 

. .  

- .  . 

_ .  

- .  _ .  . Revenue estimating depends onthe purpose of the estimate. Not 

iill'estimates 
-,- - 
process is a s  

estimates are 

&e - eS  t ima t e  

the estimate, 

C '  - - -  - -  - 

- -  - 

- 

- 
7 2 - -  

preparation'of the City Managerts budget in May, the estimator sep- 

arately projects 150 different revenue sourceso 

source: are projected by slight variations of last year's actual fig- 

- _ -  
Most of these revenue 

. -  *.- r - - 

require the same accuracy. 

important to understand as the decision-rules by which 

made, 

the particular point in the fiscal year when he makes 

and the time he is given to make the estimate. For the 

The context of the estimating 

What the estimator does depends on the purpose of 

~ . - - ~  =, - i - -  - -.-._-- - -..--_ 
ureD For most'other financial activities the subsystem requires es- 
- -  _ -  ^ - - _  - -  - 

L Z - Z  - r 

h a t e s  for-only- about thirty major revenue sources ($LOO,OOO or more). 
. .  . _  - - - _ - - _  - -  - c.. - -  - .  --: The nearer it is to the end of the fiscal year, the more the 

c---- - _ .  - - 
esEinGEor-€eels his computations wi l l  be accurate. The passage of time 

allows more information, more "experience" with an existing source to 

come in to  the rocessI, Similarly if the estimator is allowed only a 
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few hours a day to make an estimate, he w i l l  feel his estimate is 

"just a guess" or the best he could do under the circumstances. 

Whether it is true or not, the estimator feels there is a trade-off 

between search and computational time on the one hand and accuracy 

on the other. 

Revenue estimating depends on access t o  information. Both 
- -  

for existing and proposed sources of revenue, the estimator's infor- 

mational resources are generally inadequate. 

about environmental events stimulate the revenue analyst to modify 

Special information 
- -  - _ .  

- .  

his estimating behavior. 

mated by percentage changes in terms of yields; consequentl.y, when 

special information is known which affects the base, the revenue 

estimator is in lftrouble.ff How will a new hotel affect the transient 

In Oakland most revenue sources are esti- 
- _  - - . _  - 

occupancy tax? How will the construction of the rapid transit system 

affect.downtown sales? Seldom does the estimator have time to calcu- 

L&te.:the-potential effect on the particular base; so he fudges his 

estimate up or-down depending on whether he considers the special 

%n€armation to be optimistic or pessimistic. 

c - - - = -  ~. -The estimator must search when a change to the property tax 

base-2s involved, When assessment practices were changed, Oakland's 

analysfrread the-local newspaper to find out how the County was going 

to-project the change in assessed valuation. 

I _ _ . _ -  ~ 

i 

He then called the School 

District bffnd out how they were estimating the change in assessment. 

Einafly-hefcalled the County Assessor' and was told that he could prob- 

ably use the County figures for the City, which he did with some minor 

modifications. 

The paucity of information is particularly evident for new 



or proposed revenue sources. Although the estimator does refer to 

other cities for "experience" information, he usually has to extend 

the search process within his own city to achieve a more accurate 

estimate. Originally, for the transient occupancy tax, the estimator 

had to gather information on hotel and motel occupancy rates. 

after the City had gathered the necessary information, the transient 

occupancy- tax yield was underestimated by thirty percent. Estimates 

for a proposed utilities consumption tax were based on information 

obtained from the utilities. While the Council was considering the 

tax, new information was received. The gross receipts from the util- 

Even 

ities indicated an underestimation of half a million dollars. 
- -  . Although the City Manager dislikes errors (inaccuracy can be 

&teipre€ed as an index of incompetence), he is unwilling to pay the 

costs  of extensive search to improve accuracys 

ment's one revenue analyst is expected to be accurate with little or 

G o  information, 

long as'the -error is in the direction of underestimating revenues, 

- . - .  
The Finance Depart- 

- -  _ -  - -  - 
However, the standards for accuracy are not rigid,as 

_ -  _ _  

- - _  _ -  - _  - - _  - City-officials estimate revenue conservatively, Estimating 
- -  -_. .  
6riors-can afise-from the application of the. basic revenue decision 

A _ .  _ _  
rule: es€i&ie -revenue conservatively. Burkhead calls this rule the 

hprinEipIe of conservatism" and explains it as follows: "Governments 
-~ - -  _ -  

-- ~ . . - .  .- I .  - 
%ere. Supoosed ~ to underestimate their revenue and meres timate their 

&xpendihrea. 
- -  - _ _ _ _ _  

Then, when reality caught up with the estimators, there 
- . _ - -_  - _ _  - - 
%uIa be tin automatic budget surplus. f724 Although Burkhead discusses 

hiLRprinci$len as if it Were a 
- 

historical fact, the rule is still 

operative in 

were set and 
- - 

Oakland, and for good reason, If the property tax rate 

actual revenue receipts did not meet expectations, then 
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-the Council would have to cut expenditures to avoid a deficit. Oakland 

officials do not like to be in the position of cancelling purchase 

orders or perhaps firing somebody. 

-to estimate revenue low and have more revenue rather than less. Error 

in the pursuit of a surplus is "good" management. Conservative esti- 

mating provides a cushion for contingencies and minimizes the risk of 

The Manager believes it is wise 

public criticism. 

- .  The conservative bias in estimating revenue is cumulative. 

Each level in the hierarchy does not want to overestimate; so in turn 

analyst, Budget Officer, Finance Director, and City Manager tend to 

hwer estimates. The Manager does not have to cut an estimate directly. 

He can suggest that perhaps the Finance Director is optimistic about 

Yhe- sales tax. Anticipated reactions, an occasional exercise of super- 

visory:authority, and the individual's own tendency to follow the con- 

rservative norm contribute to the cumulative conservative bias in re- 

venire' e s t ima t ion * 

- 'By emphasizing previous experience, the analyst's techniques - -  - .  

complemeq_t'l_%e conservative bias of the revenue processI Burkhead 

Meritifie-s ziwo estimating techniques, "the rule of the penultimate 

pear" andlthe "method of averages", both o f  which originated in the 

b3neXeeath The first rule means that the last completed 

par's-revenue' is the next budget- year's estimate. The "method of 

&*@%agesn means the application of a rate of change, such as a per- 

cen'tage, to each revenue sourcec Both rules, though modified by _ - -  

@judgfnerit"- and special information, are Oakland's predominant tech- 

niques 

A simulation of the municipal revenue process would be quite 
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detailed, 

a grouping of revenue sources. 

sales tax by paying attention to projections of automobile retail 

sales; therefore, the estimating equations would emphasize the esti- 

mation of the base rather than yield. 

The model would probably consider each revenue source or 

For example, some cities estimate the 

In Oakland, because most revenue sources are estimated by 

changes in yields, the analyst ignores a great many independent var- 

iables. For the minor sources, last year's actual yield is the 

estimate. 

a s  Figure 4-5 illustrates. 

For the major sources, the "method of averages" is applied 

Rounding down is the analyst's final con- 

seryatgve-touch. 

- ~. 

Revenue is estimated selectively, I The problems of estimation 
- -  - _  

for budgetary purposes are reduced by a process of selective attention. 

The analyst, for example, is more concerned about large dollar revenue 

sources than small ones. 

era1 fund revenues. 

- -  
I 

- . -  - . _ - -  
Another selection rule is to emphasize gen- 

- .  - - -. 
_ _  - 

Special fund revenues, such as the gas taxes, are 
- -  

included only for the sake of completeness. The Street Department will 
~ - - _. . . - 
b - .  _ _  - 
spend whatever gas tax money is allocated to the City, However, the 
- - --- - - - - _  - - - -  ~ c 

general fund including revenue from the property tax, sales, and cigar- 

ette tax, licenses and permits fines interest, and service charges 

is viewed as the main resource pool for the City program. 

_. . ~ . - _  . = - -  z .  

- I - - - - - - - -  - -  - _  
-.r - - 

The analyst 
y::-'5 - <  - - -  - .  

akd-his supervisors feel that the general fund provides the money which 
1 - .  E=.;,z:-: = : _. 2. 

the subsystem can actually control and spend. 
- - -  . -  . - . -  - _ _ - - _ -  - -  - - 

Related to the general fund concern, the estimation of un- 
v: .  - - - 5 -  - 1  - -  

I , 
expehded baiances receives considerable attention, 

allocated from general fund revenues to a special fund such as the 

Once money is 

Pakk ar Recreation Fund, the money stays in the special fund until 
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Revenue sources 

I 

. . _ .  

~- -_ . . 

Compute 
rate of change 
for yield based 
on past 5-10 year 

Compute 
rate of change 
for assessment 
base using p a s t  
5-10 years 

information 

most recent 
actual revenue 

actual revenue 

Round down 

information 

of change by 
most 1: ecen t 
actual assess- 

ment base 

actual assess- 

Multiply estimated 
assessment base by 
property tax rate e 

Round down 

Figure 4-5 -- Oakland?s revenue estimating procedures 
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it is expended. The Department head tries to obscure the actual 

amount. The Finance Department analyst guesses what the amount is so 

as t o  protect next year's general fund revenues. 

to use the Department's balance for its own future program. 

The rule is to try _ _  
The prob- 

lem-is that no one in the City really knows what the amount in the 

fund balance is. The Finance Department estimates the balances in 

February for the submission of the budget in June, but it is not until 

the following December or January that actual accounting information 
- .  

is avaflable. 

bur million dollars. 

Total fund balances in any year can vary from two to 

A further complication is estimating how much 

of the balance has actually been obligated but not yet expended. In 

the past gome Departments have used open-ended construction work orders 

as a way of reserving funds and creating their own checking account. 

Finance officials say they guess at these balances, but like 

other decision situations involving uncertainty where the official 

says he uses judgment and experience there are mechanical rules which 

are actually used, The analyst, for example, develops an "error" 

factor by computing the difference between his estimate and the actual 

fund balance for the previous year.' He also computes a percentage 

which shows how much of their appropriations the Departments spend. 

He has his own conservative revenue estimate; so it is a simple matter 

t o  apply the spending percentage to the revenue estimate and then ad- 

just the amount by his "error" factor, If there is time, he can 
I 

gather the outstanding work orders and check for suspicious projects. 

From the analysis of work orders he can trim about $LOO,OOO from 

Department. surpluses, 

Fund balance estimating procedures are not designed f o r  
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accuracy but as a means to relieve anxiety over guessing. Finance 

officials appreciate the grossness of their fund balance estimates. 

Whin a balanced budget is to be presented, fund balances provide 

levers for adjustment, 

Revenue is estimated selectively by paying attention to 

large dollar sources, to general fund revenues, and to fund balances. 

The adequacy of revenue estimating. City officials are not 

terribly concerned-about the accuracy of their revenue estimates. 

Given the static economy and stable population, their estimates are 

conceived to be "good enough." 

-time and compensatf6g errors tend to cancel out the risk of a major 

mistake, Most of the time, conservative estimating rules work. It 

is a rare occasion that the Council must meet to reconstitute the 

budget, 

and estimating conservatively on the major sources, the subsystem 

minimizes the risk of overestimation. 

Council overrode these bureaucratic norms. 

I Total revenue changes slowly through 
I 

= -  I 

1, 
1 
I 

- -  - 

By assuming the minor revenue sources will remain constant 
- *  

. _  
Once in the last decade the 

- - -  _ _ _  
Under the pressure to 

- _ _  
- .  - -  - _  _ _  

d e s  tax; estimate was too conservative and raised the estimate to meet 

- -  - . _  
grant a salary increase, it decided that the Finance Director's 
- _  

1 . ... - - = -  - - -  -1.. 

the'salary increase, During the fiscal year capital and non-personnel 
_ c -  - - - -_ _ _  

----;; - 
operating expenses had to be cut because sales tax receipts were 

close to the Finance Director's original estimate. 
- _  . .  - _ ,  . -  - _ _ _  - - - -  ~ _ -  

- - - -  - - - - -  - _ _  - - -  . . - : 2 

City officials have not developed more soph.isticated estimating 
- - -  .___ - _  

procedures because they see no need t o  do SO. Recently, the only major 
- -  - - - .  - -  c 
estimating error contributed to the creation of a significant surplus 

which was kept as  a reserve for future usee 

small electronic computer which could be used for regressions and 

I' 
Although the Citg has a 
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correlations, Finance Department officials do not use the computer- 

because they believe their present procedures are adequate. In this 

respect, Oakland is similar to many cities throughout the country. 

A recent survey of forty-three cities found only a few cities using 

correlation analysis and computers for estimating revenue, and as 

the authors said: ”Revenue estimates in major cities are based pre- 

dominantly upon analyses of historical trends, tempered by judgments 

about changes in the specific factors which affect the particular 
- -  . . .  sourceso f J 6  
,.- - _ .  

_ .  By estimating revenue conservatively and creating a surplus 
- .  

by - -  design,_the subsystem copes with unanticipated budgetary require- 
- .  

ments. 

sates for defects in the subsystem’s informational base. 

At. the same time the conservative bias in estimating compen- 
. .  . .  ..... . .  

- - .  . 

. . .  
. .  _ _ . - - . .  - - _  - . - .  

- .  

. -  . - _ - _  - - - . ”  . . . - . .  - . .  ~ . . _ -  . -  - -  
L _  _ _  . . . .  _ _  . . . . . .  - . . . .  - -  
Negotiatory tactics in administration. 
G - - L  L -  _ _  . . . . . . . . .  -- . -  . . . . .  L . . . . . . . . . . . . .  

In the administration of the City’s tax resources, the sub- ... . . . . . . . .  . . . . . . . . . . . . . . . .  - -  - .  
- . _  - - - -  - 
~pt$m.negotiates . . . . . . . . .  with the environment, . . .  

is cooperation . . . . . .  not conflict, 

The basis-of the negotiation _ _  ....... - . . - . - . . . . . .  . . .  . .-.. 

Revenue subsystem members seize oppor- 
. -  . 

- -  _ . . -  . -  - - .  . -  - 

tunities-to make-cooperative -exchanges throughout the fiscal year. 
_ C = . < . -  :.- - -  : ::: .: - . . . . . .  - -  - . .  

p r p c =  - r  Cooperation --.- - - - = -  @ th .- member%-of ~ the enyir_ovent means exchange. 

In ChapteFl;I, ;,pointed cyt.-that_ City re: .  - .o<fic~.al-s a g e e d  - t o  .a . -  rate -in- - - 

........... ..____... ......... L .... :.. = -  . . .  L 

.-Lc- . - _ _ _ - _ -  p - . E L =  ..C‘t _ _ _  - _.. - - _ _ _ -  . 2 -  - - :  . -  - - 
crease for the local refuse coll_ector_-in-exchange-for an increased- 

papent - to the -City. _Tax-exempt -organizations a l s o  require Council 

legislation and approval, In exchange for such approval, officials 

_ -  _ _  - _ -  _ -  _ -  _ _  - ~ _ - -  . - -  - - - -  _ _  - - _ - - _  

can suggest a payment of in lieu taxes. Such negotiations are ob- 
- .  - _  - c -  - - - -  - -  - _  - . - _  
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bcured because they are illegal. 

supposed to pay taxes. Nothing stops the official, however, from 

pointing out the drastic condition of the City's tax base. 

ganization could make an in lieu payment, it would certainly help the 

City. When a church sponsoced organization wanted to build tax-exempt 

apartment units for the elderly, its offer of a small in lieu tax pay- 

ment paved the way for Council financial and zoning support. Although 

the-Manager was quick to point out that the in lieu payment would not 

be equal to the lost property tax, he still complemented the organi- 

zation for their "willingness to break through the barrier that exists 

Tax-exempt organizations are not 

If the or- 

where there-is no payment whatsoever. Inasmuch as this 

lidusing peoject:. 8 . it is of interest that we do have 
facility offering to make payment even though it is not 

lieu." 27 
- 

is a low cost 

a nontaxable 

total in 

- The Manager would also like to use the cooperative device of . _ _ .  _ _  - - - -I - - 

special assessment districts for lighting, street, and sewer improve- 

meats ifr order. to get revenue from tax-exempt organizations, like hos- 

pTtals;-but'lias-not been successfulo Special assessment districts 

Bome--into-existence becaise most of the property owners in an area 

6rlt-kEe improvements, Special assessments are not meant to be money 

r@iking,devPces rfoi--the City but a means to get the property owners to 

share thek6st-of the improvement and its maintenance. 

~ReT~peciallassessment for a business area, the Washington Street 

MaII; -c6verS Less -than one-third of its 'maintenance costs, 

EfiI-TIiekzIse-of iightfng districts the City is receiving special 

assessment funds for a level of lighting which is now provided without 

extra charge in other areas because of an increase in lighting standards, 

I , 

For example, 

However, 
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- .  

The Finance Director will meet with his counterparts in the County to 

see if the County can speed up its tax payments to the City so that 

interest payments could be increased. A more financially rewarding 

negotiation has been the Manager's gentle persuasion of Port officials 

t o  pay their own airport bonds. By writing a letter to the Port, 

Negotiation also takes place with other governmental officials. 

having lunch with the Port officials, and attending Port Commission 

meetings, the Manager was able to convince the Port that it was much 

better off than the financially impoverished City. Since the Port 

on occasion needs the cooperation of the City and it has been doing 

well.financially, the Manager hopes that his negotiation with the 

Port will set a precedent for an annual $600,000 donation. 

. .  

Consensual tactics in administration -, -- 
Members of the subsystem and envi.ronment agree about many 

.tax matters. The property tax cannot be raised. Bonds will never 

-pass. -The municipal income tax is not feasible in Oakland. Hidden 

taxes on.consumption are preferable. The subsystem's spreading the 

tax-base is-equivalent to the citizen-leaders' perception that every- 

.ope-should pay their fair share. mere possible, business should not 

:-I:_ - -  z-rAgreement-on tax matters and the existing tax structure in- 

d-ica_tes.minimal uncertainty and conflict. Consensual links are sig- 

.nilicant because they lead to introverted tactics in which the en- 

Yironment is mostly ignored. The subsystem turns its attention to 

the existing tax structure and administrative convenience. 

'!An old tax is a good tax" because people accept the o l d  tax 
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and are not conscious of it. 

useful as a rule for government, considered to be divorced from the 

individuals in the jurisdiction. 

than the new tax. 

structure and administration with little fear of activating the tax- 

payer. 

As Buchaiian points out: 'rThe adage is 

The old tax generates less reaction 

Small changes can be made to the existing tax 

Furthermore, there are many small levers which can be adjusted 

t o  increase revenue; rates, measures of tax liability, tax coverage or 

scope, frequency of billing, and auditing and enforcement procedures. 

The subsystem9s attitudes toward administration of taxes is 

particularly interesting. 

a peculiar indifference t o  high administrative costs. Members of the 

subsystem are not concerned with maximizing the net difference between 

revenue and administrative costse 

when you have a tax with high administrative costs, raise the rates. 

Even in the selection of new taxes, a projected administrative con- 

venience is not ignored. 

Couched within the context of efficiency is 

The subsystem follows this rule: 

Convenience is much more important than 

costs . 
t 

.The drive towards administrative convenience results in shift- 

ing the burden of enforcement to the taxpayer, which means self-pol- 

icing taxes. The subsystem does not have adequate resources to audit 

and enforce the payment of taxes. Officials talk about court action 

and including stiff penalties in tax ordinances. In practice they do 

little except to make judgments about who is not likely to pay; for 

example, in revising the business license, officials are thinking about 

charging professionals (doctors and lawyers) a flat rate instead of a 

charge based on gross receipts because officials feel that professionals 

have bow tax paying moraPLty. The subsystem designs tax ordinances to 
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make it easy on themselves, A flat rate is more convenient to ad- 

minister than a gross receipts based tax. 

Another tactic to insure payment of the business license 

fee is to have an applicant deposit it at the same time he applies 

for necessary permits. 

before the police and other departmental. personnel investigate. 

doubt this administrative improvement will enhance the existing con- 

fusion between regulation and revenue, 

This way the City has the applicant's money 

No 

Some-ways of charging for the same City service or privilege 

seem better than others to officials; for example, the Finance Direc- 

tor feels that the charges for City Manager Permits should be treated 

a s  rezoning applications, and that way this regulatory activity could 
. .  

bring in more-revenue. Similarly having a daily charge for peddlers 

does not work because peddlers do not bother to come in and pay the 

charge, --The Finance Director is presently thinking of some way to 

include doorLto-door people such as peddlers, solicitors, milkmen, 

and Avon ladies under the provisions of the business license. 

Sometimes a change in one existing tax can be used to justify 

&~ increkse'in another existing tax. 

tax- frbm-four t o  fPve- percent, the Finance Director submitted a recom- 

mendation,. liiter- approved- by the Council, that the transient occupancy 

%kx be raised €?om fiur to five percent, Similarly the five percent 

r a t e  for the- util-ities- consumption tax was established by linking it 

t o  the sales-tax, 

kuls e-xcept khe leader in this case is a tax and not a city, 

When the State raised the sales 

Such behavior is a variant of the follow-the-leader 

The existence of consensual links between members of the sub- 

system and environment should not: be construed as setting rigid boun- 
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daries for official action. 

cretion are fuzzy for the City official.. 

The boundaries of perceived fiscal dis- 

If the Manager and Finance 

Director always knew what the traffic would bear, they would not have 

30 resort to testing the environment with trial ballons. 

Because members of the subsystem know that certain taxes 

are accepted and are no longer salient to taxpayers, the subsystem 

can look organizationally inward and make minor adjustments to increase 

revenue and convenience. 

discretion of the subsystem. 

Consensus operates to slightly increase the - -  

- -  

. . _ .  . 

Summary 

. -  .. ~ - . -  

The subsystem avoids the public while coping with the City's 
- -  

financial problems. Avoidance of the public motivates the subsysterh!s - . -  

anticipatory behavior, Anticipate short-term expenditures, Anticipate 

taxpayer resistance, As summarized in Figure 4 - 6 ,  anticipation is part 

of_ each s;age of the revenue processo Since the subsystem cannot fully 

p-redict outcomes, it attempts to anticipate expenditure demands and 

- .  -. - 

,..- - 

c. c -  - 
i 

-_ - _ -  - - -  - 

@txp.ayer -reac-tions e 

--.. . 

- ~ - _ -  - 

- -  - The. - .  inference that Oakland officials anticipate the reactions 
LC - -  - I - -  - _  . 
of-env-ironmental - z  - segments or tax publics is not an indication of a _ - _ _  _ _ _  - - - _  
h-e.al_thy democratic processc 

not ac_curat.ely- - -  perceivhg the threshold of tax opposition.' By direct 

It is possible that City officials are -.. - - - - - -  _ _  
& L _ _  L . . -  - - - 

negotiation with taxpayers, the subsystem could be more assured of the 

accuracy of their perceptions, By making taxes salient, the subsystem 
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I 
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could enlarge the attentive public and possibly receive support for 

expansion of services. 

the conflict and uncertainty of negotiating with possibly hostile 

taxpayers. 

violet syndrome."29 

revenue decisions are dominated by the manipulation of bureaucratic 

actors. 

Nevertheless, City officials seek to avoid 

Their behavior manifests what Downs calls the "shrinking 

The boundaries of political actions shrink, and 

Manipulation starts with anticipatory search tactics. 

Revenue search anticipates short-term expenditure requirements. 

Because the revenue problem is open-ended, search is recurring. The 

suljsystem, in fragmented and superficial ways, intermittently scans 

sources which can be added to the revenue menu. Because there are 
.~ 

- 
relatively few revenue sources which satisfy the subsystem's criteria 

for low yield-low political cost taxes, some search will be ritual- 

istic or make-believe, Contrary to the model of problemistic search, 

the problem is never perceived as being solved, search does not stop, 

an$ - -  &arch is just as likely to be conducted in areas of failure as 
~- 

- 

weii as successp 

Avoiding taxpayer 

ante stages of the revenue 

-_ --_- 

-\ - - _ _  
resistance connects the decision and accept- 

process, Reducing the tax consciousness of 

the.t.axpayer is a key subsystem objective. How does the subsystem know - -  - - 
, -  

whai the traffic - will.bear? The choice of which tax to present for - -  - -  - - _  - -  - 
pubnicl appr6val' is simplified by following the leader, by finding pre- - .- - -  

- .- - -  
cedin'ts in bther cities, 

complex of nominal nuts and bolts taxes, the subsystem reduces the tax 

Promoting indirect taxes and encouraging a 
- 

consciousness of the taxpayer, Such behavior results in low yielding 

taxes and small attentive publics. By proposing taxes sequentially, 
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making public participation difficult, and justifying all actions in 

terms of property tax relief, the subsystem keeps the attentive public 

small, fragmented and quiet. After some cooperative negotiation with 

friends, the subsystem has achieved public acceptance for the new tax. 

The administration of the existing tax structure is also char- 

’acterized by public avoidance and anticipatory tactics. The cautious 

-attitude towards the environment is carried over to critical property 

tax rate and revenue estimating decisions. Since the revenue subsystem 

~ is- also responsible for budgetary calculations, the Subsystem never 

.cuts the rate to its minimum. Instead, the subsystem slightly cuts the 

-rate to satisfy attentive elements in the environment, and it creates 

’a surplus to handle future contingencies. 

-estimates revenue simply but conservatively. Each member of the re- 

.venue subsystem depresses the estimate so that the cumulative effect 

-ib-certain to create a surplus. 

c - .  

Similarly the subsystem 
- _  

Whatever negotiation with the environment is left after City -. - - -  

- - -  _ -  
‘officials have spent so much energy withdrawing is infrequent, trivial, 

and Gsually with cooperative friends, 

thermore, encourages-officials to look inward at their own organizational 

requirements rather ;than outward towards a changing environment. 

2ganges are made to-the existing tax structure not to reduce costs but to 

increase revenue and administrative conveniencee 

- _ -  
Consensus on tax matters, fur- 

z - - =  - -  Slight - -  
_ _ -  - - 

- .  
__I - - - 
& C -  

w - - - *  . The subsystem, by these various tactics, admirably meets the re- p:.= - - - 

. r t  - 2 - - - 
\.c - - curring requirements for organizational maintenance, By scraping the 

jfiscal barrel and attempting to control the environment by avoidance, 
” _ _ _  _ .  

enough resources are gathered to keep up with price changes and salary 
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raises, However, it is unlikely that such a withdrawal from direct 

political participation can insure adequate resources for system 

adaptation, 

_ . .  . . 
i .  . . .  

- . . .  . 
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CHAPTER V 

THE SEWER SERVICE CHARGE 

The ten-year history of the sewer service charge illustrates 

the continuity of subsystem behavior throughout the stages of the 

revenue process. At each stage from search to administration, there 

are examples of the revenue tactics discussed in Chapter IV. During 

the search and decision stages, the subsystem resorted to anticipatory 

tactics. The subsystem did not pioneer the sewer service charge; in- 

stead it modified other cities' experiences to fit the Oakland context. 

The 'subsystem also negotiated with segments of the environment. 

local utility district had to be convinced that it should be the tax 

A ' 

collector for the City. 

ule with the large industrial users. 

subsystem maintained the consensus by anticipating the reactions of the 

The subsystem had to negotiate the rate sched- 

At the administration stage, the 

large users to a rate increase, 

Because of their anecdotal nature, case studies are too often 

relegated to the social science ashcan. When the social scientist 

looks at an organizational process at a point in time, he may miss the 

dynamics of the observed behavior. 

City of Oakland, one might expect a modicum of change in the revenue 

process. 

creased, and the subsystem's search for non-property tax revenue has 

intensified. 

Even for the relatively static 

Certainly environmental pressure on the property tax has in- 

1 thought that w case study of a revenue source would 
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reveal modifications in the revenue process. This was not so in 

Oakland. 

Instead of documenting modifications to the revenue process, 

this case study demonstrated continuity in revenue behavior. During 

the ten years as the charge was suggested, adopted, and revised, the 

occupants of subsystem roles changed. 

ager and new Finance Director, revenue behavior was much the same. ,, 

The subsystem used the solutions of the past to cope with present prob- 

lems. 

But even with a new City Man- 

_ .  . -  

I.- 

At the beginning of the case history, the subsystem wanted a 

ugility district t o  be the City's tax collector, and at the end the 

subsystem achieved that objective, Throughout a l l  stages of the charge's 

history, the subsystem used the same justifications. The property tax- 

payer aiways needed relief. 

camouflage of the equity of a user-based charge. 

_ .  . .  

The subsystem regularly resorted to the 
_ -  - - .  

Avoiding taxpayer re- 
_ .  - . - _ - -  - r -  

sistance was a key criterion in both the initial and revised rate se- 
_ -  r r  L a - , -  - _  - 

l&tions, 

subsystem, revenue behavior was the same, 

Regardless of which particular official played a role in the 
- -  - - -  

- -  _ -  . No doubt during the ten-year history the environment changed 
- . - - -  . -  ..t . 

dramatically, - But' the attentive public for the sewer service charge 

is still composed of a handful of industrial taxpayers and their trade 

associations. 

. . E  * _ - -  

r.,:.:::. : :.- 
Thus, one condition of continuity in the behavior of a 

, _ _ . _  - _  L -  .--..,.- - * -  
LCI.. :i: L - c. - - - - - .  

subsystem--stability'in the attentive public--was fulfilled for this 
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The Problem and Search 

A recognized service need is a tactical opportunity for members 

- of - _  the subsystem. 

.revenue hunt; it searches for financial resources without being con- 

cerned with the potential use of the funds. 

search is focused by a specific service need, and in such cases the sub- 

-system has a unique opportunity. 

The revenue subsystem is usually engaged in a generic 

Occasionally revenue 

In addition to explaining an increase 

- -  in taxation by its potential offset to the property tax, the subsystem 

. can . .  - justify an increase by pointing to a crisis of need. The members 

_ - -  :of the subsystem do not share the service orientation of line officials. 

- .  Although _._ subsystem . -  members are indifferent to the service need, they use 

-it - - to . .  fulfiil their primary function of increasing City revenue. 

* -  -Tafien.-Oakland - . _ _  citizens could smell that the City sanitary sewer system 

Thus, 

- - _ -  ,needed - extensive repair, it was the ideal time to suggest a new tax. 

- -  -It - - took __._ longer, . -  . however, to sensitize people's noses to the problem. 

- - - _  . -. _ - _  : . ~  In.the budget, capital items are treated as a residual, and 

major improvements . - - _  are often deferred. It is either make do or do 

c - w$thout. - - - - - - - The . small - amount of money which can be used for capital items 

- -is,~laced-where - - - - - - - - _  the subsystem thinks it will do the most good. Shortly 

8fter.World War IT., Oakland, like many other cities in the United s - - - - -: - -  - _ _ _  

- - - _  .States, - started .__.-- to - -  catch up with the backlog of public works improve- 

ipents-that-had - - _ -  been postponed because of wartime constraints. City 

officials decided they would gut as much money as possible into paving 

the streetsc By covering over streetcar tracks they hoped to make the 

City attractive on the outside, develop more business, and create a 

favorable economic climate. A t  that time the City sewer system was in a 
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*state of disrepair and needed considerable replacement and maintenance, 

but there were few funds available to apply to underground, or less 
\ 

visible, activities. As the years went on, the situation worsened and 

complaints increased both from individuals and from various public 

health authorities, Personnel of the Underground Section of the Street 

Department finally brought the problem to the surface by presenting 

briefings that exposed the emergency in the City sewer system. 
- 

I 

The problem was how to finance this major sewer replacement 
. .  - 
program, and so the subsystem began to look for a precedent. 

&ne- 18, 1958 one of the secretaries in the City Manager's office 

On 

suggested to J. Locke, the Manager's assistant, that it might be pos- 

sible -for the City to tax various utilities such as telephone, water 

ind'perhaps sewer connections. 

?Kompson-,-asked Locke to research a sewer use fee. 

'fieard about a sewer charge used in Oklahoma. 

<ion, he visited Oklahoma City to investigate. 

A month later, the City Manager, W. 

The secretary had 

When Locke was on vaca- 

Locke also gathered 

- .  

relevant-br'dinances from Santa Cruz and Sacramento, California, and from 

.Pbrtland; Oregon, 

City- Managkr, - . 

- .  - 

At the end of July, he reported his research to the 
- -_ .  - - .  

_ _  - . . . -  . - _ . .  - -  - . . _ - -  * -  Dur.it.lg' this period, Locke found an extensive survey of the 
C L - -  

%&fer .-ser&ce' .c;aTge .in the April 1958 edition of Western City magazine. 

Thk'survey 'coverkd 78 cities. 

were' using khe charge was important because Oakland has tended not to 

%-@-a- p'i-oneer;. 'ay least in fiscal matters, 

of- sea%- charges elsewhere, Locke felt that Oakland should proceed with 

the charges 

- _ - _ _  _ _ _ _ _  ~ 

The fact that other California cities 
. -  

- G - -  ... - - 

- _  . . . .  - .  - -  _ .  . - _ _ .  
Bolstered by the acceptance 

- - .  - . - . _ ._  - 

The information on other cities was used as evidence €or 

widespread acceptance of the revenue sourcea Later on9 other cities 
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would be used as sources of information for standards and procedures. 

The revenue subsystem wants to receive revenue but prefers to 

avoid collecting it. 

Bay Municipal Utilities District (EBMUD) might be the best way of col- 

Locke suggested that working through the East 

lecting the charge. The District charged on the user basis of metered 

water consumption. 

having the Special District No. 1 of EBMUD bill for its own services 

and at the same time collect City revenue with a certain deduction to 

As Locke saw it, the City could get the revenue by 

cover its administrative costs. Why not have E B W  collect the charge? 

. . A program would have to be worked out so that the cities in 

the District (i.ee, Alameda, Albany, Berkeley, Emeryville, Piedmont, 

and _ - - _  Oakland) - would - .  use EBMJD as a tax collector. Locke coordinated 

his ideas with J. Morin, Superintendent of Streets. 

_ -  

Morin agreed that 

the-City - . - .  - should have a sewer charge and that EBMUD would probably be 

interested _ _ .  . _ -  in doing this job because it would solve some of their own 

sewerage - -  ._ . -  disposal problems, On September 8, 1958 Morin, in his Cap- 

ita1 _ - - .  Improvement - Program for streets and sewers, emphasized the diffi- 

eulty-of _.,_ _. - financing - sanitary sewer construction from existing budgetary 

revenues - -  and suggested the use of a sewer service charge. 

cials at-that - -  ti-me were convinced that EBMJP would be happy to be a 

City offi- 

@pc-LcoL&ect_qr. : No one considered the possibility that EBMUD might not 

want - - - - :ta - . assume . -the role. 

= ’ ~ . - ~ -  - -  - - . - _ -  ,-- ” _  - _  
Negotiation with Friends -- Cooptation 

h e  of the tactics of gaining public acceptance €or a new tax 
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is to use a citizens' committee to propose it. Such a committee is 

staffed with members of the revenue subsystem who feed facts, write 

drafts, and orient the product of the committee. The subsystem uses 

the committee as a conduit for its own objectives. At the same time 

the committee produces a report which sets the frame of reference for 

'future bureaucratic action. 

the committee report for justification to Council and citizens. 

For the short term the City Manager uses 

As 

time passes and new actors assume the roles of the subsystem, the 

report's recommendations constrain action and reduce the number of 

alternatives which the subsystem will consider. 

- In December 1958 Mayor C, Rishell invited a group of citizens 
I 

to form a committee to aid in the evaluation of the City's capita1 

needs. This Citizens' Executive Committee on Capital Improvements 

Was organized into subcommittees according to the type of improvement. 

The-report of the Streets and Sewers Subcommittee of February 4 ,  1959 

ilacumented and recommended the alternative that the subsystem had pre- 

vibusly chosen, The Subcommittee' s report emphasized need, eliminated 

alternative financing sources, and selected EBMUD to be tax collector 

X'or-a C i t y  sewer service charge. According to the Subcommittee., the 

C-ily. needed $800,000 a year t o  replace sanitary sewers. New areas in 

-&-e €%ty were taltea care of through assessments of the property owners, 

6G-t: these hew areas -placed additional stress on the rest of the City 
- - ._.  

sewer s y s t e m ,  The sewers were old, worn out, and undersized, To back 

up this point the report cited replacement information provided by 

Morin. The City had 894 miles of sanitary sewers with a replacement 

c o s t  of $53 millfan and their ages was as follows: 
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90% over 10 years 
80% over 20 years 
69% over 30 years 
53% over 40 years 
28% over 50 years 
12% over 60 years. 

The Subcommittee emphasized that: - 

- Replacement and restoration of these old sewers is mandatory in 
that a health problem immediately arises which seriously endan- 
gers the welfare of the community when these sewers fail or over- 
flow'during periods of heavy use, 

_ .  . _  

In this report the Subcommittee selected the basis for financing. 

Since a sewer's service life was sixty years, replacement was a con- 

tinuing problem. 

basis was preferred to a bond issue because Oakland avoided bonds as 

a rule, The Subcommittee eliminated other sources of funds. Grants- 

in-aid - - -  were not available. Special. assessment district proceedings 

- -... - - 

A yearly replacement fund set up on a pay-as-you-go 

_ - -  

yould _ _ -  be - inequitable because sewer system maintenance was a community - 
responsibility, L - -  . - .  

?dye _The property _ -  tax rate could not be raised to increase the gen- 

era1 - - - fund -. - - 'for sewer replacement, After eliminating alternative means 

of-financing, - _ -  the _. Subcommittee recommended a City sewer service charge 

similar b... .  - . - _ _  to-EBMUD's. _ _  - . The report indicated Statewide acceptance of the 

@arge_by citing the Western City article. 

The general fund provided for minimum maintenance 
1 

Only a sewer service charge 

p u l d  do, - - -  - - -  

. _ -  - The Subcommittee - .  recommended that EBMUD cohlect the City's 

charge, suggesting that EBMUD could simply increase its charge and 

turn over the increment in revenue to the City with a minimum of admin- 

_.- _ -  _ .  - 

t 
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istrative and collection expense. 

EBMUD would agree to such an arrangement. 

The report did not indicate whether 

'Eo substantiate its recommendations the Subcommittee included 

with 

City 

its report a legal opinion from the City Attorney: 

Although the collection and treatment of sewerage affects the 
public health of the entire community, and is more commonly -. 
supported by general taxation, the same-as other matters of pub- 
lic health and safety, such as police and fire protection, there 
is precedent for levying a charge against the users of such 
service. 

Attorney Melby also believed that other sources of revenue such 

as special districts, special assessments, or revenue bonds were not 

applicable in this situation, Furthermore, the City should avoid 

taxpayer claims of double taxation; therefore Melby pointed out that 

€€ would-be better as a matter of policy, and not strictly from a 

fegaf viewpoint, to have EBMUD increase its charge and then pay a 

certain percentage to the City. 

ease-df administrating the charge, but a l s o  as a way of reducing legal 

- -  

EBMUD was singled out not only for 

C.- .z- ; f -  - .  - -  - - -  - -Prevhus administrative decisions act as constraints and limit 

By this time in the 
- .  . _ - _  

the-alternatives considered in present decisions. 
- - .  _ _  

history 05- t%e charge, the revenue subsystem was committed to charging 

the user of the sewers, The basis of the charge had been chosen. The 

subsystem now perceived its problem as how to bill and collect from the 

usero Locke noted in a memo, for example, that the Street Department - 
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had suggested billing through the property tax. But, as Locke said: 

"Problems are apparent in this approach since tax bills are sent to 

property owners and the sewer service charge is to be assessed against 

the user, not necessarily the owner of the property." Although admin- 

istrative arrangements were in flux, the subsystem's objective of charg- 

ing the user remained fixed. Not only would the subsystem get money for 

sewers, but it would be able to relieve the property taxpayer and col- 

lectifrom tax-exempt organizations, Everyone would pay. It was an 
. .  

-ideal - -  revenue source from the viewpoint of public acceptance even 

- .  .though - it might create some administrative problems, 

- - -  On-June 4, 1959 the City Manager initiated a series of meet- 

.ings -C. - to work-out-the mechanics of the charge with the Superintendent 

-of-Streets, Finance Director, City Attorney, and Auditor-Controller. 

-The - - _  Manager emphasized the recommendation of the Citizens' Committee 

:r-epprt and directed Morin to work out the details. 

;t.o -.  the- City Manager on July 16, 1959, Morin noted that he was not 

In his response 

Able - .  to procure administrative costs from EBMUD. A few weeks later 

at another joint meeting, Dcpartment heads and the City Manager decided 

not to press EBMIJD, 

City Auditor-Controller and the Finance Director would be responsible 

Instead, the billing would be accomplished by the 
i 

€or the receipt ofzfunds. The City would still have to obtain consump- 

tion information from EBMIJD so as to develop a rate structure based on 

- 
---I - -  - . - -  use. _ _ _  - - - 

..-. - = --&er<the following months, discussions were held with other 

citjss .__ . and y%th.EBMUD to survey procedures, facilities and costs of 

administration. In this review, City personnel gathered comparable 

ordinances and gained some understanding as to what would be involved 

- -  .. - - - , - -  - -  _ _ _ _ .  _ I - -  - - - -  
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in administering a sewer service charge. 

several City officials visited Sacramento, where the sewer service 

charge was administered as part of other utilities services, including 

garbage collection and water, under a Superintendent of Water and 

Sewer, 

In December 1959 Locke and 

The billing was handled by the Sacramento auditor-cbntrollxr. 

Collections were no problem; delinquents were forced to pay by cutting 

off their water service. Sacramento also could place a lien on prop- 

erty f o r  nonpayment. Such information was not entirely applicable to 

Oakland, which intended to rely on a separate utility district for some 

of the requisite information. 

along with its regular water operations; 

Sacramento admini-stered its sewer charge 

Oakland was intending to rely 

on EBWD, 

- - :- - .  -.In February 1960, Morin was again asked to provide a sum.ary 

report., For this report Locke computed collection costs for the sewer 

service-charge, He noted that the City should expect a higher delin- 

queqcy rate than,EBMUD. 

p~fhe.property of delinquent users, but would not be able to cut off 

gheir-water service, .Morin felt that EBMUD should handle the collections. 

As -he said . .  - in:hi.s report : 

'-: c- -i- - All;: &hat :would-be necessary would be to add another statement 
to their existing bill. If this were done the City could pay 

I,._ - _ -  
this additional statement avd, &so,  share proportionately in the 

- _  ..- : - -  
1; the taxpayer by preventing costs of duplicate service by two tax 

plainly indicated as such on the EBMUD bill. If the savings to 
theL.tgqayer,.both from the City and from EBMUD were generally 
h o r n ,  it is possible that the taxpayers would demand this ser- 

The City would only be able to place a lien 

r$&e,additional:billing and collecting expense necessary because of 

present,admi$strative costs and result in material savings 

supported agencieso The City's sewer service charge could be 

to 

.. i = = ,  - . 

c ~ -  -- .. cyice :from the EBMUD, 

i 
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i 

But would EBMUD help? Regardless of the numerous discussions 

between EBMUD and the City, there was, during this period, no definite 

understanding as to what the District would provide. Hamb, the Finance 

Director, pointed this out in a letter to the City Manager: "We do not 

appear to have . . . a commitment . . . that the information we desire 
would be furnished to us, although there 3s-an availability of such 

information, and indeed, some collateral services." 

City Manager to make a forma1 request to EBMLTD. 

Morh asked the 

The City Manager wrote 

3. McFarland, General Manages of EBMLTD, on March 7 ,  1960 and "in the 

interest of economy for the City and District taxpayers" requested that 

EBMUD perform billing and collecting services for the City. 

The EBMUD issue was still not resolved by August 31, 1960 when 

the Managkr made h i s  progress report on the sewer service charge to the 

Council. He reviewed the Citizens' Committee recommendations for the 

4ntroduction of a- charge to provide $800,000 a year for sewer replace- 

ment. 

placement, not a-one-time capital improvement. 

The City Manager defined the problem as one of recurring re- 
. ,  

Therefore it was 

-reasonable to raise the money through a sewer service charge "whereby 
I 

the C Q S ~  buld be referred back to the users of the sewer system in 

proportian to-Lhe extent of their use and contribution to the deter- 

ioraticm of. the system," 

- -  - 
L\. --:-- i . _ _ .  

- - -  - - - -  c _ -  

---- -: 
i-- * _ _ _  - _  - 
:-:City Manager Thompson informed the Council that at a minimum . .  - - -  
c - c -  _ -  - - - _ - _  

the cnst of administrating the charge would be $131,000 or approxic 

mateky-10%- of the gross revenue yield, 
k::- - - -  - 

This would be the case if the 

City itself would administer the chargee However, as the Manager 

put i t ,  
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It was hoped that the East Bay Municipal Utility District could, 
by simply including in their water bill the amount of the sewer 
service charge and, handling the collection as part of their 
present operation of collecting water and sewer disposal ser- 
vice charge, do this work for the City, 
of the East Bay Municipal Utility District for this service would 
be less than the cost for the City to provide its own billing and 
collection service. 

The administrative cost  

He then stated that he had a committee of City personnel working with 

EBMUD to ascertain how this service could be provided to the City. 

The District thought that its equipment and space were inadequate t o  
. .  . 

provide this additional billing service, and so City personnel were 

exploring the possibility of using District consumption data as a 
. -  
basis for the City doing its own billing. 

The City Manager's report was equivocal, a statement of pro- 
- 

gress rather than a request for action. The draft of this report, 

however, was explicit, It contained a recommendation that Council 

approve a sewer service charge and "request the EBMUD to cooperate 

- - -_ - . - _  

_ _ _ _  _ _  - -  

- - -  . ... .. 

in-the billing and-collection of 

"both the City and the EBMUD are 

. support- from the citizens of our 

the agency which can do the work 

- . . .  . . 
- _ - .  . -i- - 

- . . .  . -  _ - - _  r -  

, - . . .  . . .  
- : : --- - .  _ - - _  - .  - . 

I . .  - - . - . - - t  . - - - =  __ :  - .; - _ .  - - L - - . 

these charges," and it stated that 

governmental agencies receiving their 

City and it seems only logical that 

at least cost to the people who must 

eventually pay the bill, should assume the responsibilityetf It took 
- .  . _  - - E:<: ~ - - _  - - . - . 

k n y  years, however, for EBMUD to accept the logic of the situation. 
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Negotiation with Friends -- Coalitions 

Once the subsystem gave up the notion of trying to administer 

a sewer service charge by itself, it could concentrate on g,etting the 

reluctant EBMUD to cooperate. 

mental relations, the influence of any one governmental unit over a- 

nother is severely limiteddue to a lack of resources. The subsystem 

At the horizontal level of intergovern- 

- 

could neither order nor persuade the District by itself. 

do was to bring more actors into the political arena and form coalitions. 

Some. of these coalitions would be with citizens' groups which shared the 

What it could 
- .  

common- objective of saving taxpayer money. Another coalition would 

be with similarly situated City officials who also required new sources 

6f-revenue. 

- 

These coalitions were formed and lasted long enough for 

Oakland to get some small measure of cooperation out of EBMUD. 

iurned out, Oakland was the only city in the East Bay area to pursue a 

sewer service charge with the direct participation of EBMUD. 

cities-found less costly ways of levying a tax on sewers. 

As it 

- _  - 
Other 

- -  ~ 

At'a meeting of the Greater Oakland Communities' Council in - - -  

~ovember-;960, the City Manager singled out the need for sewer replace- 

kat -and-  stated'that'the City could save $150,000 annually if EBMUD 

Muld biil and collect the CityDs charge, At about the same time a 

1 

--- 

subcommittee of the Oakland Industries' Committee for the sewer ser- 

vice was proposed. This subcommittee's strategy was to present a 

complete program for the Alameda County mayors' approval which could 

then be discussed w2th EBNUB. The objective was to include a l l  the 

cities and to explore the possibility of uniform charges so that it 

would be economical for all participating governmental units, 
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On December 9, 1960 mayors from Piedmont, Oakland, Alameda, 

Berkeley and Albany met and decided that they should call a policy 

level meeting with EBIWD as soon as possible to determine how the 

District could administer the sewer service charge for all of the - 

cities. 

be established. 

The group agreed that a uniform rate for all cities might 

The Mayor of Alameda pointed out that his City had 

taken -. . - . care - . of its . .  sewer replacement needs and if Alameda participated 

in the program he would have to se l l  it on the basis of capital im- 

provements . - .  rather than maintenance, 

opposite of Oakland's. 

This approach would be the exact 

r - ~ -Shortly afterwards, the Mayor of Piedmont called Mr. Brunner, 

Chairman of the Board of EBMUD, to set up a meeting. 

requested that a legal opinion be obtained as to whether or not EBMUD 

p u l d  collect a service charge for the cities and whether the District 

Brunner 

5ould.discontinue water services as a means of enforcement. Oakland 

City . - Attorney - . - provided this information, and the meeting was held on 

January 4, 1961. After this policy conference, Oakland sent the Dis- 

trict a hroposed ordinance establishing a sewer service charge for the 

Ci-ty, - A  few months later technical representatives from Oakland, 

~~pdmpnt,,and-Berkebey met with District personnel and agreed that 

- I  

t 

.&BNUD . - - - would,provide - - - - - . . - - billing services on a proportional cost basis but 

I w.ou&P,not,do -.. any - -  collecting, 

gp& i;tg, ttfoot i n  the- dooretr 

&Gling - - - services - - - on May 2, 1961, 

The revenue subsystem was content to 

EBMUD submitted cost estimates for its . .  _ _  - - 
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Council Justification 

Waving gotten its foot in the door, the revenue subsystem 

presented the sewer service charge for Council adoption. Justifi- 

cation to the Council followed the usual story line. There is a con- 

fiinuing need for sewer replacement, Other California cities have a 

sewer service charge. 

xn fact, property.tax requirements for the general fund were to be 

- 
The user would pay, 'not just the property owner. 

?educed by $200,000 once the charge was adopted. Charitable institutions, 

hospitals, State and federal organizations would have to pay because the 

levy was,-a user charge, not a tax. At the same time the revenue subsystem 

minimized the existence of alternatives, the high administrative costs of 

$he charge, and the possibility of a high delinquency rate. 
__ , 

- -  -.- . - 
The need. On June 19, 1961 the City Manager presented his 

- r  

L - -  - -  
recommendations to the City Council, He reviewed the histiry of the 

- _  

charge by reminding them of the Citizens' Committee Report of February 

1959 which had complained that Oakland's sewer system was deficient, 

He emphasized the recurring need and the pay-as-you-go financing. 

1959 the $ommittee had reported that there were over 894 miles of 

sanitary sewers which required a continuing program of maintenance, 

-.. - - - 

- 
~ -. 

In - 
I - -  _ -  

1 - -  I 

- 
I - < :  .I :, 2 -  : 

- _- - - . . . . _ _  .. - . -  i - - - _ - _ - - -  
The City Manager reminded the Council that this report by the Citizens' - _  . _ _ ~  
n - - _ _ - . - -  + - c .  - _ - _  
Cormnittee was over two years old, and that in this period the sewer 
g5: 1:: - _ _ -  - - 
system had continued to deteriorate, To further emphasize the need 

for immediate action-he went on to say: 

* - _  - -  

- - - -  ~ _ -  - 1 - - - . - _. - . i - - _ -  

Failure to initiate such a program could result In an extremely 
dangerous health situation involving a complete breakdown in 
sanitary sewer service in some ilreas as a r e su l t  of failure in 
event of heavy rainstorms or other natural disasters, 
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I 

. *, 

Other cities do it. The City Manager pointed out that the 

charge would be based on use of the sewer system and that this method 

was employed by 212 of 366 cities in California. To document this, he 

-attached the April 1958 Western City survey to his writtensreport. 

Further substantiation of the general acceptance of sewer service 

charges was provided to the Councilmen in the form of tables indicating 

,that cities within Alameda County (e,g,, Hayward and Berkeley) and 

nearby counties (e,g.s Contra Costa and Marin) had adopted the charge. 

_ -  
Ignore alternatives. Sewer service charges throughout Calif- 

ornia employ a variety of bases for computation. 

on a fixed percent of the water bill., the number of employees, the num- 

ber of rooms, the number of sewer connections, a flat rate, rnetered 

water consumption, or the size of the meter. Billing methods also 

They can be computed 
- - .  - -  

- -  . - . -  - 

differ. ;Sewer service charges can be billed separately or as an item 

en-the tax-bill or as part of the water bill. Finally, the recipient 

can-be either-the occupant or the owner. 

in:the methods which are used with this particular charge. 

Thus there is a wide variety 

This variety 

wascaot emphasized in the Manager's presentation to the Council. 

Council-was not encouraged to examine alternatives. 

The 
I 
I 

Ignore administrative problems, Budget sheets were attached 
T.; .- : --. -. _ -  - .. I .. - . - _ _ . _  _ _  - .... . - -  - - 

which revised the budgeto showing the administrative cost for the rest 
/-,-l - _  - . _ _ _  . -- 
L - - - -  
of the fiscal year and a projected administrative cost of $92,000 for 

the next fiscal year, 1962-63. 

7% of gross revenues), they were not in any sense highlighted, nor was 

- -  - _ _ _ - -  - =--:-:- r -  - _ - -  
Although these costs were stated (about 

- - .  - - -  - - -  _L - - - - 
- _ .  - - - - - -  

there any effort to point out possible problems with delinquencies, Re-  

lations with EBMUD were expressed as part fact and part expectation, 
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The Manager stressed that most California cities incorporate their 
i 

sewer service charges in a: water program and that 75% of the cities 

bill-the charge as part of .a water bill. He also pointed out that 

it had been Oakland's intention to have EBMUD, on a contractual basis, 

do both the billing and collecting so as to avoid costly duplication. 

Since EBMUD had agreed only to the billing, the administrative cost 

€or the.City would include approximately $52,000 for collection and 
- 

another-$40,000 for the District's services- 

The Manager recommended the adoption of the charge with the 
. -  _ .  

rate of - 5 0 ~  per family unit for residences consisting of four or 
-. _ _ _  
fewer family units, and a commercial-industrial rate of 6 2/3c per 

100 cubic feet of water used, 

~f~$1.2~rnillion4 

This would result in a gross revenue 

The rates had been structured so that about 50% 
. .  . -. 

_ _  - . . _  --. - 
of the total revenue would come from the residential users and the 

other 50%' from the commercial-industrial users. 
- _ _ _  . _  

Splitting the burden 
- - _ _  L -  - _ .  - - - 

down the middle seemed fair to members of the revenue subsystem. 
- -  ic - r  1. - 

- -  - _  - - - Painless taxation, 

Tribune of June 28, 1961, the City Manager was instructed to present 

&proposed ordinance for the sewer charge, 

Manager said it was ''a special charge for a special serviceaft 

A week later, according to the Oakland 

At the meeting the City 

A - - - - -  - - _  - - -  - _  - - 
Councilman added: "It's the painless way to taxaw Another Council- - - - - _ _  - - -  - -  - -  n - =  - : --  - -- _ _  
man said he was for it because he didn't know where they were going 

t o  get the $20-million in the next few years for sewers. The Mayor 
.. - .  - 

CI :.-.5 I-:--- .:. - - 
- -  - 

r -  -. - _.--_- - - -  - - -  - 
said the levy'was justified only if residents of Piedmont would also 

pay a similar fee because its sewerage runs through Oakland lines. 
-_ . . _  _ ^ _ _ ^ _ . _ . _ _ _  

* ~ :- - -  - . -  - 

Morin, now Assistant City Nanager, reported that Piedmont was prepared 

! 
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to share in the cost of replacement of sewers. 

Piedmont would quickly adopt the sewer service charge so as to "cir- 

cumvent the necessity of going to the people for a raise in the tax 

rate." 

tive cost--almost $100,000 a year--and thought it might be better to 

get the necessary funds through a direct tax levy, A s  he put it, "If 

you put it on the tax bill it doesn't cost a penny." 

A Councilman said that 

Only one Councilman raised the question of the high administra- 

No one listened. 

The sewer service charge was the painless way to tax. 
r 

Conflict Over Equitable Rates 

Once the adoption of a particular tax is likely, taxpayer 

opposition w i l l  be focused on modifying the subsystem's recommended 

rate structure, 

favorable rate structure for the sewer service charge in exchange for 

their concurrence, In local revenue situations, organized interests 
i 

such as industry and business do not escape paying taxes but may pay 

In Oakland,organized industrial interests sought a 

7 

less than the amount originally suggested by the revenue subsystem, 
. -  

The problem of paying less is related to the general question 

of who should pay, 

use, the subsystem expected little trouble in determining what the 

tax burden should be, 

ciple in which there is an explicit quid pro quo between the City and 

the taxpayer, 

or services he receives. Wowever, if benefit is equated with use, how 

Since the sewer service charge was to be based on 

The charge was to be based on the benefit prin- 

The user is expected to pay for the benefit of the goods 
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! 

does one measure the use of a sewer system? Oakland's revenue subsys- 

tem had adopted EBMUD's standard of water consumption as a suitable 

measure, Water consumption, however, has little known relation to costs 

of sewer replacement, and organized groups have their own notions of 

measures of use. Since the participants in the conflict over rates had 

inadequate cost and engineering information, there was considerable 

opportunity for diverse interpretations. 

of view and its underlying interest. 

Equity shifted with the point 

A s  the months passed, a difference of opinion developed between 

Councilman Reading, who was chairman of a Council special committee for 

the charge, and the revenue subsystem. Reading, representing industry's 

viewpoint, wanted heavy commercial-industrial users such as canneries 
. _  

to pay less than residential users, Subsystem members wanted all users 

to pay the same or equivalent charge, reasoning that the City's cost - _  . . . - .  

increased in direct proportion to the user's water consumption. 

€lat charge tied to - .  water consumption was the way to connect the City's 

cost and the taxpayer's benefit, 

more he should pay the City for sewer servicee 

benefits.' To simplify administration of the charge, the subsystem had 

converted 'a rate of 6 2/3c . .  per 100 cubic feet of water, consumption into 

a monthly - charge . .  for residential users, based on average residential 

consumption, 

for residential users was coqidered equivalent to the 6 2/3e per 100 

.cubic feet of water consumption - for non-residential users. 

A _ -  - .  . 
. .  - . -  

r - -  - 

, - . -  . .  _ _ -  - 

The more water a taxpayer used, the 

Costs were equated to 
. .  

. -  

. _ _ .  - -  

- -  . .  _ I  - _ . . -  _ _  ~ 

. - 

c _ _  
. , . . . - . - . . - - - _ -  

_ _ .  - - . - - - - - . . _ -  - - .  - -  - 

- _ ~  
. -  . -  _ _  - - .  - .-.. _ -  - c  - 

The ManagerPs recommended rate schedule of 50c per month 
- _ .  . - _  

_ - 1  - c :  - .  

. -  - .. - 
. .  

_ -  _ _ _  - .  -. . . - - _ - - -  - 

- 1  . . - - . - . , . . - - .  - - .  ~ 

When Reading urged that residential users pay 75c a month and 

non-residential users pay a maximum of 3c per 100 cubic feet with a 

sliding or decreasing scale for the heavy users, the subsystem was in 
- - - . . _ _  
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a dilemma. Members of the subsystem wanted industry’s support for final. 

approval of a sewer service charge ordinance. 

sliding scale and Reading’s other changes would reduce the revenue yield 

Yet the provision of a 

and would discriminate between residential and non-residential users. 

The sliding scale and the increased residential rate would distort the 

equity of the charge. Small users would pay more than large users. 

At a meeting on September 19, 1961 some of the main contenders 

in the conflict asserted their positions. Attending were McFarland of 

EBMUD, representatives of various packing companies such as Erickson 

of the California Packing Corporation, a representative of Owens-Ill- 

inoi_s Glass Company, representatives of Alameda Counties Industries 

-Incorporated, - _  McKnight of the Alameda County Taxpayers Association, 

Councilman . .  Reading, the City Manager and several members of his staff, 

and-a - .  reporter from the Oakland Tribune. 

ppened the - meeting _ -  by pointing out the need for getting on with the 

Assistant City Manager Morin 

job-because of the tremendous health problems. 

. .  - . _ _  - . 

The- Councilman’s view. 

would not, approve the proposed rates. 

policy of’;charging industry the same rate as residential users. The 

City should consider that the cost of sewerage disposal is much Less 

for- larger quaktitibs than for smaller quantities. He stressed that 

the Council‘ had taken a stand to do everything to attract industry. 

The flat rate recommended by the City Manager would discourage indus- 

Reading interjected that the Council 
. .  . . .  - .  - - -  - . . 

He objected to the recommended 
- .  - - I - -  I -  - .. - 

c- _ _ .  . . 2 -  

- -  .. - - * .  _ _  
L - - . . L - - < -  _ - _ _  _ _  . 

- -  . .  - _  . .. . . - . _ _  
% .  - .  . 

- _. - - .. . c”.5----.: r: 1:- ~ . . - - . . . 

~. 
. -  - - -  _ _  - .  . . . .. . . 

-L -  - = 2 - --: _ _  _ _  2 - - - -. . 

. * - -_ .  -i: - - -  
try from coming to Oikland. Reading felt that the rate should be ad- 

- -  - .  h--f ;  - f 1 -  - 
justed so that the residential areas would carry a heavier load than 



EBMUD's view. McFarland countered Reading by stating that 

there was no relationship between the sliding scale water billing 

of the District and sewerage disposal; the theory of sewerage disposal 

did not require a sliding scale, 

the public hearings that the flat rate "was the only sound means of 

computing a sewer service charge equitable to all." This had to be 

McFarland had previously stated in 

0 

the case for him because the City's proposed method was the same as 

EBMUD's. In addition, the introduction of a slidipg scale presented 

EBMUD with special billing problems for the charge. He felt that 

billing for the heavy consumption industries, where there might be a 

possible inequity, would have to be handled separately by the City, 
e .  

Industry's view. Erickson of the Alameda Counties Industries 

Association, and manager of a packing corporation, held out for, a sl'id- 

ing scale and was strongly opposed to the original recommendation. The 

association he 'represented included a group which accounted for approx- 

imately 15% of the use of City sewerso 

Packing, was the largest single user, Erickson pointed out that in 

order for the charge to be acceptable to industry, the rates must not 

be higher than if the property tax were used to raise the required 

revenue. 

His own organization, California 
i 
I 
1 

.- , I . -  P .- 

Industry argued that a flat rate would be excessive. Other 

utilities such as water, gas, and electricity employ sliding rates for 

large users. A flat rate would be too expensive for  canneries, hotels, 

! 

dairies, hospitals and bakeries, 

producers might have to shut down or move closer to their suppliers, 

Seven canneries within City limits would be affected by the proposed 

Certain canneries which were marginal 
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plan, and in many cases they were so close to the District's main 

interceptor lines that the use of the City's sewers was not in propor- 

tion to the volume of sewerage placed into them. In addition, the cost 

of sewerage disposal to service industrial plants was less than the cost 

for an equal volume of sewerage to serve residential areas; for example, 

a ten-inch sewer line has three times the capacity of a six-inch sewer 

but does not cost much more to install. Business and industry felt 

that the flat charge was inequitable, would put a heavy burden on them, 

and would act as a deterrent to Oakland's industrial development. 
I I 

Revenue subsystemla view. City officials had no information 

on the economic condition of these firms and were sympathetic to the 

problems of business and industry. The Manager defended the proposed 

rate structure because it was based on .the original recommendations of 

the 1959 Citizens' Committee report and on engineering studies by both 

EBMUD and the.City. There would be too many taxpayer complain%s if 
! 

! 
the sewer service charge was ruled out or reduced and the tax rate in- 

creasede Furthermore, all federal installations in Oakland, although 

exempt from the property tax, would have to pay the sewer use charge. 

4 , 

I 
\ I 

A:membek of the revenue subsys tem summarized. the disadvantages 

of industry's sliding rate proposal as follows: 

(1) The relation between residential and non-residential rates 
are changed from a direct relationship based upon equal rates to 
a relationship set arbitrarily to favor one group of users; 
(2) By allowing special consideration for a special group, the 
City would set precedence for all other groups of special users 
(hotels, theatres, governmental units, apartment house owners) 
t o  petition for reduced rates now and each year in the future; and 
( 3 )  The administrative cost for operating the sewer service charge 

ram would be increased by an unknown amount to handle the 
SpSC%al groups. 

Thus the small non-industrial and residential users would be paying more 

for the same benefit based on water consumption than the big userso 
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Compromise 

i 
/' 

If taxpayer resistance is of sufficient intensity, the revenue 

subsystem will usually withdraw its recommendation for a particular 

source. It is an all-or-nothing situation i f  the issue is the proposed 

adoption of a new tax. 

tive-segments of the environment agree to a new tax, then compromise 

can be accomplished in terms of the measures of tax liability or the 

rate structureo There are not enough sources on the revenue menu to 

However, once the revenue subsystem and atten- 

enable bargaining over different taxes; therefore, compromise is more 

likely to occur in terms of rates or some other aspect of a particular 

tax source,, The more intense the opposition to a new revenue source, 

the more the rate w i l l  be adjusted to satisfy the opposition and gain 

its concurrence, 

. _  - -  

- -  

_ _ _ -  - -  . - _ _  -r 

. c  

- -  - - -  

- 
over the sewer service charge rates was resolved by Councilman Reading 

and Assistant City Manager Morin, 

_ _  Shortly - after-the September 19, 1961 meeting, the conflict -_  _ _  - 

- - - - - - _ _ _  . -  _ -  - - -  
The residential rate would be in- 

_ -  - -  _ _  - _ _ _ _  - 
creased-& 60c per month and there would be a - - _  sliding - -  scale for-heavy 

_ .  ~ - -  . _  -. - -  - 
c - -  - _ . .  . - - -  

users from 5c to l$c depending on the volume of water consumption, 
.- I - :  _ -  - - 

City officials discussed this compromise rate structure with repre- 

sentative? of Alameda Counties Industries and _ - - - - - -  the Apartment House - 

- _  . _ _  - 
I 

I _ .  - -_.  _ -  - .  - - -  - - _  - -  _ _ -  - _ _ _ _ -  

.- . - - _ -  - _  _ _ _ _ _ _ L _ - _  - - -  - _ - _ - .  - -  
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The Reluctant EBMUD 

Throughout the negotiations on the sewer servic5'e charge, EBHUD 

Was an unwilling participant. From an economic viewpoint it was 

logical that EBMLTD should completely administer the char 

political viewpoint., however, EBMUD was an i-ndependent gbvernmental 

organization with its own perceptions of constituency, image, and 

interest that directed its relations with the City, 'City officials 

I .  

felt EBMUDfs position was as follows: 

Sts public image. 

i k - w i s  afraid-that if it helped Oakland then other cities would ask 

(I) EBMUD was concerned about 

It did not want to be a tax collector for any city. 

f6r similar assistance, 

Ghut-ting off the water to help the cities collect their delinquencies. 

EBMUD shut of€ the water toscollect its own bills, but to do it for 

It did not want to be in the position of 

Oakland might: create adverse public relations. 

abdut-its own profit and loss statement, 

gffe'ct'its profit margin, ability to pay o f f  indebtedness, and bond 

( 2 )  EBMUD was concerned 

Helping the cities might 

Yat9hg. - ( 3 )  EBMUD was concerned about its constituency. 

3h:the'publ-ic intereste However, its public was not Oakland but rather 

GhZ udi-i&- dfstrict, EBMUD officials were responsible to the District 

It operated 
~ 1 -  

\ 

s=*-d'f* ;to -&klak-&e- - 

7 . -  - _  - 
v Le.= - z ---A' in&bkr -05 %he subsystem correctly assessed EBMUD's position 

5&%%%e &-i?ItrZCItTM- basic problem with regard to the installation of 

aa-%eGir -se=rvicci charge is not administrative but political in nature." - _  - -  

EBMUD would express administrative reservations to mask political con- 

cerns* The utility stated tha t  it lacked office space and machine 

capacity as an excuse €or avoiding a negative public reaction. It 
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tried to keep Oakland's bill separated from its own so that the public 

would'not feel that it was being charged twice for the same service. 

EBMUD did not under any circumstances want to be identified with the 

City's charge. 

how clearly "Oakland" would be designated. 

It did not want the City's chargefon its bill no matter 

This conflict between the two governments was more apparent at 

the policy level than at lower administrative levels, During the pro- 

posal and operational stages of the charge, technicians and accounting 

supervisors were able to work quite closely together, They solved the  

identification problem by developing a completely separate bill which 

the District could mail but which would be identified only with Oakland, 
I 

The Morin-Reading agreement on the sliding scale rate struc- 

ture allowed Oakland to complete its arrangements with EBMUD. 

would do all collections. 

tion that the City would bill the large users from District consumption 
i 

information. The District was unhappy about the location of the break- 
i 

points in the sliding scale as they were the same as those in the Dis- 

trict's water ervice rate structure. McFarland, concerned that the 

District would be confused with Oakland, wrote the City Manager: 

The City 

EBMUD would do the billing with the excep- 

! '  _ -  

1 _ _  _ -  

i . -  . .  , 
I 

- - -  . . L the breaking points proposed by the City for its special 
f'- -'bi€ling suggest a similarity and relationship to the Utility 

District's schedule of charges for water service that may make 
:- -.the participation of the Utility District in this entire program 

very awkward and perhaps even unacceptable. 
_ -  

~ At a meeting with EBMUD personnella compromise was reached 

The 
k--= - --.< 5- - 
whereby these breakpoints for the sliding scale would differ. 

new sliding scale was incorporated in the ordinance which City Council 

passed on March 20, 1962. 

- -  _ -  - -  . - -  

-- -- . _ .  

A few days later the City and EBMUD signed 

a final agreement. The City would pay all direct costs of the billing 
- . -  



196 

operation such as material, postage and labor, and would pay one-third 

of the costs "which are indispensable to the performance of the billing 

operation by the District for the City, but which are not performed 

exclusively for the City." 

one-third of EBMUD's costs of meter reading, computer system rental, 

and overhead. In other words, the City was-subsidizing activities for 

Under this agreemeOt the City would pay 

which the District would have to pay, whether EBMUD provided the billing 

service or not. 
- -  

Public Acceptance 
- .. - .  . 

- -_ - .  
When levying a new tax, officials expect the worst and are 

- _  _. - - 
pleasantly surprised when only a miniscule segment of the community 
. -  _ _  - - - . . . - . 
complains and when-they have to fight only a few taxpayers in court. 
- . - _ _ -  .. 
One reason that this pessimism is not confirmed in Oakland is that 

. -  - _  - 
- _ - _ _ _ a  - _ - .  ~ 

members of the revenue subsystem tend to overestimate the intensity 

and salience of public opinion on revenue sources. 
. _ _ _  _ _  . ,  - A , _ _  _ _ - _ _  " _ - .  - 

Another reason 
. , \ :-: 1 

is thqkL-kavieg negotiated a favorable sewer service charge sate for 
, - - - .. . . - - .  
I -_ . - -_-  - - -  

the lq-q-ge lueF-epnd set a nominal rate for the small users, members 

of the subsystem had already assured a large measure of public accep- 

tance . 
_ .  - -. - . * _  

~. - . - -  - . - - -  

- i.: _. _ - -  : - -  -T-he public campaign, or when a tax is not a tax. At the time. 

of the passage of the ordinance various press releases emphasized that 

City officials felt the sewer service charge was not a tax, All users 

. would pay t.heir share, including many who do not pay taxes at all, such 
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LS military bases, schools, hospitals, and public agencies, In bro- 

chures printed by the City of Oakland to explain why people would be 

getting a bill for sewer service the t'heme was repeated: the charge 

was not a tax, and all users would pay their fair share. The City 

pointed out that this charge was a result of a citizens' committee, 

that there had been public hearings and deba-tes, that the Mayor an.d 

City Council agreed with the citizens! committee, and that the fairest 

way of meeting the sewer service problem was to introduce such a 

charge. Furthermore, money from the sewer service charge would go 

into a special fund that could be used only for maintenance and re- 

construction of sanitary sewers--not to install new sewers, 

A typical complaint and answer. Regardless of this attempt 

to indicate the importance of the charge and its supposed equitys 

the Council received complaints and the subsystem answered them. 

For example, one person wrotk his Councilman: 
, _ -  * - - _  

- . -  

I would like to know sjnce when the City has the right t o  pass 
'laws that affect all tQe people without putting it to a vote by 
the,people. I can understand property owners that would be very 

in their rent. 

- - 

- - -  ... - - .happy about this but altenant pays for everything such as this 
This skwer service charge I can't understand. 

i - -  - - -  
2 - 1  c .  - - - _  - -  - 

In answering the l4tter for the Councilman, the Finance Di- - = - _ - -  - ._.._ -. .+..= _ .  - -F  - _ _  ___. i 
I 

rector responded that a special committee of the Council had met with 

many groups and that -these \groups had included the Alameda County 

Taxpayers Association, the bpartment House Owners Association of 

Alameda County, and the A1 eda County Industries Association, as well 

as the &anlXex--sf-Commerce,: He continued by pointing out that public 

- -  . .  * _  
L. = -c- - - 2 z -  - 5 .  1 - 

3 - -  - -  - - . _ _ _  -~ - . -  L-  - ~ - -  - _ _ _  - 

-... . 
LC- . -  = ,  1 

\ 
i 

hearings were also held, thkt 

express his opinion, 
5: 

and Yt 
f 

. _ .  - 
1 . - _ _ _  ~ - - . .  

they were open to anyone 

there were newspaper and 

who wished to 

legal notices 
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telling the citizens of Oakland about the ordinance and hearings. 

In addition, he bolstered his argument by pointing out that the word- 

ing of the ordinance which the City adopted was taken directly from 

that part of the State of California General Code which gives cities 

the permission to levy such a charge. 

The sewer service charge became effective on July 1, 1962, 

and the f j r s t  bills were mailed July 9, 1962, After a year of oper- 

ation, in June 1963 the Oakland Tribune reported that City officials 

felt the.sewer service charge had gained public acceptance and were 

pleased with this and with the replacement of sewerss The City Finance 

Director emphasized that federal and normally tax-exempt properties 

were paying the charge, and that the great majority of Oakland residents 

"are paying cheerfully . e because they realize it is one of the most 

equitable 'taxes' ever levied." 

I 

\ 
\ Administration: Delinquencies 
\ 
\ : 

! 
Some people will not pay a new 

judges public acceptance by the number 

ascertain the point where a taxpayer's 

tax. Since the subsystem 

of people who pay, it must 

revolt turns into acceptance. 

Delinquency rates could be cranvenient operational measures of acceptance, 

One pmblem, however, is how to interpret the meaning of the rates. 

forty percent of the people do not pay their tax b i l l s ,  does this con- 

If 

stitute revolt? 

this constitute 

If the delinquency rate is ten o r  twenty percent, does 

acceptance? The delinquency rate for the sewer service 
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charge was  q u i t e  high, y e t  mernbers of the  revenue subsystem f e l t  t h a t  

the  publ ic  had accepted tl-.e charge, 

high delinquency rate as an  adminis t ra t ive problem. 

they kept  t r a c k  of t he  delinquency ra te ,  t r i e d  t o  soothe i r r i t a t e d  

taxpayers, and worried about how t o  c o l l e c t  the  charge. 

Subsystem members defined the 

For f i v e  years  

Table 5-1 shows t h a t  not  everyone was happy t o  pay the sewer 

service charge. The Finance D i r e c t o r ' s  cheerful  taxpayer was an ex- 

ample of admin i s t r a t ive  hyperbole. Delinquencies have Leveled of f  t o  

about 5% of the  d o l l a r  value of b i l l i n g .  

puted i n  terms of  accounts r a t h e r  than d o l l a r s ,  18% of the  r e s i d e n t i a l  

When delinquencies are com- 

-- -_ 
TABLE 5-1 

DELINQUENCIES AS A PERCENTAGE OF DOLLAR BILLINGS 

Percent of 
F i s c a l  Year Charges B i l l ed  Actual Collections Delinquency 

_I_ 

1962/63 $1,198,109 $1,006,330 l h .  0% 

1964/65 1,143,831 1 089,089 4.8 
1963/64 1,165,254 1 054,455 9.5 

1965/66 1,155,706 ' 1,098,567 4*9 

Source: C i t y  of Oakland, Budget and Finance Departmento 

i accounts and 13% of t h e  non-resident ia l  accounts are delinquent. In 

o the r  words, t h e r e  are over 17,000 c i t i z e n s  who have n o t  paid the  charge. 

I 

A s p e c i a l  delinquent., It i s  no t  t r u e  t h a t  a l l  f e d e r a l  agencies 

are paying the  charge. The Department of Navy operates a supply depot 

which makes use of the  C i ty  sewer system. As of f i s c a l  year 1967, the  

C i ty  f i g u r e s  that the Navy owes i t  over $40,000, 

pay because of a 1953 Council r e s o l u t i o n  i n  which the  C i ty  agreed t o  

.. .. 

The Navy r e fuses  t o  

.maintain a c e r t a i n  sewer if the Navy would pay f o r  the  sewerPs in-  
,> . 
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s ta . l l a t ion .  The Navy d i d  pay f o r  t h i s  p a r t i c u l a r  sewer and now bc- 

l i e v e s  i t  should not  have t o  pay the  C i t y ' s  charge,. The City Attorney 

be l ieves  t h a t  the  Ci ty  has a good case but i s  r e l u c t a n t  t o  sue the  

f ede ra l  government; consequently, the  C i ty ' s  Col lec t ion  Division keeps 

addi'ng up the  b i l l  without much e f f o r t  t o  collect .  

G e t  the  property owner, One of the-unfor tuna te  consequences 

of EBMUD's no t  agreeing t o  c o l l e c t  the  C i ty ' s  charge i s  t h a t  the  Ci ty  

included i n  i t s  sewer serv ice  charge ordinance a l i e n  provision. I f  

the  user d i d  not  pay, then severa l  years  l a t e r  the  property owner 

would be informed t h a t  he was l i a b l e  f o r  the charge p l u s  pcnal.ties. 

The combination of a l i e n  on the  property owner and l a t e  n o t i f i c a t i o n  

had p rec ip i t a t ed  a publ ic  r e l a t i o n s  messo I n  and out  of cour t ,  peop1.e 

claimed v i o l a t i o n  of due processa P r a c t i c a l l y  every time the property 

owner was informed t h a t  he was responsible  f o r  a delinquent account, 

the  Ci ty  Council received a b i z a r r e  le t ter  l i k e  th i s :  

Dear S i r s :  I am paying the enclosed $3.60 under p r o t e s t  but 
knowing you use d i c t a t o r s h i p  methods, I can do nothing about 
i t ,  The water a t  t h i s  property was OR i n  our name f o r  the t o t a l  
sum'of 5 days and we end up paying f o r  6 months of your s o  ca l l ed  
se rv ices?  
people have no r i g h t s ,  no vote ,  no appeal,  and no considerat ion,  
I dojnot  know what i t  i s  e e 

Well, i t ' s  about time we honest c i t i z e n s  wake-up and f ind  a way 
to out - ru le  your group t h a t  pu t  t h i s  . . e charge . e . i n t o  e f f e c t .  

If t h i s  i s  not  the s igns  of communism i n  which we 

O r  an i r a t e  landlord would f e e l  t h a t  the City i s  highhanded and unfair :  

Dear Mayor Reading: Does t he  f a c t  t h a t  they cannot l oca t e  the  
pa r ty  responsible  f o r  these charges make me,  the  landlord,  re -  

.: sponsible? Maybe I am responsible ,  I don't  know how the  City 
runs things.  But t h a t  i s  not the  reason why I am so i r r i t a t e d  
and very angry, 

26 d o l l a r s  wi l l  no t  make me any r i che r  nor any poorer. 
makes me r e a l l y  mad i s  the f a c t  t h a t  i f  you w i l l  no t i ce  these 
charges go back t o  l963! 
why was I n o t  b i l l e d  f o r  them in.  1963 of: 1964 o r  1965? Why ,;  

What 

I f  I a m  responsible  fo r  these charges 
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didn't they wait until there were sufficient charges and penalties 
accumulated t o  take over the real  property and get it over with? 

Although 17,000 taxpayers have not paid the charge and prop-  

erty owners are incensed at being held responsible for delinquencies, 

City officials feel the charge has gained public acceptance. They 

view the problem as one of efficiency in collection procedures and 

administration, 

Administration: Costs and Convenience 

High administrative costs by themselves do not inhibit Oakland 

officials from suggesting a new tax or keeping the tax in the existing 

structureo The arrangement whereby EBMUD would bill and the City col- 

lect was bound to incur high administrative costs. The subsystem, how- 
I 

ever, could not'continue tolerating the inconvenience of delinquency 

enforcement. 

In',fiscal year 1962/63 administrative costs were $95,000, or 
, 

about 10% df revenue collections. For fiscal year 1967/68 the subsystem 

expected administrative costs to be approximately $240,000, or about  22% 

of estimated revenueso 

have run about 14% of revenue receipts; about half of these costs were 

for payments to EBMLTD and the rest for the City's own Sewer Service 

In the intervening years administrative costs 

Charge Collection Division. The City's cost figures are understated 

because the  subsystem usually does not include personnel fringe bene- 

fits and overhead cos ts  in its computati-ons. 
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Technicians from EBMUD and the City have a friendly but costly 

relationship. They have to cooperate, otherwise the administration. of 

the charge would n o t  be feasible. Gradually EBMUD has put aside its 

initial feelings of reluctance concerning its partnership with the 

City. Although EBMUD originally insisted that the City bill the high 

consumption accounts because of the sliding - rate agreement, it has 

taken over most of the billing for these accounts. The costs for 

EBMUD's services have increased, .however. One of the reasons for this 

_ -  

increase is that EBMUD upgraded its data processing capability, It 

replaced its small accounting machines with a large electronic computer. 

The City is currently paying for one-third of an IBPf 360 installation. 

In 1966 a new City Manager, J. Keithley, and a new Finance 

Director, R. Odell, assumed their roles in the revenue subsystem. 

At about the same time the cost and delinquency problems converged. 

Administrative costs were rising, Citizens were irritated and com- 

plaining to the Council, 

owner was being tested in the courts. 

tinued, 

The lien provision against the property 
1 

High delinquency rates con- 
! 
The subsystem knew the problems but not &at to do about 

I them, 
1 .  

Should the City try to do the billing with its idle computer? 

Perhaps EBMUD would reduce its charges to the City? Should the City 

again ask EBWD to do the whole job? 

water to enforce collections? While going around kn circles the sub- 

,system came up with some utopian solutions. 

But would E&"D shut off the 

Instead of the charge, 

the City could levy a gross receipts tax on EBMUD's operations. 

City could do the whole job themselves by charging the property awner 

The 

I instead of the userB Forgetting about property taxpayer relief, the 
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subsystem searched for an administrative solution. 

Back to EBMUD, Without resorting to equilibriun notions, it 

is interesting to observe how the subsystem solved its administrative 

headache. After superficially exploring a variety of alternatives, 

the subsystem returned to the 1958 solution: EBMUD should be the 

City's tax collector, 

and City Manager Keithley met with the top officials of ERMUD, who 

cams prepared to defend their billing charges. 

At the beginning of 1967)Reading, now Mayor, 

Instead Keithley asked 

them to take over the complete operation for the City. 

A f e w  months passed and the City had not received an answer 

from EBMUD. Members of the subsystem were pessimistic; they did not 

expect ERMUD to agree because the Di.strict was concerned about its 

public image. Everyone was surprised (including me) when McFarland 

of EBMUD told Keithley and 0del.l on March 23,  1967 that EBMUD would 

do what the City asked. No one in City Hall knows why EBMUD stopped 

worrying about its public image and agreed to become a City tax col- 

lector, ,Officials speculate that EBMUD did not want to lose the 

City's money which subsidizes EBMUD's computer operation. EBMUD 

officials !have not been available to verify this speculation. In 

any case, EBMUD agreed to bill, collect, and shut off the water to 

ensure payment--for a price. The District's services would cost an 

estimated $200,000 a year p l u s  a one-time charge of $50,000 for re- 

programming, 

Convenience, not costs, The subsystem agreed to EBMUD's pricee 

It had taken five years for Oakland to get what it wanted, No members 

.of the subsystem questioned whether the new administrative arrangement 
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would be worth having. 

approaching 18% of current revenue receipts. Perhaps the City might 

receive an additional $50,000 a year due to the District's enforce- 

ment proceduresa 

the basis of costs or additional revenue but on convenience. The 

agreement with EBMUD would allow the subsystem t o  escape the difficul- 

ties of enforcing the lien provision. 

High administrative costs would continue, 

The decision to use EBMUD, however, was made not on. 

The embarrassment of high de- 

linquency rates would be avoided, The subsystem was happy to go along 

with the approach which for years it had tried to arrange. 

seriously tried t o  explore any less costly alternative. Besides, if 

No one 

the costs were too high, then the rates could be increased. 

Administration: Consensus 

The agreement with EBMUD provided the subsystem with an 
! 

opportuni,ty to propose a rate increase, The Council could approve 

the EBMUD',agreement and an increase at the same time. The subsystem 

followed this basic rule: 

raise the rates. 

if a tax has high administrative costs, 

A rate increase would also relieve the  general 

fund, A l l  sewer maintenance and City overhead expenses could now be 

paid out of the Sewer Service Charge Fund, 

'argue that existing revenues were inadequate t o  fund the planned mod- 

ernization of the City sanitary sewer system. Existing revenues were 

inadequate because of high administrative costs and the subsystem's 

The subsystem could also 

.tendency to transfer general fund expenses to the sewer charge fund. 
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Thus, the subsystem could use'a variety of justifications for a rate 

increase, The efficiency appeal o f  the EBMUD agreement would be the 

opening wedge, and justification on t.he basis of property tax relief 

would insure the adoption of a rate increase. 

In planning its proposal to City Council the subsystem had to 

calculate what the traffic would bear, For residential users the 

Manager decided that the City should :charge a minimum of one dollar 

a month. The Finance Director, i.n devising the rate schedule for the 

commercial and industrial users, looked for a rate structure that w o u l d  

minimize taxpayer resistance, He thought at first that fifteen large 

users should pay more than the 13,000 small business and industrial 

users, feeling that it would be easier to deal with fifteen unhappy 

taxpayers than 13,000. Then he remembered it was the large users who 

had insisted on the sliding rate. 

While the subsystem explored alternatives, E. Hayden, the 

spokesman for Alameda County Industries, suggested a rate schedule 

that would soften the impact of'an increase for the fifteen large 
*, 

usersc His suggestion was added t o  the subsystem's list, By March 

1968, the;subsystem had'eight different rate schedules to present for 

Council consideration, 
i .  

The Finance Director presented a l l  the alternatives but re- 

commended number five, which the Council adopted, Number five pro- 

vided for a two-thirds' increase in the residential rate, a two-fifths' 

'increase for the small commercial and industrial users, and a one-third 

increase for the large industrial users, When the Finance Director 

chose number five, he was conscious of making a political decision, In 

.a letter t o  the Council, he stated: 



. . e In pricing governmental services, an economically scicn- 
tific approach cannot be utilized. 
must be part of the pricing effort. By political considerations, 
it is meant that each segment of the business and social environ- 
ment which might be affected by the establishment of rates must 
be considered. 

Political considerations 

The political consideration which the Finance Director mentioned was 

that the large users might leave Oakland. He said that an across-the- 

board increase gave an appearance of equity; but equity was not as 

important to Oakland as these large industries, In reality, he did 

not care if a few canneries left Oakland so long as they did not 

complain too loudly, Although he left the decision to the Coun.ci1, 

the Finance Director did not want the consensus on the charge disturbed, 

Number five was not Hayden's suggestion but would be accepted by him. 

The meeting, In the Oakland Tribune of March 24, 1968, re- 

porter B, Martin called attentiofi to the proposed increase and to a 

meeting which would be held to discuss the charge the following 

Tuesday afternoon. The Council held this open meeting in a small room 

in the City Hall, 

Martin of the Tribune, eayden of Alameda County Industries, and McKnight 

of the Alameda County Taxpayers Association, one neighborhood associa- 

tion representative and one non-affiliated citizen. 

Only a few members of the attentive public attended: 

I 
! 

After a general complaint about high taxes from the citizen 

and a complaint about sewer contracts from the neighborhood repre- 

sentative, the Mayor asked the Finance Director to give the Council 

.a presentation, Ode11 explained that mo'st of the City's administrative 

problems and costs were with the residential accounts; therefore it was 

appropriate that residential rates be lncreased more than industrial 

rates. In other words, all residential taxpayers should be penalized 

.. -' 
. .  . . I  
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because some of them do not pay.their bills. 

City Manager Keithley avoided the details of the proposed rate 

schedule, Instead, he pointed out the advantages of the charge: char- 

itable organizations, rest homes, and federal' agencies paid the charge: 

the tax-exempt did not escape the charge. His basic argument was that 

the rate increase would provide property tax relief, Ke reminded the 

Council that it had recently decided not to support sanitary sewers 

out of the general fund, The City would not be increasing taxes but 

merely cutting one tax while increasing another, 

cussion, the Manager indicated that he knew the history of the charge, 

Throughout his dis- 

He might have been the manager ten years ago. While most of the par- 

ticipants 'Lacked a contextual knowledge of the charge, the Manager 

knew the original justifications, the details of the EBMUD agreement, 

and the sewer service charge's interrelations with other tax and bud- 

getary policies, His continuity with the past and his effective per- 

formance encouraged the Council's adoption of the rate increase, 

The subsystem expects that by the summer of 1969 EBMUD will 

have completed its arrangements to accept all billing and collecting 

responsibilities for the City, At that juncture, the lien procedure 

will be replaced by EBMUD's threat of shutting off the water,, Delin- 

quencies will go down. The sewer service charge will become like the 

rest of Oakland's hidden taxes, Unaware taxpayers will p,ay without 

pain, 
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Summary 

One of the interesting features of this case history is the 

continuity of revenue behavior, 

the solutions of present problems, Once the subsystem develops a 

good story which facilitates taxpayer acceptance, there is no good 

reason to change ite It would waste the subsystem's time to conduct 

an intensive information search every time the Council considers the 

sewer service charge, and thus the subsystem used the Western City 

article advantageously to cut search costs. 

as good as a new one., 

day, the subsystemexplains the sewer service charge by quoting the 

1959 Citizens' Committee report. City officials continue to minimize 

taxpayer resistance; for example, the Finance Director takes care not 

to disturb the consensus on the charge by recommending a rate accept- 

able to the attentive public composed of large userss  

tinuity of revenue behavior is best expressed in the subsystem's per- 

severance in trying to get EBMUD to be a City tax collector, For the 

The decision rules of the past guide 

An o l d  justification is 

The property tax always needs relief. To this 

Finally, con- 

'. 

subsys tem! the administrative convenience of using EBMUD outweighs the 

excessive costs of its serviceso 

Members of the subsystem see many advantages to the sewer 
Q 

service chargee It is a painless way to finance sewer replacement. 

General fund costs are transferred to the Sewer Service Charge Fund, 

and the property taxpayer is relieved, The tax burden is spread among 

users who pay the nominal charge without complaint, 

exempt from the property tax pay the chargea 

Organizations 

Other sources of financing 
*- 
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are not as attractive for the subsystem; for example, Oakland voters 

seldom approve bonds for sewer replacement. 

service charge is consistent with the general City norm of financing 

capital improvement projects on a pay-as-you-go basis. 

The adoption of the sewer 

The case history of the sewer service charge shows clearly how 

the subsystem minimizes political costs while incurring economic costs, 

Are there alternatives t o  l o w  yielding, painless taxation? Do City 

officials have a choice? Is it possible to raise the property tax? 
. -  

Just what are the limits of taxpayer support and resistance? These 

are involved questions and there is little empirical evidence on which 

to base a definitive answere In Chapter VIII, I will try t o  explore 

possible policy alternatives open to City officials, In the next 

chapter, however, I continue my investigation of revenue behavior. 
. -  

! 
I .  . .  - _  . - I -  

. . 
C 
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CHAPTER VI 

BUDGETING WITHOUT MONEY 

_.  

One of my main interests in exploring revenue is that I believe 

it is an important factor in explaining budgetary behavior. 

previous chapters, I noted that the City's revenue constraint encourages 

building a budgetary surplus through conservative estimating rules and 

In the 

that Oakland uses its limited resources mostly for self-maintenance but 

not for an expansion of services, In addition, there are other aspects 

of budgetary behavior which indicate the importance of revenue, De- 

partmental officials often use revenue as a justification for expendi- 

ture requests; for example, the Recreation Department argues that its 

subsidization of Lake Merritt activities helps downtown business and 

increases the sales tax yield, The City's Budget Officer believes his 

analysts should know about revenue because it provides insight to a 

DepartmentD s program. 

Wildavsky identified at the federal level: in budget review, an ex- 

penditure request is more likely to be approved if it will pay for 

itself by generating its own revenue or decreasing costs.' 

\ 
Another example i s  similar to a "strategy" 

Thus, 

revenue influences behavior at a number of points in the budgetary 

groce s s I) 

To say that revenue influences budgetary behavior is not par- 

ticularly helpful because this conclusion approximates the empty 

.statement that cities spend the money they have, It is more interesting 

P. 



to focus sharply on the natuse of the influence. 

for example, point out that federal and state funded projects are 

given preference in Philadelphia's capital programming process, and 

Brown and Gilbert, 

I this finding suggests that the kind of revenue (i*es, free money) may 

bias resource allocations, 

of his simulation model, that the type of revenue pattern (constant, 

accelerating, and fluctuating) over time does differentially affect 

Creche found, in tesiing the sensitivity 

allocations between salaries, expenses, and equipment accounts. An 

increasing revenue situation, for example, decreased the "share" of 

resources going to salarPes, Probably budgetary behavior also varies 

by the wealth of the city; certainly those students who use aggregative 

statistical approaches have found that measures of income and assessed 

valuation are important determinants of local expenditures. 4 Hence, 

the kind of revenue, the pattern of funding over time, and the level 

and distribution of wealth in a city are some of the influential links 

to budgetary behavior. 

In Oakland revenue cleakly influences budgetary behavior, but 

the relationship is obscured if one views budgeting only as a resource 

allocation device, Forthe most part, Oakland's resources were allo- 

cated 'yeais ago when the present governmental structure was established. 
\ 

Previous decisions determine present allocations: 

B Manager-Council form of government, the decision to have a free li- 

the decision to have 

brary, and the decision on the fire insurance rating of the City were 

.made by other participants but govern today's actions, If one allows 

for slight increases in the cost of Oakland's employees and expenses, 

then last yearss budget is this year's budgeto Although the partici- 

pants will argue for marginal increases, no one expects there will be 

- ,  
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enough money t o  make a dramatic change i n  a p a r t i c u l a r  budget. 

acceptance of the no-money premise by most p a r t i c i p a n t s  re inforces  

Oakland's incremental budgetary behavior. 

The 

I f  the budgetary process should not  be in te rpre ted  s t r i c t l y  

as an a l l o c a t i o n  device, then how should one i n t e r p r e t  the e f f o r t  whi-ch 

most Ci ty  o f f i c i a l s  p u t  i n t o  i t? Certainly the budgetary process i s  

not  a meaningless r i t u a l  but  does have some use t o  City o f f i c i a l s .  The 

Department heads use the budget t o  communicate t o  the revenue subsys- 

tem, t o  the Council, t o  segments of the community, t o  t h e i r  professional  

assoc ia t ions ,  and t o  t h e i r  employers, The revenue subsystem w i l l  appre- 

c i a t e  t h e i r  problems and the other  groups w i l l  know t h a t  they t r i ed .  

Department heads do n o t  expect t o  g e t  what they request ,  b u t  they 

assume there  i s  nothing to  lose by asking, Since the Departments' 

requests exceed a v a i l a b l e  revenue, the subsystem chooses t o  balance 

the budget by c u t t i n g  and enough c u t t i n g  can postpone revenue increases ,  

Line-item budgeting and the inexperience of the budget ana lys t s  f a c i l -  

i t a tes  the  cu t t i ng ,  Besides having t o  force  expenditures to  f i t  a con- 

s e r v a t i v e  revenue est imate ,  the subsystem uses the process t o  control  

Ci ty  operations:  

the DeparknentPs cooperation by making marginal changes t o  the  budget, 

I 

the  Manager f inds  out  what i s  going on and encourages 
! 

Communication and cont ro l  are two important reasons why Oakland o f f i c i -  

als  take budgeting ser iously.  

The t i t l e  of t h i s  chapter could e a s i l y  have been: d i s junc t ions  

, i n  the budgetary processa When one examines the influence of revenue on 

the budgetary process, the City bureaucracy appea r s to  be dichotomized 

i n t o  budget-spenders ( the  Degartment.s) and budget-cutters ( t h e  revenue 

subsystem), The continuous fiscal .  deprivat ion i n  Oakland sharpens the 



the difference between these two groups of officials, The Subsystem 

has to reduce its service orientation, and emphasize revenue consider-  

ations, The Departments, on the other hand, have to disregard the 

revenue constraint, and concentrate on their service-performance fun- 

ction, A s  a result disjunctions occur: (1) the Departments ignore 

revenue limitations in formulating their programs; and (2) the revenue 

subsystem ignores program and service considerations in balancing the 

budgeto The subsystem worries about input (revenue) while the Depart- 

ments worry about the City system output (service). . 

Ignoring the Guidance 

Members of the revenue subsystem seek to hold down costs while 

operating officials seek to improve service and indirectly to expand 

costso The budgetary interaction between these two sets of officials 

is one of latent conflict and is related to functional differences: 

throughout the budgetary process the maintenance function of the subsys- 

tern conflicts with the service-performance function of the operating 

Departments, 

I 

\ 
I 

This conflict is particularly evident when one examines 

the guidance part of the process, 

issues instructions to the Departments €or budget preparation. One 

In the fall, the revenue subsystem 

of these instructions is the Managerrs guidance letter which states 

his assessment of the City's probable fiscal condition for the future 

budget year, 

budget-cutters? 

How do budget-spenders respond to the guidance of the 
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If experience from other studies was applicable, one might 

expect that the City Manager's guidance letter, which reflects the 

subsystem's revenue concerns, would influence the Department's budget 

preparation. The Manager would state his no-money premise and oper- 

ating officials would lOb7er their requests accordingly. Yet in Oak-, 

land most officials do not pay attention to-budgetary guidance. In 

other cities however, operating officials appear to be more responsive 

to guidance. In Creche's simulation work he found that the mayor's 

letter sets in motion the budget process, but more importantly it 

structures the department head's decision problem; from the "tone" of 

the letter the department head estimates what the mayor will allow in 

terms of an increase to his present budget. Supposedly a pessimistic 

financial tone tends to depress budget requests, and therefore depart- 

ment heads ask for more, but not as much as they would if the financial 

situation were optimistic, 

5 

The explanation for the differences between Oakland and these 

other cities might lie in the degree of centralization of the city, 

the city's political structure, and economic conditions. Conceivably 

a strong mayor, who has some control over'his departments, could in- 

sure that departments would be responsive to changing economic conditions 

and revenue resourceso In Oakland, there is a history of autonomous De- 

% 

partments and Commissions, and only recently has the Manager attempted to 

control the fragmented organization, Furthermore, there is the continu- 

ing problem of no-money, which I termed earlier, fiscal atrophy, 

there any incentive for a Department head to pay attention to guidance 

letters in an impoverished cityp like Oakland, which has been pinching 

Is 

pennies €or  years? As we shall see some Department heads pay more 
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I I 

1 

a t t e n t i o n  t o  the guidance than o thers ,  but  no o f f i c i a l  holds the 1.ine 

although a l l  a r e  asked t o  do so. 

G u i d a n c e p e t i r e p e t i t i o n  and ambiguity 

The important thing t o  understand about the Manager's l e t t e r  

i s  t h a t  i t  contains  non-operational guidance o r  decision rul.es t ha t  

a r e  n o t  decis ion ru les .  Because everybody knows there  i s  no money, 

the l e t t e r  does not  express anything new. The Ci ty ' s  head Librar ian,  

fo r  example, complains t h a t  fo r  twenty years he has l i s tened  t o  the 

same o ld  s to ry  from a vari,ety of Managers and Budget Officers:  there  

i s  not  enough revenue and the budget must  be cut.  

cried wolf too of ten ,  

City o f f i c i a l s  have 

The Librar ian  i s  cor rec t  about h i s  observation t h a t  every year 

the Manager says the same t.hin.g. An examination of the guidance l e t t e r s  

since 1957 revea ls  two themes. The f i r s t  i s  the "teamwork" theme which 

I 

states t h a t  the City has f inanc ia l  problems, but  the answer i s  t o  work 

together t o ' c u t  cos t s  and be e t f i c i e n t .  This theme appeals t o  the con- 

science of the Department head t o  give the taxpayer the most f o r  h i s  

money. 

revenue increases ,  

! 

I f  the Departments can be e f f i c i e n t ,  then the C i t y  might avoid 

Here are some se l ec t ions  from the guidance l e t t e r s  

I 

1 

t o  i l l u s t r a t e  t h i s  teamwork theme: 
1 

Fisca l  Year 1957/1958, 
l eve l  of se rv ices  a t  a decreased cost ,  I t  i s  requested tha t  e e e 

each department head and board review i t s  operations and make 
suggestions t h a t  w i l l  ass is t  us  i n  reducing costs.  With your 
ass i s tance ,  we may avoid increasing the t ax  r a t e  o r  seeking new 
sources of revenue, 

Our goal is t o  maintain the present  high 

F i sca l  Year 1960/1961, 
the f inanc ia l  problems of the City i n  these d i f f i c u l t  times i s  
g r e a t l y  appreciated,  

Your f i n e  team e f f o r t  i n  helping u s  meet 
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Fiscal Year 1962/1963. 
that keeps our City's operations going is the property tax. 
Please remember that every $65,000 that you are responsible f o r  
spending is equal t o  1~ 012 the tax rate. Approximately 90% of 
our City's budget pays for day-to-day expenses . . . You can see 
the importance of reducing our day-to-day costs by increasing 
efficiency. 

A s  you know, the main sourcc of revenue -- 

The second theme is more dismal; it stresses the revenue-ex- 

penditure gap, It states the no-money premise and emphasizes that 

services cannot be expanded, Although the letters do not use the hold- 

the-line term, the subsystem's expectation is that the Departments will 

submit expenditure requests similar to their current funding levels: 

Fiscal Year 1958/1959, 
lation can be predicted, Significant revenue increascs cannot 

No substantial growth in Oakland's popu- 

be expected, but the cumulative effects of increased employee 
benefits e must be met. (I e Expenditures are increasing at. 
a rate which exceeds the ability to raise additional revenues. . . ,, 
Fiscal Year 1963/1964, 
the existing level of services as approved e for the 1962/1963 

Your budget estimates are to be based on 

year, 
extreme embrgency situations, e e Expenditures are increasing at 
a rate which exceeds the ability to raise additional revenues. 

Thus there is justification for the charge of cry-wolf. In Oakland 

,-Requests for new personnel will only be considered in 

it is not a question of pulling in your belt one year so that next 

year you:,will do better, Department heads soon get cynical and adopt 

the stance that they have nothing to lose by asking, 
! 

Even during a fiscal year, members of the subsystem continually 

remind Departmental officials that the City is financially impoverished. 

The Manager, at every possible opportunity, points out the revenue con- 

straint. Hencep Department heads are well aware of the City's financial 

'limitations before they receive the formal guidance letter. In the sum- 

mer of 1967, the Nanager told the Department heads that they would have 

to hold the line, 

Manager said it again: 

By the fall (October) no one was surprised when the 
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A s  I have stated earlier . . the 1967/68 year will be a most 
difficult one, financially. Consequently, it is not possible to 
plan any major changes in the level of services provided, or 
that any major additions will be made in the amount spent by any 
department beyond what is absolutely essential. 

In a situation of continuous f i s c a l  deprivation, to be told t o  

cut costs and not to ask for more loses a l l  significance. Furthermore, 

the guidance is ambiguous: 

Fiscal Year 1968/1969. A s  you begin the preparation of your 
departmental budget request, I wwld ask that you bear in mind 
that the City of Oakland continws t o  face a difficult and de- 
bilitating financial problem. The economic condition. of the 
community is such that we as professional administrators must be 
constantly aware of the fiscal limitations whithin which we must 
function. 

The Department head who receives this guidance can say yes, I am aware, 

but so what, Lacking specific instructions, Department heads are free 

to interpret the guidance according to their own spending inclinatioiis. 

Oakland does not make use of ceilings or acceptable percentage levels 

of deviation. Since the subsystem does not quantify the hold-the-line 

guidance, Department heads see the guidance more as a request rather 

than an order. Ambiguity provides maneuver room, and Department heads 

do not want the guidance to contain ceilings and be specific. 

Another interesting feature of the hold- the-line guidance is 

When 
L 
! 

that the Subsystem does not make much effort in developing it, 

they write the City Manager's letter, members of the subsystem do not 

try to estimate revenue for the coming fiscal year, Detailed revenue 

estimates are not computed until late in March and April when the sub- 

system must balance the budgets Considering the importance of revenue 

to the municipal budget, one might expect that guidance would be based 

on some investigation of future revenue conditions. 

of the subsystem assume that they are not going to have any significant 

Instead members 
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increases in money and write the letter on the basis of their general 

feeling of financial pessimism, 

Thus both sides in the budgetary arena, the members of the 

subsystem and the Department heads, are well aware of the City's fi- 

nancial problems, 

put out the guidance and the Department heads do not need the guidance 

because they already know, The guidance letter simply initiates the 

budgetary process; it does not structure or  delimit the actor's de- 

cision problem because it is ambiguous and because the no-money premise 

has already been accepted by City officials. 

The subsystem does not have to estimate revenue t o  

Department heads do not hold the line 

One could think of guidance as structuring the Department 

head's decision problem if, when the Manager said to hold-the-line, 

the Department head did soe To the Manager, hold-the-line means be- 

cause there is no money, do not waste your time on budgeting; submit 

this year's budget for next yeara Although Department heads accept 
~. 
the no-rnAney premise, they do not accept the Manager's conclusion to 

hold-theL-line, In many cases the difference between a Department's 

1967 buagkt request and its 1966 budget appropriation is quite sub- 
I 

. -  . _  
sgantial, In Table 6-1 this difference is shown as a percentage of 
-. 
the 1966 budget appropriation, 

responsiveness t o  the Manager's guidance, and it is reasonable to con- 

clude that the large Departments that are responsible f o r  providing 

services and meeting public demands do not hold the line, 

Departments certainly vary in their 
_ _  
t' 

The one 

major exception is the Museumvs reduction of 12,7%, Such reductions 

are quite atypical and this situation was the result of a decision 
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to postpone the opening date of Oakland's new museum. Minor exceptioz?s 

to the conclusion occurred in some of the staff offices such as the City 

Clerk and the Manager's own office which requested slightly less than 

their previous budget. If Department heads were trying to hold the 

line, one might expect a slight increase in the requests as a result of 

price changes, but certainly one would not expect a 30% increase, 
- 

-- 
TABLE 6 - 1  

DEPARTMENT HEADS DO NOT HOLD THE LINE 

Department 

Museum 
Police 
Library 
Fire 
Building S. Housing 
Municipal Buildings 
Street S, Engineer ing 
Park 
Traffic Engineering 
Recreation 

1967 Request Minus 1966 Budget Approeriatjon I_-- 

1966 Budget appropriatj.on 

(percentages) 
-12.7 % 
4- 5.9 
I- 6.0 
-t 4.5 
$11.8 
$13.8 
+17,3 
$32.3 
I-34.1 
+38.7 7'* 

Source: City of Oakland, Budget and Finance Departmentc 
, 

TQ students of organizational behavior, the conclusion that 

officials do not do what they are asked to do is trivial. The inter- 

esting question 2s why do heads of Departments, like Dickens' Oliver, 

ask for more, particularly when the fiscal barrel is empty. 

Department heads ignore the guidance to get more m o z  

There is not doubt that Department heads believe that by asking 

they increase their chances f o r  getting more funds, They.,usually can 

.. 
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cite examples of putting in an item and getting it. 

Department heads feel they are competing for funds. 

they might lose the money to another Department and not get their fair 

share, 

an advantage to those officials who do not follow the guidance. 

Moreover, some 

If they do not ask, 

From their perspective submitting a "bare-bones" budget is giving 

But does it pay to ask? Do Department heads who ask f o r  more 

really get more? I do not have a definitive answer to this question 

because Zt is difficult to isohte the effects of the request patterns, 

But I feel that, in a fiscally deprived situation, asking for more 

probably has some minor short run pay-offs but in the long run it does 

not make much difference in the expenditure level of a Department. 

Asking for more in itself is not enough to dramatically change what a 

Department gets. For example, in examining budget request and expend- 

iture patterns since 1960, I found that the Police Department was 

consistently lower in its requests than the other major Departments. 

On the average, the Police Chief asked for a 3.4% increase (over the 

previous, appropriation) while ;he Recreation Superintendent asked for 

a 32,7% increase, Through the years with different actors, these two 

Departments maintained their pattern of budgetary request. But the 
L 

1 .  

average increase in expenditures for both Departments was about the 

same: the low-asking Police Department's expenditures increased 8.0% 

per year while the high-asking Recreation Department expenditures in- 
I 

creased 6.9% per year, 

Furthermore, events outside of a Department head's control 
- 

influence expenditure levels more than his request patterns. 

from the federal government, a new gas tax from the State, the voters' 

A grant 

approval of bond issues for a museum--all of these revenue events 
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dramatically affect expenditure levels, Even for those Departments 

that grow gradually through the years, the request pattern is not a 

satisfactory explanation. For example, salary incre6ses, an important 

factor in the growth of expenditures, are determined outside of the 

system of requests, Sometimes the Council approves salary increases 

as a result of organized employee pressure, b u t  usually salary increases 

are computed according t o  a formula and are granted automatically. tknce, 

asking for more may occasionally get a Department a minor equipment item 

but that itetn will be l o s t  in the other forces which increase the l eve l  

of expenditures over time, 

DeDartment heads innore the guidance to exmess the needs 

Department heads may have the expectation that it does not 

hurt to ask but hoping for additional funds is not the only explanation 

f o r  their behavior, The typical Department head explains his response 

t o  the guidance as: 

can understand this job unless he sits here; I know our needs, and I: 

YuLd not be doing my j o b  unless I expressed them. Department’s needs 

are assumed to be coterminous with community needs when the Department 

bead-mixes-professional standards and community demands in his budget 

I am a professional; no one, not even the Manager, 

! 
t 

request, .matever the source of these needs, the budgetary process is 

used to communicate needs and to put the problem where the money is. 

Yhe-Department head, like a doctor, prescribes medicine for good health, 

.but he cannot force the patient to take’it, His professional respon- 

gibility stops when he writes the prescription, Similarly, the City 

Engineer states a path needs a railing or someone might be hurt, the 

Fire Chief feels the level of fire protection is in jeopardy because 



the City should have a new pumper, and the Recreation Superintendent 

believes the golf course should be redeeded as the City is competing 

with other courses. Department heads feel they have done their jobs 

and relieve their own anxiety when they express their needs. Not only 

do they satisfy -their own professional norms, but by passing the buck 

to the Manager and Council, Department heads satisfy their employee 
c 

and community constituents, 

Although Department heads do not hold the line, they do ex- 

hibit different degrees of responsiveness t o  the subsystem's guidance 

and can be classified into three types: (1) ignoring, (2 )  compromising 

and (3 )  following, 

The Ignoring Department head accepts the no-money premise but 

completely disregards its implications, He acknowledges that the City 

is living within a severe revenue constraint; however, because it is 

his responsibility to express the needs of his Department regardless 

of the revenue problem, the guidance letter is meaningless to him. 

His budget requests are a devick to make these needs salient: the 

budget is' an educational process and an opportunity to express needs 

and problems, Although.he wants more money, it is equally important 

for him td get the Manager and the Council to appreciate the nature 

\ 

I 

of his problems, If these ignoring Department heads do not get the 
I 

money this year, they hope that maybe they will next year, They say 

they would submit the same budget regardless of the financial warning 

of the Manager's letter, 

The Compromising Department head does not play it straight 

but manipulates his budget to get all that he can without alienating 

the Manager, He tries t o  strlke a balance between what he thinks he 
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needs and what he thinks he can get. For example, holdiiig-the-line 

may mean not rapidly expanding the staff, not requesting excessive 

equipment, and cutting o u t  some programsa On the other hand, the 

compromising Department head wants as many opportunities as possible 

to explain his problems and press for his programs. If he keeps his 

budget stable, there might be less opportunity to gain the Manager's 

appreciation of his problems, 

a strict interpretation of the hold-the-line gui.dance, the compromising 

Department head looks for some middle ground where he can feel that 

he followed the guidance and presented his problems. In short, he 

Considering the lack of incentives €or 

believes it does not hurt to ask as lbng as he does not ask for some- 

thing extravagant. Holding-the-line for cornpromising Department heads 

means keeping the lid on expenditures but not maintaining the same 

budget levelo It means looking for funds for some. needs and keeping 

quiet about other needs. 

The Following Department head is cautious about using the 

budget to gain an appreciation of needs and problems., 

of the major Department heads fall in this classification. The 

following Department head unequivocally states that he seriously 

Only a few 

! 

L 

follows the Manager's guidance letter. He has a reputation for not 

padding budgets, and he is anxious to maintain this reputation with 

Budget and Finance officials and the Manager, Therefore, when he 

receives the Manager's letter, he has his subordinates use it in 

preparing their budgets, Furthermore, the Department head and his 

immediate budget assistants feel that they conduct a detailed review 

by each minor item, so9 as they put it, "there is no water in the 

towelmVr The following Department head looks to cut costs wherever 



2 2 4  

he can, and the aura of: turn in your pencil stub bEfore drawing 

another pencil, is prevalent. His prediliction for following the 

orders of a superior to maintain the Department’s reputation gets in 

the way of an expansive use of the budget. 

believes his budget can be used to express a few operating problems 

even though he expects that his requests will be cut. 

On the other hand, he 

Xartrrient heads ignore the guidance because it does not hurt to ask 

IronicalLy, the subsys tem wants the Departnlcnts to hold- tLe- 

I_---- 

line but encourages them not to do SO. 

compliance. Members believe it is unrealistic to expect a budget to 

remain flat, and that some change is likely. 

Departments cannot help themselves. For example, the scheduLing of a 

Subsystem members excuse non- 

They know that occasionally 

project may be out of their hands: because of their renewal plans, the 

independent Redevelopment Agency may call for a heavy street-lighting 

expenditure in a particular year; similarly, the Chief Engineer has to 

request construction funds because of previous commitments. Particu- 

larly for those Departments whose budgets rely on State and federal 

funds and involve capital expenditures, the subsystem does not expect I , 
them to hold the line. Department heads sense that the subsystem’s 

expectations are not firm and this provides leeway to ask for moreo 

Since the subsystem does not mean business, there is no pun- 

ishment for non-compliance and no reward for adherence, Given the 

,City’s fragmented organization, it is difficult to enforce any orders 

of which adherence to guidance is a specific case. The’Manager cannot 

fire a Department head because of non-compliance, All the Department 

heal loses is the time he spends filling o u t  requests which will not 
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be approved. Moreover, Department heads realize that their personal 

potential rewards (such as a raise) are related t o  the subsystem's 

general- evaluation of them and are not a function of a single year's 

budgetary request, 

In any event, for the subsystem to reward or punish a Depart- 

ment head, the members have to perceive that the official did not 

follow orderss Given the ambiguity in the guidance, I had expected 

that the higher the official was,in the City hierarchy, the more neg- 

atively he would percieve Department responses; members of the subsys- 

tem would feel that no one held the line, and Department heads would 

feel that they did hold the line. However, as T a b l e  6-2 shows, per- 

ceptions as to who held the line were much more uniform among officials 

---.-_---- - 
----I_ .... - -_ 

TABLE 6-2 

D I D  THE DEPARTMENT HOLD THE LINE? 

Department 
Museum , 

Police ' 

Library I 

Fire 
Building d Housing 
Municipal Buildings 
Street 6. Engineering 
Park 
Traffic Engineering 
Recreation 

\ 

i 

Dept. 
Head 
No 
Yes 
No 

No . 
Yes 
Yes 
Yes 
No 
No 
No 

- 

Revenue Swbsys teem 
Budget 
Office Budget Finance City 

' Reviewer Officer Director Manager 
___.- 

No 
Yes 
No 
Yes 
NO 

Yes 
No 
No 
No 
No 

NO 

Yes 
Yes 
No 

Yes 
Yes 
Yes 
No 
Yes 
No 

No No 

Yes Yes 
No Yes 
No No 
NO No 
Yes Yes 
NO No 

NO No 

NO No 

NO No 

- 

than I had anticipated, 

with subsystem members, 

Department heads more often than not agreed 

But what is more interesting, there was agree- 
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ment on the positive responses even when objectively (see Table 6-1) 

these Departments did not hold the line. Furthermore, w?ien the data 

ih Table 6-1 are compared with the responses in Table 6-2 it is clear 

that the Department's recent budget request is not the only influence 

on these perceptions, For example, the Library's modest increase of 

6% is similar to the Police Department's figure. But while everyone 

agrees that the Police held the line, there is no such agreement among 

members of the subsystem about the Library. The Muscum submj ts a bud- 

get decrease and both the subsystem and the Department head agree t h a t  

the Museum did not hold the line, It does not make much difference how 

much the Director requests; subsystem members believe the Museum is 

living in relative luxury. The Museum Director is puzzled about this 

reaction because he does not believe that the Manager's guidance applied 

to him, He i.s under the impression that he has been given a mandate to 

develop the finest museum on the West Coast and he has developed the 

spending norms that everything (including the ashtrays) must be first 

'rate. The Museum has the reputation of being a big spender. 

Why do members of the subsystem perceive 

as big spenders and others as holding the line? 

reflect evaluations of the individual Department 

of behavior probably influences their formation. 

I 

- .  

some Department heads 

Since the perceptions 

heads, a broader range 

In other words, the 

Subsystem- member develops these perceptions through years of contact 

with the Department head on a variety of budgetary and non-budgetary 

matters, 

& -  . _  

The perceptions are built up out of a general pattern of be- 

havior not as a reaction to a single budget request. Because Depart- 

ment heads do have spending reputations, the Manager congratulates the 

Police Chief on doing a good j o b  on the budget while he comments on the 

... 
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I 

Recreation Superintendent's performance, "that's par for the course, 

recreation departments never hold the line." 

One explanation for the members' perceptions which appears 

inconsistent with budget requests of the Department lies i n  a dis- 

tortion of an old saying: familiarity breeds understanding and t.oler- 

ance. Through t he  years some Subsystem members, by working with 

Department hcads on a variety of projects, have come to appreciate the 

Department's problems,, The subsystem member adopts the service orien- 

tation of the Department head. 

should express needs, and it is hard for him to cut a budget because 

he becomes concerned about the cut's impact on service. Such a situation 

existed with the City's Budget Officer who was finally fired because the 

other subsystem members felt that he had been coopted by the Departments, 

He starts believing that the budget 

The Budget Officer, more than any other menber of the subsystcm, thought: 

the Departments had held the line, (see Table 6 - 2 ) ,  

Although the Budget Officer's behavior may be exaggerated, the 

same factor of tolerance also gffects the other members of the sub- 

system, In the case of Municipal Buildings Department, the members 

know that',the Department houses the City Architect and the Auditorium 
i 

Director who, for reasons which no one remembers, feel they are auto- 

nomouse The Department head has no control over these people, so his 

budget requests come in high (13,8% increase). However, since all 

members of the subsystem are aware of the Department heads' organiza- 

.tional difficulties, they agree with hiin that he held the line. 

Subsystem members also transfer their negative evaluations of 

EL Department headCs perEormance to.their perceptions about budgetary 

responseo For example, Subsystem members believe that the Library has 



the  h i g h e s t  c o s t  and the  l o w e s t  s e rv lke  i n  t h e  S ta t e ,  Tllcjr feel t t , a t  

the  Library did n o t  hold the l i n e  because of t h e i r  general  riegnt!.vc 

evalua t ion  of the  Library 's  performance, and t h e i r  f e e l i n g  i s  n o t  re- 

l a t e d  t o  i t s  c u r r e n t  budget request ,  Similar ly ,  members of the  S L I ~ S Y S -  

t e m  view the  Building and Housing Department with suspicion, so  most of 

them perceive t h i s  Department as n o t  conforming t o  guidance. Accordirig 

t o  them the  Department head has n o t  held the  l i n e  because he hed no t  

f i r e d  the  people who had been c u t  from the  previous yea r ' s  budget. The 

Department head thought he could l e t  the people go by a t t r i t i o n ,  and 

he f e e l s  t h a t  he held the  l i ne .  

Members of the  subsystem evaluate  Department heads n o t  from 

a s i n g l e  budget request  but  from exposure t o  a broad range of behavior. 

Department heads know t h a t  t h e i r  own evaluat ions are  no t  t i e d  t o  a 

s i n g l e  budget request ,  s o  t he re  i s  every reason t o  ask f o r  more. Since. 

t he  subsystem does no t ,  a t  l ea s t  openly, punish non-corn:)liance o r  r e -  

ward adherence, Department heads are free t o  use the budget t o  s a t i s f y  

o t h e r  demands on them. Without g e t t i n g  s u b s t a n t i a l  amounts of addi- 

t i o n a l  resources ,  Department heads s t i l l  f e e l  t he re  are enough incen- 

t i v e s  t o  ignore the  guidance, It does no t  h u r t  t o  ask. 

Under condi t ions of continuous f i s c a l  deprivat ion,  budgeting 

a t  the  Departmental l e v e l  ceases being f i s c a l l y  r e a l i s t i c  because 

programs, t he  Department*s plans and a s p i r a t i o n s ,  are in su la t ed  from 

the  C i t y ' s  revenue c o n s t r a i n t ,  

guidance demonstrate a c r i t i c a l  d i s junc t ion  i n  the  process. 

Responses which ignore budgetary : 

1 
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Balancing the Budget 

Although the Departments ignore the City's revenue constraint 

in their requests, the revenue subsystem cannot ignore the reality of 

not having enough money to meet these requests. Subsystem members 

know they must follow Oakland's basic fiscal rule: the hudget must be 

balanced. Every year the subsystem faces the problem of cutting the 

budget to match the City's revenue constraint; for example, for fiscal 

year 1967/1968, the total amount requested was about 10% more than es-  

timated reveaueso Cutting is an intrinsic part of any budget process. 

It occurs at the national and state levels. But what is unique about 

smaller governments, like Oakland, is that the people who do the cut- 

ting are the City's revenue maximizers. Cutting the budget is a form 

of revenue behavior. In Oakland this behavioral tendency is reinforced 

by the lack of money. The motivation f o r  the revenue subsystem is clear: 
\ 

the more it can cut, the less it has to worry about finding new sources 

of revenuen The first line of defense against budget-spenders is to 

balance the budget by cutting. 

The simple fact that budget-cutters are revenue-maximizers 

creates another disjunction in the process: the revenue subsystem ig- 

nores program and service considerations in balancing the budget. In 

practice balancing does not mean the explicit determination of services 

by considering available resourcesa 

a matter of paring the budget down to what the base was in the previous 

In fact, most of the balancing is 

year by getting rid of incremental requests and not by making major re- 

allocations in terms of the utilization of resources or the adjustment 

of the operating configurations of the Departmentse6 The world would 
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llave t o  be very d i f f e r e n t  than i t  i s  t o  make such major real locat ions:  

f o r  example, (I) a l l  resources could be used (no cons t ra in ts  on t rans-  

f e r r i n g  personnel because of c i v i l  s e rv i ce ) ,  ( 2 )  o f f i c i a l s  would agree 

on goals ,  ( 3 )  o f f i c i a l s  would know the  r e l a t i o n  of current  programs t o  

those goals  and ( 4 )  the  publ ic  would agree completely w i t h  the o f f i c . i a l s ,  

In  such a world, o f f i c i a l s  probahly would not  have to worry about. a re- 

venue c o n s t r a i n t  e i t h e r ,  but  they do have t o  worry, so  budgeting procerds 

by cu t t i ng ,  and the Ci ty’s  output i n  terms of goals  and services  i s  

mostly disregarded. 

Ci ty  o f f i c i a l s ,  as compared t o  the general  public,  c e r t a i n l y  

understand t h a t  there  i s  a connection between taxes and services.  

I n t e l l e c t u a l l y  they see the tax-service nexus, b u t  i n  the i r  behavior 

they have t o  emphasize only one-half of the r e l a t ion .  C i t y  o f f i c i a l s  

expect the Departments t o  express se rv ice  needs and  the menibers of the 

subsystem t o  express revenue needs. F a i r l y  insu la ted  from community 

demands and serv ice  needs, the subsystem balances the budget with i m -  

punity. 

s e r v i c e , ’ t h e  f i s c a l  s i t u a t i o n  dr ives  them t o  cut.  

Although members use  the r h e t o r i c  of any c u t  means a cu t  i n  

I 

Inexperience f a c i l i t a t e s  c u t t i n g  i n  the Budget Office 

The Budget and Finance Department--the ana lys t s ,  the Finance 

Director ,  and the Budget Off icer ,  would Like t o  balance the budget by 

a l l o c a t i n g  and r e a l l o c a t i n g  within and between the departments, In  

. p rac t i ce ,  they seldom have the knowledge t o  be ab le  t o  do i t ,  Bal- 

ancing the budget i n  the Budget Office i s  accomplished by a lack of 

information, Because of h i s  own lack of experience, the analyst  i s  

n o t  aware of the impact of h i s  a c t s  on serv ice  or  on p o l i c y ;  he i s  
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f r e e  t o  make c u t s  and t o  i d e n t i f y  items f o r  which the CiLy Manager 

must make decisions.  

becomes about h i s  Department, and the  more aware he becomes o€ the :im- 

The more experienced and kno.\:.ledgezbl.e 2n snal.yst 

pact of c u t t i n g  on t h a t  Department, the more rel.uctant he i s  t o  make 

r a sh  suggestious. Thus, f o r  the  budget ana lys t  t o  be a defender of 

revenue, inexperience i s  a g r e a t  help. 

To put t h i s  balancing by c u t t i n g  i n  an organizat ional  context ,  

i t  should be recognized t h a t  the  Budget Off ice  i s  small, containing a 

handful of analysts .  During the  p a s t  few years ,  i t  hns becoaie r e l a t i v e l y  

i s o l a t e d  from the  Departments which view the  Budget Office s u s p i c i o ~ ~ s l ~ y  

as a necessary e v i l ,  as  a compiler of other  people 's  numbers. 

worrying about revenue, the Budget Office spends i t s  t i m e  fighti-ng s m a l l  

f i r e s ,  taking care of minor t r a n s f e r s  01 funds or g e t t i n g  involved i n  

meaningless d e t a i l ;  consequently ana lys t s  have lirnitcd opportunity t o  clo 

s t u d i e s  before the  budget season and during the  season i t  i s  inipossjb1.e 

t o  do anything i n  depth. Since each ana lys t  i s  assigned three  o r  four 

Departments and has a heavy workload during the  r e s t  of the  year ,  he i s  

un l ike ly  t o  l e a r n  much about any Department. 

Besides 

' 

The few experienced ana- 

l y s t s  i n  the  oEfice have l e f t  f o r  other  jobs ,  and the considerable 

turnover . . .  i n  the  o f f i c e  has re inforced t h i s  l ack  of experience. 

Officers- usual ly  worry about t h e i r  ana lys t s  becoming cap t ive  by the  

I 
Budget 

Department r .  t o  which they are assigned, bu t  t h i s  is not  a worry i n  _ -  

Oakland because of the l e v e l  of inexperience, 

budget ana lys t ,  who knows l i t t l e  o r  nothing about the Department he i s  

reviewing, c u t  t h a t  Department's budget? 

How does an inexperienced 

Inexperience In i tsel f  fo rces  upon the  budget ana lys t  the  use 

of a se t  of ru les  of thumb, The a n a l y s t  f i r s t  looks a t  l a s t  y e a r ' s  



appropriations to identify any significant changes, 

or incremental requests which get his attention. 

the details here is an outline of the rules of cutting: 

It is the changes 

Without going into 

cut all increases in personnel 
cut all equipment items which appear to be luxuries 
use precedent, cut items which have been cut before 
recommend repairing and renovation rather than replacing for 
faci li ties 
recommend study as a means of deferring major costs 
cut all non-item operating costs by a fixed percentage (such 
as 10%) 
do not cut when safety or health or staff or pu6lic is ob- 
viously involved 
cut Departments with "bad" reputations 
when in doubt ask another analyst what t o  do 
identify dubious items for the Manager's action. 

The analyst, by looking for enough items to cut, proceeds u n t i l  

the budget is balanced within the existing revenue constraint. Ironi- 

cally, the very existence of the Cityls revenue constraint facilitates 

expenditure cuts. 

vinced that certain things should be cut or that economy is a necessity 

when he is told there is no choice. For example, consider personnel: 

usually, Departments will request a total of over a hundred additional 

The analyst does not have to be persuaded or con- 

people (about 3% of the City's current personnel strength). These re- 

quests will be turned down without any investigation because the point 

of departure is: what was the budgeted personnel strength last year, 

If there were no revenue constraint, then someone might have to consider 

seriously the validity of personnel requests. But because personnel are 

the main costs of the budget and for every person the subsystem adds, 

the City incurs a fixed cost--once hired never fired--the rule is: cut 
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any incrementally requested personnel. 

I n  addi t ion  t o  inexperience and the e f f e c t  o€ the revenue 

cons t r a in t ,  the  l ine- i tem form of Oakland's budget f a c i l i t a t e s  the 

cut t ing.  The a n a l y s t  does not  have t o  worry about the e f f e c t  on ser- 

v ice  when cu t t i ng  l i n e  items because he does not  know the e f f ec t .  

Budget requests  do mention serv ices  i n  the n a r r a t i v e  and sometimes i n  

the workload s t a t i s t i c s ,  Budgeting cos t  information, however, 5 s not  

r e l a t e d  t o  the measures of se rv ices  or  workload s t a t i s t i c s ;  i n  f a c t ,  

reques ts  from Departments obscure serv ices  s o  t h a t  the revenue suhsys- 

tem cannot ad jus t  programs even if i t  wants to. A program budget 

would be much harder t o  cu t  and would c o n f l i c t  w i t h  the subsystem's 

short-term revenue object ives .  This i s  not  to  argue t h a t  inexperience 

and the lack of program information a r e  v i r t u e s  because.obviously the 

a b i l i t y  t o  perform a n a l y t i c a l  s t u d i e s  about a Department can a i d  i n  

making rea l loca t ions .  B u t ,  given t h a t  the ana lys t s  do not  have the 

resources t o  make such s tud ie s ,  then l ine- i tem budgeting coupled with 

inexperienced review does f a c i l i t a t e  the process of balancing and the 

pro tec t ion  of revenue. 

I 
I 

The City Manager: budget review f o r  cont ro l  and ef f ic iency  

The City Manager o f t e n  a s s e r t s  t h a t  budgeting i s  a waste of 

time because there  i s  no money. He says t h a t  o f f i c i a l s  should not  

spend much time on budgeting, but  i n  f a c t  he spends a g rea t  deal  of 

time on budgeting, 

Departments and focus on items f o r  h i s  decis ion,  the Manager reviews 

a l l  the budgets and makes most of the decisions: he f e e l s  t h a t  i t  i s  

h i s  budgeto 

After  the ana lys t s  review the submissions from'the 

The Planager cont rad ic t s  h i s  own budgeting ,statements 
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because of h i s  d e f i n i t i o n  of.what a City Manager should do. H e  makes 

budgeting dec i s ions  wi th in  the  context  of h i s  t o t a l  job. Since he i s  

t r y i n g  t o  c e n t r a l i z e  adminis t ra t ion i n  the Ci ty ,  the budget becomes a 

c r u c i a l  po in t  of  con t ro l .  I n  order t o  introduce e f f i c i e n t  administra- 

t i o n ,  the  Manager m u s t  con t ro l  the C i ty  bureaucracy, The more thc> 

C i ty  i s  e f f i c i e n t  and the  more c o s t s  can be c u t ,  the less the pressure 

on scarce revenue sourcese Revenue protect ion,  e f f i c i ency ,  and con- 

t r o l  converge when one examines the  budget behavior of the  C i ty  Managerc 

Although t h e  C i ty  i s  i n  a f i n a n c i a l  s t r a i g h t j a c k e t ,  t he re  i s  

enough leeway i n  budgetary procedures f o r  t he  C i ty  Manager t o  enhance 

h i s  con t ro l ,  For  example, t he re  has  been the  prevalent f e e l i n g  t.hat 
I 

t he  Auditor i s  wasting the  C i t y ' s  money on a computer which i s  i d l e  

most of t h e  t i m e ;  t he re fo re ,  i n  the  1968/1969 budget, the  Manager 

reconuiiended t r a n s f e r  of $340,000 from the Auditor 's  budget t o  a special 

account, under the Manager's con t ro l ,  i n  order  t o  encourage the  Auditor 

t o  give up r e s p o n s i b i l i t y  f o r  the C i t y ' s  automatic data  processing 

equipment, Another example i s  the Manager's use of contingency accounts, 
4 

such as con t r ac tua l  s e rv i ces ,  t o  hold money which would o r d i n a r i l y  go t o  

a Department: i n  the case of the  furnishings f o r  the new Museum, the 

money, r a t h e r  than going d i r e c t l y  t o  the  "extravagant" Museum Commission 
1 

f o r  a l l o c a t i o n ,  was kept  under the  Manager's con t ro l  i n  a special  account 

t o  be a l loca t ed  as needed. 
I 

To inc rease  h i s  con t ro l ,  t he  Manager tr ies increasing h i s  

information while  decreasing the  information of the other  pa r t i c ipan t s .  

Secrecy i n  b u d g e t h e  becomes an important means of control.  

n o t  want the  a n a l y s t s  t o  communicate with the  Departments when they re- 

view the  budget, If t h e  Departments do n o t  know what the Manager i s  

H e  does 

-. 



consider ing,  he can prevent end runs t o  the  Council. I n  review 

ses s ions  when Department heads exp la in  t h e i r  requests ,  he asks qucst jons 

about t h e i r  operat ions,  but  does n o t  t e l l  them where he j s  going t o  cut. 

He even d e l e t e s  the  Department request  f i g u r e s  from the  formal budget. 

A l l .  t hese  a c t i o n s  s t i f l e  communication (a;fact  wliich once autonomous 

Department heads are  upset  about),  bu t  whev _ the  Manager submits the  

budget t o  Council, i t  i s  indeed - h i s  budget. 

t o  f i n d  out  whether Department heads a r e  doing what they s a i d  they 

would do. 

t o  him, n o t  so  much because of t he  form of i t s  submission, bu t  because 

i t  serves  a s  a st imulus f o r  f u r t h e r  inquiry i n t o  the s t a t u s  of various 

p r o j e c t s ,  

areas where c o s t s  can be c u t c  

He a l s o  uses the  budget 

The budgetary process provides a g r e a t  deal of information 

These informational cues he lp  him con t ro l  and i d e n t i f y  

The Manager has a s i m p l e  three-s tage process of exarnintng the 

F i r s t  he sees whether t h e  revenue estimate i s  as pes s imis t i c  budgeto 

as h i s  own expectations.  Then he asks t h a t  those f ixed  c o s t s ,  which 

the  subsystem can do nothing about, (such as automatic pay r a i s e s ) ,  

be subtracted from the  budget. And f i n a l l y  he g e t s  down t o  lodking, 

as he says, a t  t h e n i t t y - g r i t t y  d e t a i l s ,  The d e t a i l s ,  however, are n o t  , 

j u s t  i n  the  budget submissions, 

ager asks the  budget a n a l y s t s  t o  prepare a s e t  of a n c i l l a r y  da t a ,  in -  

c luding d e t a i l e d  analyses  of personnel requests ,  overtime and t r ave l .  

Although he does n o t  want t o  g e t  involved i n  d e t a i l s ,  he con t inua l ly  

does SO. When the  submissions reach him, many of the  i t e m s  f o r  de- 

c i s i o n  have a l r eady  been i d e n t i f i e d ;  but the  o r i g i n a l  Department sub- 

mission budget i s  a l s o  the re ,  and he w i l l  o f t e n  glance through page 

by page t o  pick up an  i t e m  and consider i t ,  

I n  additj-on t o  the budget, the  Man- 

One important aspect  t o  
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note about h i s  review i s  t h a t  i t  does not involve any type of meat-ax 

cutt ing--no 10% h e r e o r  5% there ,  I t  i s  s t r i c t l y  a l ine-item de le t ion ,  

determined by h i s  own s e t  of preferences. 

I n  cu t t i ng ,  the Manager pays a t t e n t i o n  t o  small do l l a r  itenis 

as well  as the lumpy or big do l l a r  items, Saliency i s  qu i t e  impor t -  

ant--somehow he  i s  cued t o  pay a t t e n t i o n  t o  c e r t a i n  items--and doll.ar 

amounts a r e  not  the only index of sal iency.  He cuts  and adds small 

items: f o r  example, he once t r i e d  t o  cu t  business cards out of  the 

Mayor-Council's budget. Large d o l l a r  items a r e  general ly  important 

a s  cues t o  inexperienced budget ana lys t s ,  but f o r  the Manager's de ta i led  

screening, the l a rge  d o l l a r  item i s  only one cue among many. The Man- 

ager f e e l s  t h i s  i s  the only way t o  avoid using meat-ax approaches. Con- 

s ider ing  t h a t  Ci ty  o f f i c i a l s  do not  have reasonable measures of what 

operat ing cos t s  should be, the only way t h a t  he cam deal with t h i s  l>iyOb-* 

lem i s  t o  t r y  t o  pay a t t e n t i o n  t o  as much of the n i t t y - g r i t t y  d e t a i l  a s  

he cano Because he i s  only one man, a g r e a t  deal  s l i p s  by i n  the pro-  

cessD 

However, ,many items within the base and incremental to  i t  a r e  reviewed 

There i s  never enough time t o  review the base intensively.  

i f  they a r e  given s u f f i c i e n t  sal iency.  

sa l iency  i n  focusing c e r t a i n  items f o r  decision. 

The Budget Office provides 
L 

The do l l a r  amounts 

focus others ,  A more important source of sal iency i s  the  Manager's 

own experience i n  operating City government. 

t ions  as t o  what things ought t o  cos t  and what Departments ought t o  

He has c e r t a i n  expecta- 

do, and these come out ,  a t  times, when he i s  looking a t  the budget. 

The language of soc ia l  psyc.hology--selective perception and the pro- 

vision of cues--adequately describe the decis ion process which occurs 

i n  the City Manager's review. 
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No doubt, the Manager" s review exh ib i t s  a grea te r  c.onccm 

w i t h  program than the bl ind c u t t i n g  of the Budget Office. 

cause of the lack of information, the time cons t r a in t ,  and the vol.ume 

of minor cu ts  which a r e  made, i t  i s  never possible  t o  t race  o u t  the 

B u t  be- 

e f f e c t  of any p a r t i c u l a r  cu t  on a Department's output. Moreover, the 

Manager f e e l s  the revenue c o n s t r a i n t  more than any other o f f i c i a l .  i n  

the City and w i l l  o f t e n  cu t  where o t s e r  o f f i c i a l s  a r e  t i m i d  t o  do so.  

Based on h i s  experience,  he quickly makes judgmcnbs as  to  what 2 De-. 

partment can r e a l i s t i c a l l y  use. 

example, the ana lys t  had cu t  back the submitted budget t o  the previcus 

y e a r ' s  l eve l .  The Manager f e l t  t h i s  was not  s u f f i c i e n t ,  because he 

remembered t h a t  the same Depar tmenthda  disproport ionately l a rge  share 

of lasf y e a r ' s  resources. Furthermore, he f e l t  t h a t  he should not  

give money t o  Departments t h a t  may have had in su f f i c i en t  time t o  ab- 

sorb what had been previously a l loca ted ,  

budget, he determines i t s  absorption ra te .  Thus, he cu t s  i n t o  the 

In  the case of one Department, fo r  

By cu t t ing  a Department's 

e 

base and demonstrates a time perspect ive which i s  not usual ly  associ-  

a ted  w i t i  incremental budgetary behavior. 

The specter  of revenue i s  apparent throughout the Manager's 
L 

review, Regardless of the do l l a r  amount of an item, he i s  always t ry-  

ing t o  p r o t e c t  the general  fund. I n  the previous chapters,  I noted 

t h a t  the  subsystem usual ly  seeks t o  pro tec t  the general  fund because 

of i t s  concern with the property tax. The more the subsystem can re -  

.duce demands on the general  fund, the more l i k e l y  t h e  property tax  

r a t e  can be c u t ,  and a low t ax  r a t e  i s  a g.ood s ign  of e f f i c i e n t  man- 

agement, 

venue, the subsystem pro tec ts  the general  fund, The Manager a l s o  

By adjus t ing  fund balances and f inding new sources of re- 



2 35 

con t r ibu te s  t o  t h i s  a c t i v i t y  by cons t an t ly  looking f o r  ~~7ays of movfrbg 

va r ious  c o s t s  froin t he  general  fund t o  the  special  funds. I f  he c.an 

charge a ha l f  man-year of f  t o  a s p e c i a l  fund, he w i l l .  be q u i t e  pleased. 

H i s  concern wi th  the  gerieral fund i s  a l s o  r e l a t e d  t o  h i s  d e s i r e  t o  s top  

the  fragmentation of l o c a l  government because i n  some cases  the  s p e c i a l  

funds a r e  governed by independent commissions t h a t  do no t  share h i s  in- 

t e res t  i n  cos t - cu t t i ng ,  

The Manager spends a g r e a t  dea l  of time preparing h i s  budget 

f o r  p re sen ta t ion  t o  the  Council, H e  spends t h i s  time because he does 

no t  want t o  be cut up by the  Council, 

means t h a t  t he  Council w i l l  be f i s c a l l y  i r r e spons ib l e  and approve ex- 

pensive p r o j e c t s  o r  excessive s a l a r y  increases.  

so t i g h t  t h a t  kf the  Council wants t o  increase an item, they a l s o  w i l l  

have t o  f i n d  t h e  revenue t o  pay f o r  i t .  Before approaching the  Council 

he must g e t  t h e  Council 's  Budget Subcommittee on h i s  side. The Manager 

ope ra t e s  a s  t h i s  Subcommittee's gatekeeper f o r  f i s c a l  pol icy i ssues .  

In i t s  many informal s e s s ions  he tells the  Councilmen what he considers 

t o  be the  key issues and gains  t h e i r  support. 

To be c u t  up i n  t h i s  context  

He tnakes h i s  budget 

Frequently, he points  

o u t  t he  importance of avoiding f ixed  c o s t s  and p o l i c i e s  which w i l l  

automatical ly  increase f u t u r e  budgets, When the  Pol ice  Department 

requested f r i n g e  b e n e f i t s  f o r  motorcycle policemen, one a l t e r n a t i v e  

was t o  have a bonus which would be t i e d  t o  the  o f f i c e r ' s  bas i c  sa la ry .  

The Manager poinked o u t  t h a t  i n  such cases the  amount of f r i n g e  bene- 

f i t s  would change as t h e  b a s i c  s a l a r y  went up and t h a t  i t  would be 

b e t t e r  t o  use an abso lu te  amounts 

The Manager knows t h a t  Councilmen do n o t  have t i n e  t o  pay 

a t t e n t i o n  t o  t h e  whole budge.t, t h a t  they t e n d  t o  have "pet p r o j e c t s e t t  



U .  , 
I n  h i s  previous assingment a former Couiicilman had to ld  him, "You've 

got  t o  give the man a bone t o  play with,  and then the  r e s t  of i t  goes 

by without review." The bones, i n  t he  case of t he  Oakland City Council, 

are t h e  commnity improvement p ro jec t s ,  This  i s  the  C i t y ' s  giveaway 

program t o  l o c a l  c i v i c  organizat ions such a t  the  symphony and flower 

s o c i e t i e s ,  I n  t h i s  case the Manager sirxiply recomnertds a t o t a l  f o r  such 

a c t i v i t y  and a l l o w s  the  Budget Subcommittee t o  a l l o c a t e  within t h i s  tom:., 

Careful preparat ion by the Manager with the  Subcommittee r e s u l t s  

i n  a rubber-stamp Council a c t i o n  on the budget, Budget Subcomnittee 

agreement with the  Manager operates  as a s t rong  l eve r  with the  Council. 

On the o the r  hand, t he  meetings with the  Budget Subcommittee have cer -  

t a i n  mutual advantages t o  both pa r t i c ipan t s .  By t h e i r  i n t e r a c t i o n ,  the  

C i ty  Manager f e e l s  ou t  what t he  Council might possi.bly accept ,  and a t  

the  same time the  Council gains  more confidence t h a t  the Manager i s  

running the  C i ty  e f f i c i e n t l y ,  . Usually the Manager def ines  the  sequence 

of C i ty  Manager-Council r e l a t i o n s  as: the C i ty  Manager i s  supposed t o  

c u t  t he  budget, and the  Council i s  supposed t o  a c t  as the  l i b e r a l i z i n g  

agent, But he has been so  successful  with the  Council t h a t  he w i l l  

have t o  r e v i s e  h i s  r u l e ,  

Manager d id  n o t  expect t o  have h i s  budget increased because he had 

For example, f o r  f i s c a l  year 1967/1968 the 

spent t h e  whole year informing the  Council about the  severe f i s c a l  

c o n s t r a i n t s  t h a t  the  C i t y  faced. Generally h i s  expectations were 

borne ou t  because the  Council did n o t  change h i s  budget but  accepted 

it as is, 

A g r e a t  dea l  of the Manager's budget-cutting takes place i n  

the  context  of adminis t ra t ive e f f i c i ency  and i s  motivated by the  de- 

s i re  t o  avoic! revenue inc reasese  While c u t t i n g  s a t i s f i e s  the revenue 
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cons t r a in t ,  i t  i s  an open quest ion whether the cu t t i ng  i s  e f f ic ien t : .  

To answer the question the subsystem would have t o  examine the e f rec ts  

of t h e i r  c u t s  on Departmental- output. B u t  t h i s  i s  r a re ly  doue bccausc 

of scarce i n f o r c a t i o n a l  and time resources.  Both subsystenr rncnibcrs 

and Counciittien t a l k  about balancing the budget by int:roducing admin- 

is t raL5ve e f f i c i e n c i e s ,  With some zea l ,  they a s s e r t  t h a t  the same 

level. of se rv ice  can be provided a t  lower cost .  The Finance Director 

conservat ively est imates  t h a t  about $2 mi l l ion  a year could be saved 

by being more e f f i c i e n t .  Such an amount, however, would no t  be cnougli 

t o  cover annual wage and p r i ce  increases.  Nor could t h i s  amount be 

achieved a t  one time. A t  bes t  i t - i s  possible  t o  introduce a few admin- 

i s t r A t i v e  improvements during the f i s c a l  year.  Bec.ause ef f rc iency i s  

a d i s t a n t  goal which one approaches i n  a piecemeal fashion, the c a l l  t o  

balance the budget by cost-reduct ion may be s incere  b u t  no t  p rac t i ca l ,  

In any event,  ascer ta in ing  a desired serv ice  l eve l  and reducing cos t s  

i s  n o t  the same thing as the subsystemFs budget-cutting. 

! 

i 
i 
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Summary 

Usually revenue i s  viewed a s  an aftert l iought,  'as  something 

which pays f o r  publ ic  demands t h a t  f i l t e r  through the budget process. 

Demands lead t o  budget ac t ions  which i n  turn  lead t o  revenue. The 

not ion behind such a sequence i s  t h a t  i f  there  a r e  s u f f i c i e n t  pressures 

f o r  publ ic  se rv ices ,  revenue w i l l  automatjcally f o l l o w .  B u t  what hap-  

pens when a Ci ty  has t o  l i v e  with a severe revenue cons t r a in t ?  

condi t ions of f i s c a l  atrophy, revenue can have an indepenclcnt i n f lu -  

ence on the budget. I have d i s c u s s e d  two d is junc t ions  i n  the no-money 

budgetary process which a r e  d i r e c t l y  r e l a t ed  t o  the C i ty ' s  conti.riuous 

revenue cons t ra in t .  Departmental behavior r e f l e c t s  a service-pcrfoi-i:1- 

ance funct ion which c o n f l i c t s  with revenue imperatives. The subsystem's 

budgetary behavior r e f l e c t s  i t s  revenue-maintenance function. Balancing 

the budget and the u s e  of the budget as a cont ro l ,  e f f ic iency  device a r e  

Unclcr 

a l t e r n a t i v e  forms of revenue behavior. The same people who have t o  f ind  

revenue a l s o  have t o  balance the  budget. No wonder they have minimal 

se rv ice  and program or ien ta t ions .  
! 
! 
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CHAPTER V I 1  

CITIZEN-LEADER PERCEPTIONS OF ORIGAND FINANCE 

I n  examining the bureaucrat ic  behavior associated w i t h  revciiucx, 

I have n o t  concentrated on the  publ ic  input  t o  the  processe From a 

systemic viewpoint, the  publ ic  i s  the  ul t imate  provider of the  resoiircc 

inpu t  t o  the  C i ty  system. I t  seems reasonable t o  g e t  some i n s i g h t s  

i n t o  publi-c opinion on taxation. However, t axes ,  l i k e  many pol icy 

issues, s u f f e r  from publ ic  i na t t en t ion ,  In s p i t e  of newspaper coveragc 

of publ ic  c o n f l i c t s  over assessment o r  a new source of revenue, most 

people are unaware of taxes most of the t i m e ,  The exceptions are  thc  

few times a year the  taxpayer receives  h i s  property tax b i l l  o r  f i l l s  

o u t  h i s  income t a x  form. From previous survey work we know t h a t  t hc re  

i s  a general  confusion over the r e l a t i o n s h i p  of expenditures and t a x  

policy.  Poor people, f o r  example, general ly  want more se rv jces  and 

less taxes. They want someone else--the government-to pay f o r  these 

services! 

A co l l ege  education does n o t  guarantee t h a t  the  c i t i z e n  w i l l  under- 

I 

Taxation i s  no t  only d u l l  but  i t  i s  hard t o  understand. 

s tand t h e  possessory interest  t a x  o r  the d i f f e rence  between secured 

and unsecured property t a x  r o l l s ,  

Does i t  make sense t o  t a l k  about publ ic  opinion on taxat ion 

when only small segments, t he  tax publ ics  (see Chapter I V ) ,  of the 

community a r t i c u l a t e  such opinions? The average c i t i z e n  w i l l  have 

opinions on t axa t ion ,  but  h i s  cpinions may be ne i the r  d i f f e r e n t i a t e d  

by revenue source nor bo l s t e red  by a c t u a l  knowledge. On the other  
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hand, t he  C i ty  o f f i c i a l  i s  concerned about the p o l i t i c a l  f e a s i b i l i t y  

of s p e c i f i c  sources of revenue. 

an  important c r i t e r i o n  i n  the  o f f i c i a l ' s  calculus .  For example, the  

C i ty  Manager maintains t h a t  the  property t a x  r a t e  m u s t  be kept  s t a b l e  

o r  lowered as the re  i s  no support  f o r  a raise. The problem of po l i -  

t i c a l  f e a s i b i l i t y  rests i n  p a r t  on those c i t i zen - l eade r s  of t hc  com- 

munity who ca re  enough t o  know about the  C i t y ' s  s o c i a l ,  economic, and  

Just what the publ ic  w i l l  support: i s  

f i n a n c i a l  problems. I have designated these leaders  as the potcnt j .a l  

support  nucleus f o r  increased l e v e l s  of t axa t ion  and szrvices ,  Tax 

support ,  i n  my view, m u s t  s t a r t  f i r s t  with the  leaders of a corntnunity; 

t he re fo re ,  i t  i s  important t o  understand the  conditions under wh%ch 

l eade r s  w i l l  support  increased taxes. Obviously, one of these condi- 

t i o n s  i s  the  p a r t i c u l a r  Ci ty  s e r v i c e  which r equ i r e s  improvement and 

financing. However, t he re  may a l s o  be a s e t  of conditions which in-  

c l i n e  l eade r s  t o  support  general  increases  i n  taxat ion without reference 

t o  s p e c i f i c  services .  

t i f y  some of these condi t ions and a l s o  est imate  the number of leaders  

I n  the  f i r s t  ha l f  of t h i s  chapter,  I w i l l  iden- 

who might be i n  the  support  nucleus, 

nucleus i s  q u i t e  small s ince  only a small minority of Oakland's c i t i -  

zen-leaders are aware of the  f i n a n c i a l  and s o c i a l  problems which con- 

f r o n t  t he  Ci tyo  

I w i l l  show t h a t  the  support  

The f i r s t  h a l f  of t he  chapter i s  organized by a s e r i e s  of 

questions:  (1) Why i s  t a x  comprehension important? ( 2 )  Who should 

pay? ( 3 )  Why w i l l  c i t i zen - l eade r s  pay? and ( 4 )  Who w i l l  pay? 

skcond ha l f  of the  chapter dea l s  with the  questi-on: what type of 

t a x  would leaders  p re fe r  t o  pay? I w i l l  d iscuss  the l eade r s '  prefer-  

The 

ences f o r  a l t e r n a t i v e  forms of taxat ion,  S t a r t i n g  with' the most 
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favorable, the sales tax, and proceeding to the least €avorablc., t . h c A  

payroll or municipal income tax, I will explore scverr. differelit. rc- 

venue sources. 

Des-tion of method an8 titi-Zen-leaders I - .-------_.. 

This section briefly explains my methods and describes the 

citi.zen-leaders as  background for the subsequent discu.ssion of com- 

rnunIty opinion. 

beginning of 1967. I expected t h a t  leaders, unli.ke the general. pub- 

lic, would have a differentiated set of opinions on specific tax 

sources and City expenditures. The respondents were selected at ran- 

dom from lists which City officials use and were the formal leaders 

of garden and social clubs, and professional, business, and neighbor- 

hood organ i z a ti on s. 

Community citizen-leaders were interviewed at the 

Re c ogn i z ing the me tho  d o 1 og i c a 1' d i s a. dv an tag e s o f 

such a ffpositionalif approach, I f e l t  it would be adequate as a first 

step, in view of the exploratory nature of my research activity. 

Open-ended questions were used (see 

the interviews were non-directive. 

obtained, coded, and analyzed, 
t 

I attempted to achieve some 

Appendix at end of chapter} and 

Sixty-six usable interviews were 

balance with respect to geographic 

area, sex, race, residency and organizational type. The demographic 

breakdown is: 
Race Sex Residency 

White 8 5% Male 7 1% Resident 7 6% 
Non-white 15 
N = 66 100% 100% 100% 

Non-r esi dent 2 4 
I -  

Female 2 9  - - 

The typical citizen-leader is white, middle-to upper-class, Republican, 

a resident of Oakland and a professional or business man, Among the 



ten non-white respondents, nine were Negro and one Chinese. 

the non-white respondents were associated with neighborhood associa- 

tions, The neighborhood organization category, composed solely of 

residents, i s made up of improvement associations , parent-teacher 
associations, and poverty program Target Area Advisory Comnittees. 

They were grouped together because they tend to serve or  work f o r  a 

particular geographic area of the City. 

Eight of 

When an organizatjon worked 

for a particular target population lilce poor children, senior citizens, 

youth athletics, etc. it was classified as a service organization. 

Among these were the Kiwanis, Optimists, Oakland Jaycees, Zonta, and 

the Oakland Council of Churches. Those organizations wl-iich tendcd 

mai.nly to serve themselves were grouped under the category of social/ 

professional. They included the Elks, Athenian-Nile Club ,  Certified 

Public Accountants Credit Wornen's InterriationaL, Music Teachers 

Association of California, and the Oakland Businessman's Garden Club. 

The largest group was composed of business organizations and several 

tax associations. This group consisted of such organizations as the 

Chamber,of 

Tribune,,Alameda County Industries Inc., Alameda County Taxpayers 

Q 

I 

Commerce, Real Estate Board, Kaiser Industries, Oakland 

Association, Downtown Associations 

tion of Alameda County. Finally, the "other" category included an 

and the Apartment House' Associa- 

executive from Mills College, a non-City governmental official, arid 

leaders from the Civic Affairs Council of Oakland, AFL-CIO Labor 

Council of Alameda County, and the Oakland Education Association. 

Usually the respondents occupied positions such as president, chair- 

man, executive director so that they could speak for their organiza- 

tion, when appropriate, as well as for themselves, The breakdown by 
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organizational category is: 

Percentage, N = 66 -- 
Business 2 9% 
Social/Professional 23 
Neighbornood 21 
Service 20 

8 Other 
10 I.% 
- 

Why is tax comprehension important? The relevance of tax compl-eheitsion I_-.--.-_C ._--.-_.- _I -- 
and the tax-service nexus 

Tax comprehension affects the public acceptance of a tax. In 

this section I will first describe the tax comprehension of citizcn- 

leaders and then discuss some factors which influence tax comprehension, 

I will use the sewer-service charge as an example of a revenue source 

which lacks public acceptance and which most citizen-leaders do n o t  

understand. Finally, I will indicate the critical relation which tax 

comprehension has to the citizens' ability to perceive that the sei:-- 

vices they receive are connected to the taxes they pay. Tax compre- 

hension is important in helping citizens make the tax-service nexus, 

.As I pointed out, most people are uninformed about taxes and 

financial matters. 

standing:I did not expect to find a group of lay experts. 

other hand, since most of our respondents are middle- o r  upper- class 

and many are college-educated, the sample should indicate greater tax 

comprehension than that of the general population. 

When 1 rated the respondents for their tax under- 
I On the 

In Table 7-1, I 

TABLE 7-1 
MALES HAVE HIGHER TAX COMPREHENSION THAN FEMALES 

- -~ ~ _ _  _ _ _  ~ - 

Tax Comprehension - Male Female Total 
Good 20 43% 2 11% 22 33% 
Average 2 1  45 6 32 27 41 - 1 7  -- 26 Poor 

Total 47 E01% 19 101% 66 100% 
11 58 -- 6 1 3  

c- 



classified the leaders' tax cornprehension int-o three categories: good, 

average, and poor. On the whole, citizen-leaders score fairly high  

on the tax comprehension rating, A s  in other-aspects of politi.ca1. 

participation, there are sex differences. Males have higher tax com- 

prehension than females. What I find encouraging is thattwenty-six 

percent of the citizen-leaders have poor tax comprehension. A sample 

1 

i 

of the general public probably would show at least a majority with 

poor tax comprehension. 

The classification categories used for tax comprehension were 

defined as follows. 

command of specialized tax vocabulary such as "regressive , ' I  "subven-. 

tions," and "general fund," He has a differentiated and coherent view 

of taxes, not all taxes are alike. He demonstrates contextual know- 

The leader with good tax comprehension has a 

ledge by his awareness of current State, tax-legislation. ac.tivity o r  

understanding of the relation between assessment and property tax 

rates or by his ability to explain the complex financing arrangements 

for  Oakland's Coliseum. 

might be called a belief system. 

His opinions on taxes are interrelated and 
2 

Business Association President: Some expenditures were from 
the,general fund before, but now the money . e . comes from 
the room tax. 

Chamber of Commerce Board Member: I think the subventions should 
flow into the area of pressing need. 

Business Organization Executive: If they were successful (in 
attracting new industry) they'd increase the assessed valuation 
within the city, and the tax rate and the tax bill could ulti- 
mately be lowered. 

The average respondent does not have a systematic set of opin- 

ions on taxes. His opinions tend to be fragmented and unrelated to 

each other. He does not use a specialized vocabulary but has i? 



common sense or visceral reaction t o  tax questions. He will not he 

as informed as the good respondent, and there may be errors in his t a x  

knowledge. 

what is made salient by the newspapers. ~ For example, this businessman 

The average respondent knows what his friends tell him o r  

shows concern about the assessment scandals which were then topical: 

As far as taxation, we definitely have t o  come in wj.th something 
new because of the problem which existed in the past 
assessment exposure business . . . I 've  forgotten the name of 
the man here . and we're not through yet. 

t h a t  

He may avoid answering the question "Is there any place you think the 

City is spending too much money?'' by pointing to a County function 

he would like to cut: 'I . . e welfare. Of course, that's County, 

but City people live in the County." That is to say, he does not 

want to-differentiate between governmenta1.jurisdictions and the use 

of his taxes. This neighborhood respondent indicates the common 

sense approach to tax preferences by supporting an increase in the 

business licenses: 

I imagine each business has a different business license. 
They'd squawk, but they'll write it of f  on their income tax, It's 
amazing the things they can write off on their income tax--and by 
the,time they're through writing off, they don't pay anyo 

. . 

i 

The poor respondent knows very little about taxes and is often 

afraid to venture an opinion, replying with "don't knows" or giving 

short, incomplete answerso For example, a garden club president ans- 

wers most questions with: 

I don't know, Never thought of that, . e It might be all 
right to do that. Why not? a e m Well, yes, they might. . 
Can't really think 

In some cases the poor respondent does not understand the question at 

a l l ,  as this neighborhood association leader indicates in his answer 



t o  the quest ion "Should we inc rease  t.he S t a t e  income t a x  with ;i 

sharing arrangeinent t o  the  Ci.ty?": 

Well, \,7hat i s  i t ?  I doil't know what i t  is. Do we pay i t? . ., 
S o r t  of l i ke  on the money t h a t  comes i n t o  the s t o r e ?  

Or the leader  may uiider:~ Land the qucs t i o n  bu t  lack the r e l evan t  know- 

ledge. This professional  a s s o c i a t i o n  p res iden t ,  i n  answei t o  "What 

do you th ink  about the City r e ly ing  on S t a f e  and f e d e r a l  c+genc?.es f o r  

f i n a n c i a l  suppor t?" responds: 

Do they? They d o n ' t ,  do they? It seem t o  me wbere t h e  c i t i e s  
i n  Ca l i fo rn ia  g e t  anything from thcin i t ' s  i n  cases of dist,ster. 
They g e t  f e d e r a l  a i d  then, don ' t  they? B u t  the S t a t e  doesn ' t  
give the  c i t i e s  any money, does i t? 

Obviousl-y a pei.son can l e a r n  about taxes  and finance i v  school 

o r  from h i s  f r i ends .  However, I f i n d  t h a t  tax knowledge i s  j-nstrumental 

knowledge; the  c i t i z e n s  who know about taxes r equ i r e  the  knowledge f o r  

some personal business or  professional  reason, Although i t  would be 

p re fe rab le  t o  have most. Oakland c i t i z e n s  possess some comprehension 

of taxes and f inances,  i t  i s  the  business respondents who a r e  know- 

ledgeable. Tax p o l i c i e s  creat,e c o s t s  f o r  business and inf luence the 

c l i m a t e , f o r  p r o f i t .  How s i g n i f i c a n t  t o  business  these p o l i c i e s  a r e  

i n  f a c t  'is n o t  r e l e v a n t  f o r  US. 

pay a t t e n t i o n  t o  taxes ,  a s  i nd ica t ed  i n  Table 7-2, 

What i s  r e l evan t  i s  t h a t  businessmen 

_-------_ -. -- 
TABLE 7-2 

? 

CITIZEN-LEADERS FROM BUSINESS ORGANIZATIONS HAVE GREATER 

TAX COMPREHENSION THAN OTHER ORGANIZATIONAL RESPONDENTS 

Organizational T D e  
Other Tax Comprehension Business Social /Professional  -II__ -IC 

Good 10 53% 3 2 0% 9 28% 
Average 8 42 4 27 15 47 

8 25 Poor - c- 53 - 1 5  8 
-_I_ 

Tota l  19 100% i5 lOO"1, 32 100% 



Oakland c i t i z e n s  learn  about taxes a s  members of organizat ions 

which take o f f i c i a l  pos i t ions  on City finance. I f ind  t h a t  the lcadcrs  

of organizat ions which have o f f i c i a l  views on C i t y  f inance a l s o  exh ib j t  

g r e a t e r  tax  comprehension than c i t i z e n s  who a r e  not  a € f i l i a t c d  with 

such organizat ions (Table 7-3a). Tax knowledge can be expanded by con- 

t a c t  with people who are concerned about and aware of the C i t y ' s  f inan- 

( a )  
Organizational 

View 
Tax 

Comprehension Yes No 

Good 15 44% 6 20% 
Average 15 44 12  40 

4 1 2  1 2  40 Poor 
-II_ -- 

' Total  34 100% 30 LOO% 

c ia l  condition. Thus, those leaders  who have "a g rea t  deal" of contact. 

(b)  
Frequency of Contact 
With City Of f i c i a l s  

A Great None/Jus t 
Deal Some Speakers 

12 52% 4 18% 6 32% 
10 43 10 45 6 32 

1 4  8 3 6  7 37 
23 99% 2 2  99% 19 101% 
---- - _ _  

with Ci ty  o f f i c i a l s  a l s o  have g r e a t e r  tax  comprehension than those 

leaders  who have less contact  such as l i s t e n i n g  t o  the Nayor's speech 

a t  a luncheon (Table 7-3b) .  

1 - -- 
Public  acceptance of a tax  and tax  comprehension a r e  linked. 

If a person understands the purpose of a p a r t i c u l a r  tax  and why i t  

was levied,  he w i l l  be more l i k e l y  t o  accept it. For example, Oak- 

land's c i t izen- leaders  do not  accept the sewer serv ice  charge because 

i t  has n o t  been adequately explained (see Chapter V). Some twenty- 

th ree  out  of forty-one leaders  ( f i f t y - s i x  percent) o f f e r  unfavorable 

comments about the sewer serv ice  charge, Only those leaders  w i t h  

b e t t e r  than average t ax  comprehension accept the charge and o f f e r  
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3 favorable comments, as i s  indicated i n  Table 7-4 .  Theic are  no 

d i r fe rences  between average and pool- comprehension i n  t h i s  respect .  

CITIZEN-LEADERS WITH GOOD TAX CONPKEMENSION TEND TO FAVOR THE 

SEWER SERVICE CHARGE MORE THAN LEADERS WITH LESS TAX COWREHENSION 
- -lllll-.------lll.-..--- 

Tax Comprehension Rating -- 
Comment on Charge 

Favorable 
Unfavorable 

Tota l  

I 
Poor Aver age 

1 2  86% 3 20% 3 25% 
-- I Good 

1 2  80 - 9 -I.I 75 
- I __  

2 14 - -  
14 100% 15 100X 12 100% 

-__ -- I-- -- I 

Despite the C i t y ' s  e f f o r t s  t o  explain the need fo r  thc charge, 

leaders  a r e  s t i l l  confused a s  t o  what the charge i s  f o r  arid bow it. 

d i f f e r s  from the East  Bay Municipal U t i l i t y  D i s t r i c t ' s  sewer charge. 

The confusion comes about because our respondents cannot be expected 

t o  know about sewersD Yet the City i n  ' i t s  educational e f f o r t s  has 

expected t h a t  the publ ic  would be ab le  t o  d is t inguish  not  only between 

s a n i t a r y  and flood cont ro l  sewers but  between the  Ci ty ' s  and the East 

Bay Municipal U t i l i t y  District 's  plant .  Even some of the leaders  who 

respond p o s i t i v e l y  do so  nn the bas i s  of t h e i r  fee l ings  about flood 

contro1, 'and t h e i r  response w i l l  n o t  have anything t o  do with s a n i t a r y  

sewers, t o  which the  charge i s  i n  f a c t  re la ted .  Similar ly ,  c i t i z e n -  
I 

l eaders  bel ieve t h a t  sewers a r e  the  East Bay Municipal U t i l i t y  D i s -  

t r i c t ' s  business and n o t  the C i ty ' s ,  F ina l ly ,  they do not  understand 

why t h e i r  property tax does n o t  pay f o r  such things. Lack of under- 

standing seems t o  be the common thread which runs through the comments. 

Business Organization Executive: 
through my head, and I don't  know what I ' m  paying f o r  . e . par- 
t i c u l a r l y  i n  the a rea  i n  which I l i ve ,  
there  a t  a l l ,  A l l  of the homes have s e p t i c  tanks, 

I s t i l l  have not  go t ten  i t  

There i s  RO sewer serv ice  
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Service Organization Vice-,President: I_ Well, I f e e l  t h a t  i t ' s  a 
kind of double <axation, I th ick  i t ' s  an easy way of get-tiiig the 
money, b u t  i t ' s  kind of snide,  too. They p u t  i t  on you, and they 
claim it i s n ' t  a tax, but: i t  is!  

--- Service Organization President:  They d i d  t h a t  (es tab l i shed  the 
charge} without &e vote of the people and I thought it was ~ i n -  
j u s t ,  s * . I f  your tenant  runs up  a big b i l l  * . well,  two 
years  l a t e r  you g e t  an e igh t  percent penalty,  p l u s  YOU have to  
pay the b i l l ,  e . . I t ' s  wrongo Anyway, there  already i s  a 
sewage b i l l  on the water b i l l  you ge t .  They should have added  
i t  t o  the water b i l l  and not s e t  up a whole new ageixy. People 
d i d n ' t  even know about i t;  it  j u s t  came. 

Chamber of Commerce Board Member: I thought i t  was very unustral 
when we f i r s t  go t  the b i l l ,  
paid our property taxes, The Ci ty  i s  looking f o r  new sources of 
income, so we're g e t t i n g  unusual taxes. 

7- -_I_-- 

We assumed i t  was paid f o r  wlicn 'IZC! 

Those who responded favorably usual ly  s t ressed  how si r i t i l l  

the charge is--"Surely no one ever complains about it." 

how nomi-nal 

It: may bc 

argued, howcver, t h a t  i f  our middle-class educated sample responds 

so  unfavorably, then sure ly  the po ten t i a l  f o r  complaint and unhappiness 

with the City i s  g r e a t e r  f o r  the average c i t i z e n  of Oakland. 

I n  our es t imat ion the most important f ea tu re  of t ax  compre- 

hension i s  t h a t  i t  i s  a primary condi t ion f o r  understanding the con- 

nec t ion  between taxes and services .  
* 

The long-run support f o r  changes 

i n  the  t ax  s t r u c t u r e  o r  increased City serv ices  l i e s  with those c i t i -  

zens who have some understanding of City finance. This i s  because 

those leaders  who have knowledge about taxes a l s o  tend t o  see t h a t  

the taxes  they pay a r e  Felated to  the serv ices  they receive (Table 7-5),  

TABLE 7-5 

THE HIGHER THE TAX COMPREHENSION OF A CITIZEN-LEADER, THE MORE 
LIKELY HE WILL SEE THE CONNECTION BETWEEN TAXES AND SERVICES 

- 
Tax 

Tax-Service Connection Good Average I____ Poor 

Does not  make the connection 1 5 6 22 7 41 
Makes the  connection 2 1  95% 2 1  78% i o  59% 



In central cities it is often difficult t.o see the connccticm betwcen 

taxes arid services. However I Oakland's citizen-leaders a r c  c::cc2tionzl 4 

, since seventy-nine percent of our sample do see this nexus. To sub- 

stantiate this c.onclusion I also compared the number of City serviccs 

which leaders wanted to increase with the number of different tax 

sources they were will-izig to raise, The average number of taxes wh.ic.11 

leaders would raise increased with the number of City services they 

would expand. In other words, citizen-leaders who want. to increase 

spending for a greater number of services also support a greater 

number of tax sources, 

ence for increased services without increased taxes or actual1.y a cut 

in taxes, our citizen-leaders see the connection between taxes arid 

services. 

a businessman's profit-and-loss statement; it is an important pre- 

requisite for an expansion of public services through those leaders 

who desire such an expansion and make the tax-service nexus. 

Unlike previous work which indicates a prefcr- 

5 Tax knowledge is therefore not just a means for enhancing 

Who Should Pay? 

: The question of equity in the distribution of the tax burden 

Citizen- 
, 

has been'of interest to social philosophers for centuries. 

leaders want taxes to be fair and equitable, Fairness is the common 

denominator of all the interviews. The standard of fairness, however, 

is subjective and shifts with the individual; criteria for what is 

fair is not uniform among citizen-leaders. Furthermore, most leaders 

have quite simple notions of tax justice, 

A constraint on citizen-leader acceptance of complex notions 

of equity is the lack of tax comprehension which precludes the for- 
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mation of a coherent b e l i e f  system on questions of tax  policy. To 

begin t o  ge t  a t  the question of what i s  f a i r  and what i s  equitahl.e, 

the  t o t a l  t ax  s t r u c t u r e  has t o  be considered. Yet many c i t i z e n -  

leaders  i s o l a t e  t h e i r  opinions on each taxo Bel ie fs  and opfnions 

on t ax  policy a r e  fragmented, Perceptions about the sa l e s  t ax  i l lus-  

t r a t e  t h i s  f r a g m n t a t i o n .  

The s a l e s  t ax  i s  a good way t o  g e t  the non-propex-ty O W I I C ~ .  

Then " a t  l e a s t  the consumers e . e w i l l  have t o  pay t h e i r  share." 

No leader  points  out that. the property taxpayer i s  a l s o  a consumc:r. 

Only a few respondents e x p l i c i t l y  consider the sa l e s  tax an oflset 

t o  the property tax. There i s  the i m p l i c i t  hope i n  the int.erviews 

t h a t  by ge t t i ng  everyone t o  pay, t h e i r  personal burden would be 

reduced. 

"Getting everyone t o  pay" i s  the way the c, i t izen-leader 

expresses h i s  desire f o r  equal i ty  i n  taxat ion.  The c i t izen- leader  

i s  unconcerned about the income d i s t r i b u t i o n  fea tures  of taxat ion,  

Redis t r ibu t ive  e f f e c t s  a r e  not  e x p l i c i t l y  considered because t h e  

c i t izen- leader  does not  understand t h i s  aspect  of a t ax  system and 

because the c r i t e r i o n  of equal i ty  i n  taxa t ion ,  of sharing the burden, 

i s  of paramount importance, 
! 
I 

Both fragmentation of tax opinion and the lack of concern 

over income r e d i s t r i b u t i o n  are symptoms of def ic ienc ies  i n  tax com- 

prehension, Respondents who a r e  unaware of t a x  and f i n a n c i a l  mat ters  

use simple ideas of t ax  equity,  

e lse"  and I f l e t ' s  all pay equally" a r e  proqucts of the unsophisticated 

as Table 7-6  shows, 

The simple c r i t e r i a  of "somebody 

. 
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____ ----- - - __ _ _  _ _  . I 
--I_- -___-___ 

TABLE 7-6 
THE LOWER THE TAX CONPREHENSLON, TI-IE MOEE LlKELY T I E  INDJ 'VI  DUAL WLTJ ,  

HOLD SIMPLISTIC NOTIONS OF WHO SHOULD PAY - -_1 .-- __I. _13-1-- 

Tax Conxrehensi on --"-- 
Who shouldgx? - 
Comp 1 ex-- Every oize shou 1 d 

1 Average 
to Poor 

12 55% 3 7"/, 
--- Good 

Simple ("lsornzbody else," "fair share," "it's fair") - 10 ---_ 45 -- 41 --"._- 9 3  
Total. - ' .22 1oox 44 100% 

I classified citizen equity' criteria into four categori.es: 

(1) a segment of the population--"let somebody else liay," (2) every- 

one should--a fair-share concept, (3) a non-specific concept of "it 

should be fair," and ( 4 )  everyone should--a complex concept. From 

Table 7-7 we can see that seventy-eight percent of citizen-leaders 

employ simple concepts of equi'ty such as "it should be fair,'! and 

the segment and fair-share concepts. 

----. 
TABLE 7-7 

CITIZEN-JLEADERS TEND TO HAVE SIMPLE NOTIONS OF EQUITY 

P-e r cen t ag e N u m b  e r ---- --- Who should pay? 

Simple--A segment of the population ("somebody else") 38% 25 
Simple--Everyone should, ("fair share") 35 23 
Simple--Non-specific ("it should be fair") 5 3 

Complex--Everyone should 
To tal 

15 

10 1% 66 
c 

23 
_I_ 

The use of simple concepts of equity should not be mistaken 

Of course for an irresponsible motivation t o  shift the tax burden. 

some leaders do want t o  get rid of the burden, 

ant thing to note is that many of our respnndents do not invoke 

criteria which will completely shift the tax burden from themselves. 

Kaufman is partially correct in h i s  observation that "most people are 

However, the import- 
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6 
aroused principal-ly by taxes t h a t  f a l l  on them." 

category contains  i n  pa r t  those respondents who a r e  qu i t e  happy t o  

s h i f t  the t ax  burden t o  someone e l s e ,  a s  Kaufmm suggests. For ex- 

The "segment." 

ample, t h i s  neighborhood leader  wants t o  t ax  comnuters: 

I think t h a t  Oakland i s  the hub of the County operation--many 
County o f f i c e s  a r e  here  and thousands of people C O I I I ~  t o  work 
here  from the suburban areas.  I think we slioulcl a c t u a l l y  be 
put t ing  a t ax  on these ind iv idua ls ,  who a r e  using our s t r e e t s ,  
our po l ice  pro tec t ion ,  e t c ,  I think we should make them pay. 

This neighborhood and poverty program leader  would r a the r  tax  the 

r i c h  than the poor: 

It (revenue €or Oakland) shouldn ' t  c e r t a i n l y  come from taxing 
the  poor people 's  property e . . A l l  I know i s  t h a t  the r i c h  
a r e  p r e t t y  well  o f f ;  they seem t o  be buying more property than 
s e l l i n g .  You might t r y  h i t t i n g  the guy who has a s i zab le  amount 
of property,  
governiient. 

This way you're h i t t i n g  the people who run the 

Then there  i s  the serv ice  organizat ion leader ,  a landlord,  who wants 

the poor--"those people on welfare"-- t o  pay taxes ,  otherwise they 

w i l l  spend t h e i r  money f o r  "l iquor and other  non-essentials", 

However, the motivation t o  s h i f t  the t ax  burden t o  one's 

opposi te  i s  not  as i r r a t i o n a l  as i t  appears. A b i l i t y  and benef i t  

p r i n c i p l e s  a r e  employed i m p l i c i t l y  and e x p l i c i t l y  i n  making these 

judgments : 

Business Organization Manager: 
what i s  the end r e s u l t ,  Who a r e  the benef ic ia r ies .  . e the City 
o r  j u s t  a small group--and then you can see  who should pay f o r  
it. There should be some r e l a t i o n s h i p  between those who b e n e f i t  
and those who pay--if i t 9 s  a t  a l l  possible.  

(Taxation) has t o  be r e l a t e d  t o  

Respondents l i k e  t h i s  border on being c l a s s i f i e d  a s  pa r t  of thc th i rd  

category, which is the  complex conceptual izat ion of many d i f f e r e n t  

payers involving a broadened and d i f f e r e n t i a t e d  tax  s t ruc tu re .  How- 

ever ,  when the use  of the b e n e f i t  p r i n c i p l e  leads the respondent t o  

s i n g l e  out only a few groups, then t h a t  respondent was c l a s s i f i e d  a s  
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part of the "segment" category. 

strengthens the point which I am making. 

This possible overlap actually 

The " l e t  somebody else 

pay" syndrome is not always a blind striking-out by the unhappy Lax- 

payer seeking to shift the burden. 

The "blind" type is more likely to be found in those people 

These respondents who assert a simplistic concept of '*fair share." 

go beyone statements that a tax should be fair and equitable; they 

insist that everybody should pay an equal share, They support the 

sales tax because everybody pays, Behind this notion o€ fair share 

is the idea that a tax should not discriminate; there should be equal- 

i ty in taxation. 

NeigkicFhood Association Leader: 
leveled evenly on the people . . . As long as they are level.ed 
and not aimed at the specific group, we're not too picky. Most 
people grumble when they pick up a paycheck with all the taxes 
taken out. We pay it and we have the prisilege t o  griimble i f  
we wish, 

I'm for any tax that c,an be 
--I_I.- 

Those citizen-leaders who have a complex conceptua1.ization of 

equity, certainly do not blindly seek to shift their own tax burden. 

They have a complex notion of everybody-should-pay. This complexity 

comes from their better tax understanding and the introduction of nou- 

equity criteria. 
! 

Thus, they all see the connection between taxes and 

services and most of them have "good" tax comprehension, However, 

the citizen-leaders with complex concepts of equity are more concerned 

about the economic and political feasibility of many tax sources. 

Their criteria are geared to whether a source will have a significant 

yield, whether the community will support it, and not whether the tax 

is necessarily fair or that the specific choice will mini.mize their 

burden,, Everybody-should-pay is thdir standard because they are 



2.5'3 

seeking a "broadening of the.  tax base." They do not intend t h a t  

everybody should pay the  same amount, but t h a t  everybody should niake 

a contri.bution. They are concerned about who bene f i t s  and who call 

a f fo rd  t o  pay. But these p r inc ip l e s  are commingled o r  buried w%th 

other  considerat ions such as whether i t  w i l l  pass. 

Chamber of Comrerce President:  It  depends on how the C i ty  yze- 
s e n t s  it. e . e I f  I don ' t  mysjudge the temper of t l w  t i m e ,  any 
proposal t o  inc rease  taxes on any l e v e l  has two s t r i k e s  aga ins t  
it, . . . I t ' s  one thing as t o  what t h e  paper ( t h e  Oakland Trib- 
- tine) o r  t he  Chamber of Commerce o r  o the r  c i v i c  groups might do, 
and i t ' s  another thing t o  say whether the  public would go along 
with i t  o r  a g a i n s t  i t ,  Take the school t a x  tha t  we supportcd. . . . It  s t i l l  f a i l e d .  a . e There's  a b u i l t - i n  opposit ion t o  
any t a x  proposal you can make a,t t h i s  t i m e .  This doesn' t  mean 
t h a t  some e f f o r t  couldn ' t  pass i t ,  b u t  nothing would s l i d e  through 
wi th  any degree of unanimity. 

I__ 

-11-- 

The person who expects t o  f i n d  some a r b i t r a r y  standard of t a x  

j u s t i c e  o r  equ i ty  i n  these responses of Oakland c i t i zen - l eade r s  w i l l  

be sad ly  disappointed, Most c i t i zen - l eade r s  do not know enough t o  bc. 

aware of t a x  p r inc ip l e s .  For the small minority who do have the  

r e q u i s i t e  knowledge, equ i ty  i s  only one concern which may g e t  l o s t  i n  

the pragmatic search f o r  feas i f i le  revenue sources. 

! 

W i l l  c i t i zen - l eade r s  pay more because the  C i ty  needs improvement? , -- 

I; the  next f e w  sec t ions  I w i l i  explore the quest ion why 

c i t i zen - l eade r s  may be w i l l i n g  t o  pay increased taxes. These sec t ions  

w i l l  t r e a t  the  l eade r s '  evaluat ion of Ci ty  e f f ec t iveness ,  the  inade- 

quacy of a const i tuency composed of users, and the leaders '  opinions 

on spending more and Less. This  f i r s t  s e c t i o n  e s t ab l i shes  t h a t  

c i t i zen - l eade r s  evaluate  the  C i t y ' s  performance as i n e f f i c i e n t ,  in- 

adequate, and i n f e r i o r  and t h a t  such discontent  may provide a b a s i s  

f o r  expanded publ ic  s e rv i ces ,  



Judging the performance of an organization is fraught with 

more difficulties than the average person can realize. Students of 

organization theory have succeeded in making a complex subject into 

something of an unresolved muddle.-/ The problem stems from the lack 

of a single overriding criterion. Effcctivmess has to br: multi- 

dimensional because the organization has multiple goals Similarly, 

those people, such as our citizen-leaders, who i n  part constitute tlic 

environment for the City as an organization a l s o  have different stand- 

ards, or criteria for judging City performances. Simply put, c.itizcn- 

leaders expect different things from a good government. For some, a 

good government is efficient; for others, a good goveriimcnt provides 

services such as lighting and street curbs, Recognizing tliis multi- 

dimensional aspect to evaluations, the interviews were coded using 

a three-poin t scale of performance: good, needs improverncnt- poor. 

This rating is intended to provide a crude index of how favorably 

citizen-leaders perceive the City operation. 

Citizen-leaders see the City in negative terms; only sixteen 

percent of the leaders indicate that the performance of the City is 

good. Twenty percent of the leaders indicate that the performance 

of the City is poor. 

acterize the City as needing some improvement. 

does not mean a complete rejection of the City operation. 

improvement means t o  the leader the identification of some specific 

area of unhappiness or that the City can make better use of its re- 

sources a 

Most of the leaders, sixty-four percent, char- 

This view of the City 

Needing 

There are generally three dimensions which underlie the leaders' 

reactions to City performance, These are: efficiemy of operations, 



adequacy of se rv ices ,  and a s e l f  o r  i d e n t i t y  concept. Sometimes an 

interview w i l l  involve a1.l th ree ,  and other  times only one dimension 

w i l l  be expressed. For c l a r i t y ,  we w i l l  quote from those 5-ntervicws 

which s t r e s s  one dimension. 

Ei'ficiency of operntiotis. I n  the B, the most negative,  

category, t h i s  1.eader s t r e s s e s  h i s  b e l i e f  t h a t  the Cit.y i s  ineff ic i .ent .  

Neighborhood Association President:  - 
u s e  i n  the sense of eff ic iency.  Twenty years  i n  t h i s  o f i i c e  here 

I worry about ( the  money's) 

and I'm i n  contac t  with a l l  the government agencies, and I f ind  
t h a t  there  i s  a tendency t o  be not  on the b a l l  a s  f a r  a s  work i s  
concernedo Down there  there  a r e  more people standing around 
having coffee breaks than working, 

Another respondent thinks t h a t  the City could be e f f i c i e n t  i f  i t  cou1.d 

"be' run more l i k e  a p r i v a t e  business." 

On the good end of the spectrum, these respondents think the 

C i t y  i s  e f f i c i e n t :  

Non-City Governmental Off ic ia l :  My observation i s  t h a t  they do 
a very good job. They operate  q u i t e  e f f e c t i v e l y  i n  a l l  t h e i r  
departments, 
and operate i n  a good manner bas ica l ly .  

They have good, t i g h t  budgeting; they cont ro l  i t  

Business Organization President :  They're doing about as well  
as they can I think we have an e f f i c i e n t  Ci ty  operation; 
Keithley ( t h e  Ci ty  Manager) i s  a darn good man. 

! 
5 

Adequacy of s e rv i ceso  Most of our respondents can suggest 

a reas  i n  which t o  spend more money f o r  adequate serv iceso  The follow- 

ing respondent, however, f e e l s  the output of the Oakland p o l i t i c a l  

system i s  inadequate because, a s  a taxpayer, he i s  g e t t i n g  nothing 

f o r  his money: 

Neighborhood Organization Chairman: The poor pay, but they don9 t  
g e t  anything f o r  it, They g e t  the poorest  service,  the poorest  
s t r e e t s ,  the poorest  schools--anyone can t e l l .  I t ' s  r id icu lous  
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we have to live this way . The tax situation is deplorable 
as to what we get in return. 

Another respondent, however, thinks Oakland is providing adequate 

services but has not received credit for it: 

College Official: 
to. Things like repair of streets, sidewalks, maj.ntenancc. e e . I rather suspect they are doing all they have 
---.I__ 

I think OaJcland has-done a lot of things it hasn't received 
credit for--for exainple, the Oakland Coliseum Complex, the Air- 
port, the industrial development that's under way. 

Obviously these two respondents do not agree on the adequacy o f  ser- 

vices, Whether this discrepancy represents an actual difference in 

this distribution of services is beyond my purview, but. it is quite 

clear that the above neighborhood respondent perceives that there 

are differences and this colors his evaluation of the City: 

You go up to the hills and see the street c.leaning and the clcari 
gutters and all the lights working and all those parks and nice 
schools, and then you look around--and what do you see? 

Self-concept, Although it is empirical nonsense to conceive 

of a city as having a negative self or identity concept or exhibiting 

symptoms of an inferiority complex, our respondents discuss Oakland as 

if the city were a neurotic person feeling somewhat inferior to its 

glamorous sibling, San Franciscos A businesswoman makes the same 

diagnosis: 'Is a11 Oakland needs is some pride, This darned in- 

feriority complex!t' However, this social club leader does not have 

much pride: 

I do feel that Oakland is very slow in many ways, like in their 
business, Compared to San Francisco, well, no wonder people go 
to the City (San Francisco) to shop a I can't understand a 
city like Oakland. We've always said we're the bedroom of San 
Francisco 
hereo Oakland's a sleepy town. Itas dull, 

a We should be more alert about having things over 
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A negative concept of the City can a lso .  be expressed in more con- 

crete terms which are al.so linked to inadequate services: , 

1. Business Organization President: Oakland has let the q u a l i t y  
of citizenship go down There's more crimc and uiidcsirablc 
and run-down neighborhoods and streets tharr there ought-. t o  he 
in a city like this, The nicest areas are around Laltc Mcrritt; 
people don't want to go down there as they don't feel. safe a t  
night. 

But things are getting better for some: 

Business Association _I President: In the last few years we've 
done something and are beginning to do more, but before that we 
took a back seat f o r  years to San Francisco. 
are changing, l o t s  has got to be done. 

Now that things 

And for a few, Oakland is doing even better than San Francisco: 

1__- Service Orenization Past President: 
they are ahead of San Francisco b y a  long shot e . . L j k e  that 
Oakland Coliseum Complex, They're making progress, not l i l c c  
that big city, San Francisco (where) there's a lot o€ yack-yaclc 
and they never gel- allything done. 

They're doing a fine j o b ;  

Eighty-four percent of the citizen-leaders do perceive Oakland 

in essentially negative terms. I have showed the extremes, the poor 

and the _good evaluations, to indicate the dimensions of performance 

which citizen-leaders use. For different reasons, citizen-leaders 

come together to feel that Oakland needs improvement, The signifi; 

cance of prevailing discontent lies in the expectation of stimul.ating 

demands $or an expansion of public serviceso Whether such demands 

would also result in a correlative tax policy is an open question. 

Civic discontent is not necessarily a determinant of citizen support 

for increased taxes even though such discontent is a major condition 

for increased demands, 

Will citizen-leaders pay more because they use City services? 

Before talking with the leaders of Oakland, I had felt that a 

citizen's use of City services and facilities would be quite important 
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i n  explaining the c i t i z e n ' s  t ax  and expenditure preferences. Obviously 

the user  of a f a c i l i t y  01 serv ice  provides a b u i l t - i n  consti tuency f o r  

s t a b l e  or  increased expenditures. In  t h i s  sect ion,  however, 7 wil.1. 

show t h a t  leaders  do use City f a c i l i t i e s  but  t h a t  use i s  n o t  s i n p l y  

r e l a t e d  t o  support  f o r  increased expenditures. 

Ci t izen-leaders  say t h a t  they use City f a c i l i t i e s  arid services .  

They a r e  qu i t e  aware of less v i s i b l e  se rv ices  such a s  s a n i t a t i o n  ser- 

v ices  and the p o t e n t i a l  value of f i r e  and pol ice  protectiog, They a3:e 

users of the l i b r a r y ,  parks, and r e c r e a t i o n a l  f a c i l . i t i c s  (Ta,ble 7-8) .) 

- - .- - ---. _- - ___ - -_- 
TABLE 7-8 

CITIZEN-LEADERS USE CITY FACILITIES AND SERVICES 

S E c i f i c  C i  t y u n c t i o u  .-- - I--..____I_ Mciitj onecl _-_, ~ 

Fr e cp e n  c' y Func t i on 

F r e q u e n c . f  City Services --I Mentioned ---- - _ _ "  .-I-_ 

I---. Services -- ResJondents -.--.. --- Percentages ----- - 
No. of No, of 

_I --- - 
0 3 5% None a t  a l l  3 
1 31 52 Culture 6 Recreation 42 
2 20 33 Public  Safety 2 1  
3 4 7 S t r e e t s  6. Sani ta t ion  14 

3 Other 14  4 or  more 2 
-t 

Total  60 100% 

Only three leaders  claim no use of Ci ty  f a c i l i t i e s .  

t i o n  t h a t  they u s e  one and two serv icesc  

Most leaders  men- 

Culture and recrea t ion  and 

publ ic  s a fe ty  a r e  the  City funct ions most o f t e n  mentioned. The non- 

r e s i d e n t  leaders  mention the use  of Ci ty  f a c i l i t i e s  with the same 

frequency as res idents .  The commuter, i n  other  words, does r e a l i z e  

t h a t  he i s  being provided serv ices ,  The. point  i s  t h a t  almost a l l  of 

the leaders  a r e  aware of and mention using City services .  

I would expect t h a t  the u s e r  of a serv ice  might know the 

s e r v i c e ' s  d e f i c i e n c i e s  and thus would be w i l l i n g  t o  spend more on 
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t h a t  service.  However, as  i n  Table 7-9, i t  i:i ev2cient t h a t  users  a r e  

n o t  the ones who want t o  spend more on the servli_ce they use s ince  only  

about one-third of those who use a serv ice  a l s o  want t o  spend more on 

Leaders who d i d  no t  
Leaders who mentioned use men t ion us c an il 

Sezvi (:e .. want t o  s p f n d  norc 
1__---- .,--_I 

and want t o  spend more 
I_ 

C u l t u r e  and l?ecreation 33% (N=42) 17% ( N z 1 8 )  

Publ ic  Safety 29% (N=21) 38% (N-39) 

S t r e e t s  and Sani ta t ion  29% (N=14) 22% ( N - 4 6 )  

t h a t  service:  what support €or increased expenditures t h a t  e x i s t s  j.s 

j u s t  a s  l i k e l y  t o  come from non-userso Thus, if a City o f f i c i a l  pl.atis 

t o  c r e a t e  support f o r  expansion of a partic.ular funct ion,  ht? mjghi- 

consi.der including non-users as  well  as users  i n  h i s  consti tuency, 

We need t o  understand the condi t ions under which use i s  r e l a t e d  t o  

t a x  support, It may be t h a t  use which generates no discontent  i s  

r e l a t e d '  t o  keeping expenditures s t ab le ,  On t h e  other  hand, users 

who are unaware of ac tua l  se rv ice  l e v e l s  and cos t s  may be a source 
! 

of support. 

That ignorance of cos t s  may be func t iona l  i n  supporting a 

Ci ty  f a c i l i t y  i s  evidenced by the many p o s i t i v e  references to . the  

Coliseum Complex, 

the  Coliseum favorably,  These respondents think not  only t h a t  the 

Twenty-five out  of thir ty-one respondents mentioned 

f a c i l i t y  i s  " j u s t  g rea t"  b u t  t h a t  i t  i s  "going t o  br ing a l o t  of 

revenue %ne! Unfortunately, the Ci ty  i s  now paying $750,000.a year 

for the  Coliseum with p r a c t i c a l l y  no r e t u r n  on i t s  investment, There 



also seems to be sone confusion, evidenced in the interviews, as to 

how the Coliseum was financed, A few respondents seem t o  reinforce 

their positive feelings toward the Coliseurn by believing that they 

voted for its financing when actually the issue was never on the 

ballot, 111 fact, one of the more knowledgeable respondents objects 

to the method of financi-ng precisely because it was n.ot put to the 

voters: 

It's basically wrong to usurp the taxpayer's basic right t o  
decide on large outlays of capital. 
but the principle of the lease-purchase arrangement is funda-. 

It's a great project , 

I mentally wrong. 

Only a handful of leaders actually understand exactly how the Coliscutn 

was built and financed. 

could care less, The citizen-leader uses the facility, likes it, b u t  

The majority of leaders do not understand and 

does not understand that he is paying more than his admission. fee, 

Contrary to my own expectations about human behavior, citizeii- 

leaders wi1.1 not pay more just because they use City services. Use, 

itself, may or may not be a condition for increased services and taxes. 

The citizen-leader is just as likely to support a service he does not 

use as one he does. Non-use and use based on ignorance, as in the 
1, 

case of the Coliseum, are functional equivalents; both may lead to 
I 

support f o r  expanded serviceso First the quality of use must be 

defined before the relationship between use and tax support will 

become clear, 

knowledgeable leader, for i f  he understands the need he will support 

The problem of support is not with the informed and 

increased taxes regardless of personal useo 

is with the uninformed, How does the experience of using City facil- 

ities and services affect the uninformed leaderPs financial policy 

The problem of support 

preferences? If the experience leaves the leader uninformed, he 
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may or may not be willing to. support expanded services' 

bit of use may be dangerous. 

level of recreational service should not rely solely on leaders, for 

example, whose recreational preferences are determined by an occasional 

trip to the zoo. 

A little 

City officials who wish t o  raise the 

Citizen-leaders will pay more because they want to spcnd more - I-- 

Citizen-leaders want to spend more, The typical- leader sug- 

gests several specific service areas for increased spendj-ng; he either 

rejects the notion of spending less or cannot make specific rccottuncnd- 

ations for cutting, He is discontented with City performance, so he 

wants to spend more. Because he sees the connection between services 

and taxes, he may even be williiig to pay more, Leaders, howevei-, do 

not agree on where to spend. 

A majority of citizen-leaders (fifty-four percent) suggestccl 

at least two areas for increased spending. Only six respondents 

, make no suggestion for increased spending. In other words, 

ninety percent of citizen-leaders make at least one suggestion for 

increased expenditure. , The average number of service areas mentioned 

for increased spending is 1.8. 
: 

I had asked, "Where should the City 

spend more to meet the needs of the community?" Practically all of 

the responses are quite specific: 

forms, better lighting, more street repair, more on parks, more for 

schoolbooks and teachers, more t o  bring business here. But as I 

have said, there is no consensus with>the possible exception of 

schools, which is each group's second choice. This can be better 

seen i f  the respondents' preferences are divided by race and resi- 

more for police salaries and uni- 



dency as in Table 7-10. White residents want to spenci niorc on p u b l i c  

safety. Non-residents want to spend more building up and atLracting 

business and industry, Non-white residents want to spend more OR the 

~-.___---_I_______ - - 
TABLE 7-10 

NO AGREEMENT ON WHERE TO SPEND MORE - I I_.-_. 

Spend more on 
Service Area: - 

Educa ti on 
Public Safety 
Business and 

Culture and Recreation 
Streets and Sanitation 
Poor and Poverty 

Industrial Development 

Race and Resides7 
-_1_..----. --I-_ -.,. 

White/ Whi te/Non- Non- 
Resident Resident White:? T o t a l  .- -. --- 

14 5 6 25 
16 3 2 21 

8 7 3 18 
11 3 3 17 
9 2 3 14 
4 3 7 14 

+;In the sample all non-whites are residents 

poor and poverty, This latter category is not strictly a City function 

or service but a specific target for City services, It is, however, 

mentioned as a specific area for spending, For example, a leader of 

a professional association thought the City should spend more 

in cleaning up some of the slums and in spending more i.n workjng 
with people who are on welfare to help these people find a useful 
role in life, There's a massive problem with our socio-cconornic- 
ally deprived people. , 

\ 
m e n  the questi0n.i.s turned around by asking "In what areas 

is the City spending too much money?" and "Are there any services 

which the City provides which should be cut out?", two important 

things happen, First, respondents are not likely t o  identify specific 

City services for cutting, Instead they talk in terms of the City be- 

ing inefficient, cutting out the fat and waste, and spending less for 

the poor or those on welfare, Second, over half o f  the samp1.e either 

cannot think of a service to cut or rejects completely the not.ion of 



spending less (Table 7-11.). 

of City activities is required to know where t o  cut than to kriow wlierc 

It has to be granted that more know.l.edgc 

to add, which may in part explain the lack of specific.ity and the 

Sjending Too - Much On: 
Waste, Red Tape, and Fat 
Poor and Poverty 
Waste and the Poor 
Specific City Activity 

Yes - Subtotal 
Can't think of any 
No 
No, not spending enough 

No - Subtot.al 

6 
8 
7 
6 
27 48% 

10 
15 

4 
29 52% 

4 
0 
0 
0 
4 40% 
_I-- 

2 
1 
3 
6 60% 

-- 

10 
8 
7 
6 
I-,- 

31 47% 

/ 

number of "can't think of any responses." But when these data are con- 

sidered with the data on spending more plus the overall negati.ve rating 

of City performance, it seems reasonable to conclude that many (conser- 

vatively, at least one-third t o  one-half) of the citizen-leaders want 
3 

to increase City services and spend more,, 

However, w i l l  citizen leaders pay more for these increased 

services? Unfortunately, I did knot have the foresight t o  ask that 

question. 

to pay increased taxes. 

But I believe that many of these leaders would be wl'.lling 

For one reason, leaders who do not want to 

spend less a l s o  support increases in a greater number of tax sources 

than leaders who definitely believe that expenditure levels should 

be cuts Secondly, leaders who are unwilling to spend less have better 

tax comprehension and make the connection between taxes and services 



more o f t e n  than leaders  who want t o  cu t  (see Table 7-12) .  ALtliough 

the d i f fe rences  i n  the data  a r e  n o t  as marked as they should be,  they 

do i n d i c a t e  by d i r e c t i o n  some support  f o r  my conclusion. \?hen leaders  

- --_I_---- 

TABLE 7-12 

CITIZEN-LEADERS \a30 DO NOT WANT TO CUT CITY EX’PE?<DITURES HAVE BETTER 
TAX COMPREHENSION AND MAKE THE TAX*-SERVICE CONNECTION MORE READILY 

THAN LEADERS WHO w m r  TO curr 

( a )  
Makes the Tax- 

Service Connection 
P o s i t i o n  on 
Spending Less: Yes No 

Yes, l e t ’ s  cu t  21  40% 10 71% 
No, we can’ t  spend l e s s  31 60 4 29 

Total  52 lOO”1, 14 100% 
-- -- 

Tax Comprehension --. - .- 
Good A v e r s e  Poor 

8 36% 14 52% 9 53% 
14 6 4  13 48 8 47 
2 2  100%,, 27  100% 17 100% 

ll_-l- -1_1- 

--.-_I I I- - -- 

who understand the connection between taxes and services  do not  want 

t o  spend l e s s  and may want t o  spend more9 they may al-so be willing t o  

pay morea 

To summarize the preceeding few sec t ions ,  c i t izen- leaders  a r e  

unhappy with the City as i t  i s ;  they want change because Oakland needs 

improvement. Many of them want t o  spend more and understand t h a t  they 

have to  pay taxes  f o r  increased expenditures. 

spent  e f f i c i e n t l y ’  and without waste, 

gent-iment f o r  r a i s i n g  the l e v e l  of se rv ice ,  there  i s  not  much agree- 

They want the money 
I 

However, while there  seems t o  be 

ment on p r i ’o r i t i e s  f o r  a l loca t ion .  

Who w i l l  pay? I 

The purpose of t h i s  and the  following sec t ion  i s  t o  i d e n t i f y  

t h a t  p a r t  of the Oakland community which i s  a t t e n t i v e  t o  f i nanc ia l  

and s o c i a l  issues. These leaders  make up the poten t ia l  support 



27 1 

nucleus f o r  increased taxes and spending. In .  the subsequent sc:c t.j.on 

I w i l l  i d e n t i f y  the  support nucleus on the  b a s i s  of awarencss of fi- 

nancial  and s o c i a l  problems. I n  t h i s  s ec t ion  I will. assess the s i g -  

n i f i c a n c e  of s eve ra l  v a r i a b l e s  f o r  def ining the  support nucleus, 

These v a r i a b l e s  include: (1 )  c i v i c  r e s p o n s i b i l i t y ,  ( 2 )  s p e c i f i c  r e -  

sponse content ,  ( 3 )  r ace  and residency, and ( 4 )  the l e a d e r ' s  organi- 

za ti on, 

Civic r e spons ib i l i t y .  Oakland c i t i zen - l eade r s  are c iv i c -  -- - 
minded, but i t  i s  an open quest ion whether t h i s  c i v i c  a t t i t u d e  i s  a 

r e l i a b l e  index of support. There are  some people i n  every c i t y  who 

place the  q u a l i t y  of community l i f e  as an argument in t h e i r  u t i l i t y  

funct ion,  Supposedly c i t i z e n s  ~ i t h  public.-regardingness o r  civLc 

r e s p o n s i b i l i t y  w i l l  provide a b u i l t - i n  core  of support f o r  s e rv i ce  

expansion and t a x  inc reasese8  Most of Oakland c i t i zen - l eade r s  are 

w i l l i n g  t o  accept the  C i ty ' s  t a x  burden, as i s  clear from these  

s ta  tement s : 

PTA-President: Well, i f  i t  becomes a necess i ty ,  I'll go along. 
I might f u s s  and f i g h t  and cuss and g e t  mad, but  i f  w e  need i t ,  
we need it! e e ., If i t  has t o  be done, i t  has t o  be done. 

C iv ic  A f f a i r s  Group President:  
They're r i s i n g  year a f t e r  year 

I don ' t  mind paying taxes. 
CI 7 

but  i f  i t ' s  for: a good pur- 
pose, I donOt mind, 

Service Organization President:  
t he  t e r r i f i c  burden taxes are ,  but  you c a n ' t  have q u a l i t y  ser- 

We're a l l  aware of the  f a c t  

vice unless  you pay f o r  it, 

Neighborhood Associat ion President:  I ' m  w i l l i ng  t o  go along with 
any kind of t axa t ion  No matter where we tax, t he re  w i l l  
always be people object ing,  and what do you consider fa2.r anyway? 
You say you shouldn ' t  t a x  property and the  other guy w i l l  say 
okay, but  then where do you s h i f t  i t  t o  then? My point  i s  t h i s :  
i f  you do a good job with the  money co l l ec t ed  already, we won't 
worry about how you g e t  i t  i f  i t ' s  w e l l  spent and f o r  the  r i g h t  
object ives ,  
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Leaders w i l l  pay more, but  the op;rnLional question j s when 

and f o r  what, Civic types emphasize need, purpose, the r i g h t  o b j c c t -  

ives.  How i s  the City o f f i c i a l  t o  distingui.sh the subslalice from tlic 

r h e t o r i c  when he wants to  push a c e r t a i n  program or  g e t  a new tax 

accepted? One l eade r ' s  r i g h t  object ive may not  be the same a s  another  

l e a d e r ? s  purpose. The point  i s  t h a t  civic. r e s p o n s i b i l i t y  i s  not  i! 

general  hunting l i cense  but  becomes defined i n  tli? context of the p u r -  

sua1 of a. p a r t i c u l a r  policy. Even i f  c i v i c  r e s p o n s i b i l i t y  were ope.1:- 

a t i o n a l  i n  a general  sense, each c i t i z e n  may s t i l l  d i f f e r e n t i a l l y  p1.ace 

i t  i n  h i s  u t i l i t y  or  preference function. The l imi ta t ions  of c i v i c  

v i r t u e  should be considered when o f f i c i a l s  seek support fo r  tax  in-  

creases ,  

Specif ic  response content,  - I have pointed out i n  a previous 

s e c t i o n  the importance of tax  comprehensi.on Leaders who can respond 

t o  general  f i n a n c i a l  questions with s p e c i f i c  t ax  recoinnienda tioiis such 

as an increase i n  the s a l e s  tax,  ind ica te  t h a t  they have the requi- 

s i t e  knowledge. Leaders who cannot be s p e c i f i c  w i l l  probably not  be 
9 

i n  the support  nucleus. To give these statements some context ,  l e t  

me def ine  two va r i ab le s ,  
t 

F i r s t ,  the dependent v a r i a b l e  i s  wil l ingness  to  accept tax  

burdens or  succ inc t ly ,  t ax  support, In  the interview, the leader 

was asked h i s  p o s i t i o n  on seven d i f f e r e n t  sources of revenue. C i t i -  

zen-leaders a r e  qu i t e  pos i t ive  i n  t h e i r  responses f o r  a majority of 

the sources suggested t o  them, For the t o t a l  sample a weighted 
. .  

average of 3.7 sources e l i c i t e d  p o s i t i v e  responses. On-a percent- 

age b a s i s  there  i s  considerable c l u s t e r i n g  between two and f i v e  

sources9 a s  i s  shown by the frequency d i s t r i b u t i o n  i n  Table 7-13, 
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TABLE 7-13  

DISTRIBUTION OF POSITIVE RESPONSES 

No. of Reirenue Sources 
Given Posi t iveRespoi ise  c- 

7 
6 
5 
4 
3 
2 
1 

Percentage of 
Re spoiiden t s 

3% 
5 

20 
30 
2 I. 
18 

3 
100% (N = 6 6 )  

I assume t h i s  weighted average can be taken as a crude measure 0: t a x  

support. I n  o the r  words, f o r  discussion purposes7 I a m  saying t h a t  

the  number of taxes supported by a leader i s  equivalent  t o  h i s  w i l l -  

ingness t o  accept e x i s t i n g  and increased t a x  burdens. I f  a l e a d e r  i s  

n o t  w i l l i n g  t o  pay more, he w i l l  tend t o  r e a c t  negat ively t o  the  sug- 

g e s t i o n  t h a t  a p a r t i c u l a r  revenue source be increased. 

e n t  v a r i a b l e ,  t a x  support ,  i s  defined by a weighted average of the 

number of revenue sources given p o s i t i v e  responses by leaders.  

So the  depcnd- 

Con-. 

s i d e r i n g  the  :crudeness of the  methods, the  c l u s t e r i n g  around the  

mean (see Table 7-13), and the  l i k e l y  problems of v a l i d i t y  of the  

measure, : I  w i l l  use mean tax support  t o  i n d i c a t e  only d i r e c t i o n  or 
I 

the  ranking of tax-support. 

Second, the  independent v a r i a b l e  i s  s p e c i f i c  response content. 

A s p e c i f i c  response by a leader  i s  simply h i s  suggestion f o r  a par- 

t i c u l a r  source of revenue when asked, 'sIf the  City needs money, where 

should the C i ty  g e t  i t?rr Over seventy-six percent of c i t i zen - l eade r s  

make s p e c i f i c  suggestions. Table 7-14 shows t h a t  twenty-one l eade r s  

suggest the s a l e s  tax. To a lesser ex ten t  income tax, subventions, 
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property t a x  and bonds a r e  mentioned. 

I SuJgestion ---I_- No. of R e s E i d m t s  I 

Sales  Tax 2 1  
C iga re t t e ,  Liquor, Luxury Taxes 16 
Income Tax (Conuwter and Other) 10 
Federal /State  Subventions 9 
Property Tax 8 
Bonds 5 
Other 2 

Non-spec.ific responses f a l l  rough1.y i n t o  two categories .  

The f i r s t  includes l eade r s  who see  t axa t ion  as a general. ob jec t .  

Sometimes the  respondent uses the answer, "Only one way: taxes ,  'I 

as a shorthand not ion f o r  a more complex and d i f f e r c n t i a t e d  cotlcep- 

t i on  of a t a x  s t r u c t u r e  t h a t  becomes apparent- as the interview pro- 

ceedso More o f t en ,  however, the general  response, "Taxes," i s  a c lue  

t o  f i n a n c i a l  ignorance, I n  e i t h e r  case, these statements a r c  usual.ly 

accompanied by the  not ion of the people as the  taxpayer: 

Professional  Association President:  
going t o  g e t  i t  from the  people, t h a t ' s  where. 

Church O f f i c i a l :  
the people who are  governed,, 

The f a c t  i s  t h a t  t.hey're 

The bas i c  source of money f o r  a government i s  

PTA President:  
damn public,  

Where do they usua l ly  g e t  i t  from?--The poor 

The second non-specific category o f t e n  r e j e c t s  the not ion t h a t  the 

C i ty  might need more money. What t he  C i ty  has t o  do i s  t o  c u t  out  

waste and f r i l l s  and be e f f i c i e n t  o r  a t  l e a s t  spend the money d i f f e r -  

entlyr 
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Home-Owner Association .Presi-dent: They have too many fril.1-s c1c)wii 
t here  somewliere too many ex t r a s ,  maybe a couple of peop1.e they 
don' t need 

-I__-__. - 

Business Organization Of f i c i a l :  We have t o  be shown t h a t  they 
need more -&&m.w. because I personally f e e l  t h a t  wj t h  proper 
procedures e . e they won't need more money. 

When both var iab les  a r e  p u t  together i n  Table 7-15, we see 

t h a t  leaders  who make spec i f i c  suggestions on tax  revenue rank high 

i n  t ax  support, and leaders  who make non-specific suggestions do not: 

---L__...--....______ -_ ------ - - ---- - _--- 
TABLE 7-15 

CITIZEN-LEADERS W I T H  SPECIFIC IDEAS ON TAX SOURCES SUI'I'OlI?' 

A GREATER NUMBER OF TAX SOURCES THAN OTHER LEADERS 
----*-- -- 

Mean Tax Supeor t i3aiiFr.i I)[: 
I_^----- 

Per c en t a= S p e c i f i c i t y  of Response -- 
Speci f ic  56% 
Speci f ic  and Non-Specif i c  20 
Non-Specif i c  2 1  
Made no suggestion 3 

rank high i n  t ax  support, In  other  words, leaders  who know something 

about taxes w i l l  make specific6 suggestions and i n  turn w i l l  support 

increased taxes, The capaci ty  t o  make s p e c i f i c  suggestions 1 s  an 

important coniponent of tax-comprehension, 
I 
I 

Race and residency, I f  Ci ty  o f f i c i a l s  promote a support 

nucleus f o r  increased taxat ion,  t h a t  nucleus will probably.have t o  

convince many of Oakland's white r e s i d e n t s  t h a t  expenditures and taxes 

should be ra i sed ,  Many c i t izen- leaders  who a r e  white and r e s i d e n t s  

of the City bel ieve t h a t  Ci ty  expenditures can be c u t ,  Table 7-16 

shows t h a t  i t  i s  the non-white res idents  (they a l so  pay taxes)  and 

the white non-residents who bel ieve t h a t  the C i t y  cannot spend less ,  

which I have i n t e r p r e t e d  a s  perhaps being associated with a bel-ief 
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- . . ... ____ I -- - ~ ___ - -___ 

TABLE 7-16 
WHITE RESIDENT CITIZEN-LEADERS 'WANT TO CUT c r r y  SPE~\~DING 

Race atid R e s i d e n c y  

Resident 

_.-.-. I---- 4--_-____- 

White White Non- 
Non-Whi t e  --- .--- --_I..--- Resident ---- Position on Spending Less 

No, we can't spend less  
Yes, let's cut 23 58% 4 25% 4 401, 

Total 40 101% l6 100% 1.0 luo70 
6 GO -- ---.* 12 75 - -- 17 43 - --I 

that services should be expanded, White non-resident leaders also 

rank high on the tax support measure while noa-white residents are  

average in tax support. One reason why non-white leaders may not 

have a correlative tax policy to support their desires for expznded 

services is that they are quite negative in their evaluation of City 

performance. White leaders arc more positive in their cvnluation of 

the City than are the non-white leaders, The non-white respondent 

feels he is not getting anything out of his taxes now and questions 

why he should pay more. He wants services to increase, but until they 

do he is not willing to increase his tax burden. The white non-resi- 

dent leader is relatively sanguine about the prospects of the City; 

he is willing to pay more, 

whites and non-resident leaders will be in the support nucleus. 

For perhaps different reasons both non- 

The organization, The type of organization the c.itizcn-leader 

represents is quite important in explaining his views on spending, his 

contact with City officials, and his tax preferenceso This section 

will illustrate how small the organizational base of the support nu- 

cleus is, For example, only about half of the leaders represent or- 

ganizations that have views on finance, And only about one-third 

(twenty-three, to be exact) of the leaders indicate something beyond 



a casual contact with relevant City officials. This is not to say 

that other ler?ders have no  opinions on finance, bu t  it docs open tlic 

question of whose preferences are taken into account in tnalsing tax 

policy. As we will see, it is the business and, to a lesser extent, 

the neighborhood groups who have views and contact City officials. 

That a person is a leader of an organization is no guarantee 

he will have opinions on taxes, Nor do all organizations care about 

City finance. Taxes, expenditures, and City finance are subjects for 

the City Hall specialist and for the person who has some necessity t o  

learn about such things. For an organization to cart about City fi- 

nance or t o  care enough to have official views on the subject, City 

finance has to be relevant to the purpose of the organization. Therc- 

fore business aiid neighborhood Organizations have such views aiid the 

other organizations represented in the sample do not (Table 7-17), 

--- 
TABLE 7-17 

BUSINESS AND NEIGHBORHOOD ORGANIZATIONS HAVE OFFICIAL VIEWS 
ON CITY FINANCE 

Organizational Type 
 us ines s 
Neighborhood 
Other 

Total 

Does your organization have vievs 
about City expenses and revenue? 

Yes No 
15 44% 4 13% 
10 29 3 10 

23 77 - -  9 26 
_._I 

34 -99% 30 100% 
~ ~- _ _  - 

In fact, holding views on City finance may be too close to politics, 

an area of potential conflict for some organizations. As one women's 

club president puts it: 

We strive not t o  take a stand too much on politics and religion, 
mainly because the club consists of conservatives and liberals and 
there is nothing in between, Such a stand would tend to be divisive 
in these matters However, 
City expensesB 

we do a l o t  of grumbling on 



Another 'social club pres-ident has similar feelings: 

The club has never gotten into politics. 
careful in our meetings to be bi-partisan. . We're very 
careful-, particularly about: controversial things. 

In fact, we are very 

When an organization considers City finance significant, then 

that organization provides a frame of reference for the leader and h:is 

opinions. Citizen-leaders view City finance through organizational 

glasses, PTA arid other education-oriented respondents express con- 

cern about school finance and the difficulty of and the need f o r  

passing bond issuess Or a motel association's leader responds to a 

general question completely in terms of the transient 0caupanc.y tax: 

We just got through a big battle over the room tax. This went. 
into effect two years ago, e e Prior t o  that it was mentionc\d 
for two years before that; we fought it for six months, and the 
Council dropped it; then they brought it up egain and T:e fought 
it all the way, but it became lawo Out of the fight we gained 
a couple of things, 

The respondent goes on to explain that the funds are earrnai:liccl f o r  

convention and tourist promotion and that the motel owners have 

representation on a Mayor's committee to recommend allocation of funds. 

Leaders who have some reason to be concerned about  City finatice 
8 

exhibit a marked difference in amount of contact with City officials. 

A s  we see in Table 7-18, listening to a Department official speak is 

TABLE 7-18 
CITIZEN-LEADERS WITH VIEWS ON CITY FINANCE 

HAVE CONTACT WITH CITY OFFICIALS 

Does your organization have views 
about City expenses and revenue? 

No -- Contact Yes 

"None" to ' P J ~ ~ t  f o r  speakersp9 
91Somest t o  stgreat deal" 32 94% 11 39"/, 

2 6 - -- 
Total 34 100% 

1 7  63. 
28 100% 
I_ -- 
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the maximum contac t  experienced by leaders  without financial. views. 

However, l eaders  who do have something t o  say about Ci ty  fi t lance ha.vc 

rta g r e a t  deal" of contac t  with City o f f i c i a l s .  A s  a t a rgc t  area 

committee chairman puts it: 

You've heard the  saying, "As long as you keep qu ie t ,  no one 
knows what 's  bothering yous but  when you ho l l e r ,  everybody 
knows"--well, we ho l l e r .  

Contact i s  f o r  the few, only about one-third of the leaders  have a 

g r e a t  deal  of contac t ,  and eleven percent of the respondents' only 

contac t  with C i t y  o f f i c i a l s  was t o  hear a guest  speaker f rom,the 

City (see Table 7-19). However, even speaking engagements can have 

a marked e f f e c t  on the ind iv idua l ' s  perception of City finance. For 

----__ ..--- - - _. - 
I 

TABLE 7-19 

LEADERS OF BUSINESS AND NEIGHBORHOOD ORGANIZATIONS 

HAVE CONTACT WITH C I T Y  OFFICIALS 

Contact Total  ---- Business Neighborhood Other 

"A g r e a t  deal" 1 3  68% ' 6  43% 4 13% 23 36% 
"Somef' 5 26 5 36 12 39 22 34 
"Jus t  f o r  speakers" 1 5  0 0  6 19 7 11 

1 2  19 
6 4  lOO"1, 
I --- 9 29 - -  3 2 1  

-111 

0 0  No contac t  I- 

Tota l  19 99% 14 100% 31 100% 
~ ~~ ~~ 

example,',here i s  a respondent who missed the speech but  got  the message: 

I should have been ab le  t o  hear the City Manager, 
Rotary Program Cormittee and was responsible for the January 
program, 
finance,  
I know t h a t  f i n a n c i a l  problems a r e  g r e a t  and I know why: property 
taxes a r e  diminishing, freeways a r e  taking land, houses a r e  being 
torn  down, people a r e  moving out,  Land that. would be bringing i n  
Ci ty  property t a x  i s  not ,  The City Manager sees everything i n  
terms of property t ax  incomeo 

I was on the 

We had him there  t o  speak and he h i t  very heavily on 
B u t  I was o u t  of town or  I ' d  have more t o  te1.l you. 

Contact i s  f o r  the leaders  who- represent  organizations with 

o f f i c i a l  &ews on City Finance. I n  Table 7-19 WE can see t h a t  the 

business and neighborhood leaders  arc in the high categories  of con- 



tact with City officials. The sequence is clear, First, bus%ness 

and neighborhood organizations have official views on City finance 

(Table 7 - 1 7 ) ,  Second, leaders who represent organizations with o f f i -  

cial views have high contact with City officials (Table 7-18). There- 

fore, business and neighborhood leaders have high contact with City 

officials (Table 7-19). 

Contact with particular City officials varies by the leader's 

organization as Table 7-20 indicates, Business leaders have contact 

with the Mayor, Council City Manager and Departments. Neighborhood 

leaders have contact mainly with the Mayor, Council and Departments. 

- _l___l_-__̂ __I___------_----_I - 
TABLE 7 - 2 0  

LEADER CONTACT WITH PARTICULAR OFFICIALS VARIES BY ORGANIZA'l'LON 
- -- 

City Official Contact:'; -.. 
Department/ Mayor/ Ci. ty Leader s 

Organization Commission Counc i 1 Manager- 

Business 15 15 12 
Neighborhood 9 8 1 
Service 10 5 0 
Social/Professional 5 3 0 
Other 

, Total Contacts 
3 

42 
I_ 

2 
, 33 
- 0 

13 
_I 

*Of the 49 respondents who indicated contact with specific offi- 
cials, over half made plural responses. 

Service and social and professional leaders have contact main.ly with 

Departments, The less a leader is concerned about City finance, the 

more likely he will have contact only with Departmental officials. 
, 

There is no doubt that business leaders care about City financea 

However, are business leaders part of the support nucleus for increased 

levels of service and taxes? Many business leaders will not be part of 

the support nucleuso They do support a greater number of different 

taxes.because they are anxious t o  find alternatives to the property tax. 



Business leaders  a r e  two-toyone aga,ins t the property tax. I-Io~;evcz, 

business leaders  i n  the sample want t o  c u t  Ci ty  expenditures (see 

Table 7-21) ,  

Manager than other  leaders.  Business leaders  a r e  i n  agreement. w i th  

the Ci ty  Manager tha.t the C i t y  can be more e f f i c i e n t .  The City can 

Business leaders  have more contact  with the City 

BUSINESS LEADERS UAikT TO SPEND LESS 

P o s i t i o n  on 
Spending Less: 

Yes, l e t ' s  cu t  
No, we can ' t  spend less 

Total  

Leader's Organization -- 
Other -- Business 

13 68X 18 38% 
I 

6 32 
29 100% 
_. -  

29 62  
47 100% 
-- _I 

cu t  cos t s  arid hold the property tax  r a t e  s tab le .  Thus business lead- 

ers a r e  i n t e r e s t e d  i n  Ci ty  finance,  but t h e i r  i n t e r e s t  does not  nec- 

e s s a r i l y  lead t o  expanded services .  Eff ic iency,  not taxes,  i s  t h e i r  

motto. 

I n  t h i s  s e c t i o n  I explpred some aspects  of the quest ion,  

"Who w i i l  pay?" Again I s t r e s sed  the importance of t ax  comprehension 

by introducing the concept of specific-response content, ,  I a l s o  f e l t  

t h a t  forjoakland the support  nucleus f o r  se rv ice  and t ax  expansion 

probably should include non-residents. F ina l ly ,  I warned aga ins t  

r e l y i n g  on c i v i c  v i r t u e t o r  r e s p o n s i b i l i t y  and I a l so  pointed out the  

circumscribed i n t e r e s t s  of concerned business leaders ,  In  the next 

sec t ion ,  I w i l l  f u r t h e r  specify the  support nucleuso 



C i t y  officials cannot xcrncdy Oakland's s o c i s l ,  CCOLIG:~!.:.~ and 

poli.tica1 problems without consi,de.rable. conwunity suppoxt. 

such support . ,  citizen-leaders have t o  be made aware ";at there a3-e 

problems, 

izen-leaders are aware of these problems, 

710 give 

This section shows that only a minority of Ci.l~.l;l.and's cit-. 

Ey examining the total interview, I coded the sample on two 

dimensions, The iirst dimensi.on indicated an awareness of the re- 

venue "crisis1t of the City which was called financial awareness. 

The Second dimension indicated an awareness of the problems of the 

poor? poverty and business in depressed areas of the C i t y ;  t . 1 1 5 ~  

dimension was called social-economic awareness, As an cxalnpl e >  t ! t j  s 

teacher, a professional association leader, succinct1.y indica,tes an 

awareness of both dimensions: 

. , there are serious finaiicial problems. a . . The City is 
in trouble because the tax rate is such that it is not adequut-c 
to relieve the City's problems, We have slums to clean up and 
massive problems of similar sorts, 

Or this Chamber of Commerce member, who has a slightly expanded view: 

Oakland is like many center cities and has very severe financial 
problems. This is partly because you have an increasing nurrher 
of impoverished people coming into this area where there's hous- 
ing available that is all falling apart and cheap to rent, And 
the middle-income people are moving out to the suburbs e 

Throughout the United States, the downtown city areas are becom- 
ing home to the old and the poor segments of our population, to 
the various ethnic and Negro groups, and this creates problems, 

As we can see in Table 7-22, leaders who perceive both proh- 

].ems constitute only thirty-five percent of the sampleo More often, 

respondents will be aware of neither problem o r  only  aware of one of 

them, For example, this professional association leader sees only  
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the f i n a n c i a l  problems: 

Property values a r e  way down) and the City doesn't have  I'ric 
gross  income i t  should have, B u t  considering the drawbaclts, 
we're i n  p r e t t y  good shape. 

Those respondents who see the C i ty ' s  problems only i n  f i n a n c i a l  terms 

w i l l  complain about the high t ax  r a t e  and t h a t  taxes a r e  outrageous, 

A MINORITY OF CITIZEN-LEADERS HAS AWUIENESS OF BOTH 

FINANCIAL AND SOCIAL--ECONOMIC PROBLEMS 

Number -I_-- P e r c en t s  
--I_ 

Problem Awareness 

Financial  and soc ia  I.-cconomi c 3 5% 23 
Financial  only 1 7  11 
Social-economic only 15 10  

I_ 

2 2  
Total  100% 66 

- 33 - Ne;. ther 

Those who a r e  aware of the economic and s o c i a l  dimension conip1.nin 

about the  lack of business and i n d u s t r i a l  development such as the 

need f o r  a new produce center  or a convention complex, or  the neigh- 

borhood leader  w i l l  perceive the problems i n  terms of h i s  consti tuency: 

I n  Oakland the re  a r e n ' t  enough jobs f o r  people, espec ia l ly  our 
Negro and Mexican poor e ., We do have a c r i t i ca l .  s i t u a t i o n ,  
We'd hate  t o  say wepre ready f o r  another Watts, but  i t ' s  the 
only thing you do or  say t o  be heard these days. 

! 
Awareness of both problems i s  g rea t e r  among the white non-residents 

(n,ine out  of s ix teen)  than the other  respondents. Non-whites show 

a g r e a t e r  social-economic problem awareness than res ident  whites. 

Moreover, four out  of t en  non-white respondents have awareness 

, of both f i n a n c i a l  and social-economic problems while only ten  out  of 

f o r t y  white r e s i d e n t s  are aware of both. 

A s  we have seen i n  the previous ana lys i s  of business leaders ,  

f i n a n c i a l  concern does not  necessar i ly  mean soc ia l  concern, I n  gen- 



e r a l ,  contac t  with City o f f i c i a l s ,  o f f i c i a l  organizat ional  view, and 

tax  comprehension a r e  a l l  r e l a t ed  t o  finamcial awareness h i i t  no t  t o  

social-economic awareness. 

o f f i c i a l s  have a g r e a t e r  awareness of both problem areas  than those 

leaders  with minimal o r  no contact.  

pronounced f o r  those w i t h  f i nanc ia l  awareness (Table 7-23 a). 

- 
Respondents who have contact  wi th  C i t y  

T h i s  r e l a t i o n  i s  p a r t i c u l a r l y  

As '1: 

expected, the g r e a t e r  the t ax  comprehension, the grea te r  the f inanc-ia'l 

awareness (Table 7-23 b ) ;  t ax  comprehension i s  not  r e l a t ed  t o  soc ia l  

and economic problem awarenessI Similar ly ,  respondents from organiza- 

t i ons  t h a t  have an o f f i c i a l  f i nanc ia l  view have more awareness of the 

C i t y ' s  f i nanc ia l  problems (Table 7-23. c). There i s  no r e l a t i o n  be- 

tween organiza t iona l  view and social-economic problem awareness. 

_I___-----_ __.- - 
-___I -_ 

TABLE 7-23 

THE GREATER THE CONTACT WITH CITY OFFICIALS 9 TAX COI\IPREIIEh7SZON ~ A N )  
MEMBERSHIP I N  AN ORGANIZATION WITH VIEWS ON FINANCES, T I E  GREATER 

THE AWllRENESS OF THE CITY'S FINANCIAL PR0BI;EPIS 

Finan- 
c i a l  

Prob- 
l e m  

Aware- 
ness  

Yes 
No 
Total  

( a >  

Contact 
A Great1 Speakers/ --I Deal Some None 
19 83% 9 41% 6 32% I -  

13 68 -- 4 1 7  13 
23 100% 22 19 100% - - I  8 

(b)  

Tax 
Finances 

'kesr"--No- 
22 65% k n  

Otganizational 
View on C i t y  

Financial  awareness a l s o  a f f e c t s  a respondent's views on who 

should pay, 

press the "complex" or "segmentvr not ion than those who a r e  n o t  aware. 

Those respondents who a r e  not  f i n a n c i a l l y  aware tend t o  employ the 

? ' f a i r  share" concept of everybody-pays. One i n t e r p r e t a t i o n  might 

be t h a t  s ince the f a i r  share respondent does n o t  perceive t h a t  Ci ty  

Those respondents who a r e  aware a r e  more l i k e l y  t o  ex- 
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taxes arc high and that the City is operating under severe fiixnciej. 

constraints, he is unlikely to feel the tax burden ill persorra'l teriit,h*; 

and so he is not motivated to have some other segment pay or to seek 

a broadening of the tax base as the complex types do, He thinks he 

pays his €air share and expects others to do the same. 

As T expected, the respondents who have awareness of the 

social and economic problems of the City do not want t o  spcnd less or 

to cut out services; indeed, it is these respondents who ment:i.on moj:e 

services and increased spending, as is shown in Tab1.e 7-24.  

- ~ - 1 - 1 _  -_-- --_. ___ - x_ _I-_ __ ___ ____ -- 
TABLE 7 - 2 4  

CITIZEN-LEADERS WHO ARE AWARE OF THE CITY'S ECONOMIC AND SOCIN, PKOI3LEIIS 
ARE MORE LIKELY TO wmr TO INCREASE CITY EXPENDITURES 

THAN THOSE LEADERS FJIIO ARE UNAWARE 

Social and Economic 
Problem Awar ene s s --- ----------__ 

- Position on Spending Less: Ye S No 
Yes, let's cut 11 33% 20 617! 
No, we can't spend less 

Total 33 100% 33 100% 
No. of Services for Which 
Leaders are Willing to 
%end More: 

13 39 -- 22 67 -- - 

0- 1 
2-3+ 

I Total 

10 30% 20 61% 
23 70 
33 100% 33 100% 

13 39 
-_I 7- 

The twenty-two respondents who are aware of Oakland's social 

and economic problems and reject the suggestion of spending less rep- 

resent the support nucleus for increased spending. This nucleus, 

however, starts shrinking when we discover that six leaders do not 

have financial awareness and that of the sixteen left,only fourteen 

see the connection between taxes and services, This twenty percent 

of the original sample is quite a distinguished group, They come 



froiu a variety of organizations (only f o u r  from business); half of 

them are non-residents; half have T'good" tax comprcheiisi on; about 

a third have "a great deal" of contact with City officials; almost 

al.1 of them evaluate the City as "needing improvernent"; and they 

support a greater number of tax sources than the average respondent. 

Another way t o  estimate the support nucleus is to return to 

Table 7-22. 

are aware of both dimensions of Oakland's problems as I have defined 

them.. I believe that an awareness of both dimensions by citizen- 

leaders is crucial. To have only partial or no awareness could be 

damaging to any effort by the City t o  change fiscal and expenditurc 

policies, Considering that the sample is supposedly representative 

of the higher-class, more educated, and higher occupational status 

element of Oakland, the fact that sixty-five percent of the sample 

does not have the requisite awareness is disappointing. From the 

information in Tables 7-22 and 7-24,I estimate that those who belong 

to the potential community support nucleus foz increased spending and 

Thirty-five percent of the sample of citizen-leaders 

yet have some comprehension of current fiscal conditions constitute 

twenty t o  thirty-five percent of the sample, 9 
! 

As the reader can see, the question whether leaders would 

support tax increases is difficult t o  answera 

support can only be defined in terms of specific referendums and 

It maybe that tax 

issues, Nevertheless, the composite picture I draw of Oakland lead- 

ers disturbs me, On the one hand, there is a group of business lead- 

ers who have the knowledge t o  understand the complexities of taxation 

but exhibit little social corxern and want the City to spend less, 

These leaders do not necessarily seek to minimize their o m  tax bur- 
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den, but  they a r e  n o t  overly concerned about expanding t h e  l eve l  of 

City serv ices  through increased taxation. On the other hand, another 

group of Leaders have the r e q u i s i t e  s o c i a l  concern but do n o t  under- 

stand the f i s c a l  f a c t s  of l i f e ,  These leaders  want t o  espand ser- 

v i c e s  but  do not  s u f f i c i e n t l y  appreciate  Oakland's no-money s i tua t fon ,  

I n  general ,  l eaders  evaluate  the C i  t y '  s perforIiiatLcc as i ne f f i c i cwt ,  

inadequate, and i n f e r i o r  when compared t o  i t s  iieighbors i n  the Bay 

Area. B u t  unhappiness with City Hal l  i s  n o t  necessar i ly  1.inlced t o  

an awareness of the C i t y ' s  major problems. Although the 1.eadci:s' 

t ax  comprehension and negative performance evaluations are  import- 

a n t  condi t ions f o r  t ax  support, they a r e  not  su f f i c i en t .  Unhappiness 

with Oakland's major f inanc ia l ,  s o c i a l ,  and economic problems probably 

i s  t h e  c e n t r a l  motivation for leader support. To the ex ten t  t h a t  

Oakland's e l i t e s  a r e  n o t  aware or a r e  not  s u f f i c i e n t l y  concerned with 

these severe problems, the expectation f o r  support f o r  increased taxes 

i s  considerably seduced, 
* 

Tax Preferences 

I n  t h i s  second ha l f  of the chapter,  I w i l l  d iscuss  the tax  

preferences of c i t izen- leaders ,  I f  taxes a r e  going t o  be increased, 

the next  question w i l l  be: what type  of t ax  the leaders  would prefer  

t o  pay, Scvcn s p e c i f i c  forms of revenue w i l l  be considered: 

s a l e s  tax,  ( 2 )  f e d e r a l / s t a t e  assistanc.e, ( 3 )  user charges, ( 4 )  s t a t e  

income tax  with shar ing t o  the C i t y ,  (5 )  property tax,  ( 6 )  business 

(1.) 
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l i censes ,  and (7)  payrol l  o r  municipal income tax ,  The discussion 

w i l l  begin with the. most favored revenue source9 the saZes tax,  and 

~ ~ 1 1 1  proceed i n  order of the leaders '  preferences t o  the Least Favorcd, 

t h e  municipal income tax. 

The s a 1 e s tax- - every bow s Eavor i t e  "------ 
Ci. t izen-leaders  l i k e  the s a l e s  tax, Seventy-four percent of 

them would h c r e a s e  it i f  taxes had t o  be r a i s e d  (Table 7-25}. T h i s  

support  f o r  the s a l e s  t ax  i s  n o t  surpr i s ing  because, as a general  

ruLe , upper-income, be t ter-educa ted , and higher occtipatioual s t a t u s  

c i t i z e n s  favor the s a l e s  taxa1' I n  the opinion of the rcspor~clents,  

the s a l e s  t ax  has  a l l  the v i r t u e s  of the p e r f e c t  tax, I t  i s  pa in l e s s ,  

hidden, easy t o  administer,  and above a l l ,  it i s  equi table  becausc 

everyone pays his f a i r  share ,  even the people on welfare. Leaders 

express some concern with i t s  regress'ive aspects ,  but only a few 

oppose i t  on these grounds. 

----- _- ---_+. 
TABLE 7-25 

RAISE THE SALES TAX? 

Pos i t i on '  P e r c e n t a E  Number 

Yes, everyone pays, f a i r  and equi tab le  I. 5% LO 
Yes, i f  i t  excludes n e c e s s i t i e s  8 5 
Yes, other  52 34 

No, i t ' s  regress ive  and:hurts the poor 6 4 
No, other 1 7  11 

2 
Tota l  101% 66 

CI 
3 - Don' t know 

Support f o r  the s a l e s  tax  i s  based on a wide range of opinion. 

Concern about regressiveness ,  e f f e c t  on the poor, e f f e c t  on business,  

the d e f i n i t i o n  of the tax  base, and ease of c o l l e c t i o n  a r e  a l l  expressed 



by c i t izen- leaders .  After  b r i e f l y  ind ica t ing  eac.h concern, f ri / i l . l  

conclude by showing how support f o r  the s a l e s  tax  extends t o  excise  

taxes. 

A s  I explained i n  Chapter 11, the s a l e s  tax i n  Cal j forn ia  i s  

n o t  regress iveo  However, soine leaders  bel ieve i t  i s  and cunscqucni-l.y 

r e j e c t  the s a l e s  tax 6r  defensively accept it,, 

i s  i n  the minority who reject:  it: , 

T h i s  col.lcgc cxeciLtjvc2 

Well, I am b a s i c a l l y  opposed t o  the sal-es-tax approach. I n  the 
f i r s t  place,  the sales tax  i s n ' t  a t ax  the C i t y  can control,; tlie 
S t a t e  handles it. There's a r e d i s t r i b u t i o n  tha t  goes back t o  the 
City and the County, and t h i s  i s  of course the mos t  regressive tax  
there  i s  and r e a l l y  p u t s  an unfa i r  burden on those less able  t o  pay. 

A representa t ive  of the poor c l e a r l y  s t a t e s  h i s  objection: 

It would be bad, 
1 i . t t l e  money they arc gctt . ing,  and they c a n ' t  buy a l l  tlicy 
need now, 

A l o t  of people here  c a n ' t  e a t  now f o r  the 

The fol.lowing Leaders defensively acccpt it: 

Chamber of Commerce Executive: 
f ee l ing  aga ins t  i t  (by the Chamber). Personally,  I think i t ' s  

There's always been a heavy 

more equi tab le  than the o thers ;  the s a l e s  tax  i s  al leged t o  be 
a regress ive  t ax  i n  i t s  e f f e c t ,  which I deny personally. 

0 

Business Associiation President:  Well, I think the sales tax  
h i t s  everyonets pocket f a i r l y  equally,  I t  seem t h a t  way t o  
me;  though they say i t  h i t s  the poor guy more, but  I don ' t  see 
how , e e It s t i l l  seems based on what people w i l l  buy. I f  
people w i l l  buy luxury items they pay f o r  it. 

Social  Organization President:  Everybody has t o  pay it; i t  
means t h a t  everyone i s  paying r a the r  than the property ownerD 
You read i n  magazipes and newspapers a l l  the t i m e  t h a t  say 
t h i s  i s  the t ax  off  the poor and i t  l e t s  the r i c h  off the hook, 
but  I ' m  not  t h a t  much of an economist t o  say whether t h a t ' s  
good, bad or  i nd i f f e ren t ,  

Businessmen support the s a l e s  t ax  as long a s  they are not  p u t  a t  a 

disadvantage, A s  one business assoc ia t ion  leader says: 

Wearing my merchant's h a t ,  I would be re luc tan t  to  support a 
Ci ty  sales t ax  increase if t h i s  Ci ty  was the only one i n  the 
a rea  t h a t  had the increase.  I think we'd be penalized, If 
done on a county- or state-wide bas is ,  I would personal ly  sup- 
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p o r t  it e (I 

good use . . B u t  no t  t o  i s o l a t e  Oakland a s  being the otlly 
one i n  the a rea  with an additional. tax,  

assuming t h a t  funds were needed and p u t  t o  a 

However, there  i s  some disagreement over the d e f i n i t i o n  of 

the t ax  base: 

Soc ia l  Club President :  I ' m  aga ins t  the sales tax  i f  i t ' s  un- 
l imi ted ,  They shouldn ' t  p u t  a general  s a l e s  tax  on such neces- 
s i t i e s  a s  food and medical se rv iceso  Taxes l i k e  t h i s  a r e n ' t  3. 
f a i r  tax; the poor peop1.e have t o  pay more. I t  shou1.d be on 
luxury items, l i k e  automobiles, T V ' s ,  r ad ios ,  

Merchants Association Executive: -I 

t axa t ion  i s  something t h a t  i s  equi tab le ,  l i k e  a s a l e s  tax. 
Eliniinate any type of t ax  t h a t  requires  a tax  consul-tant t o  
f i gu re  them.out, You should pay as you go. The sa l e s  tax  
accomplishes t h i s  eas i ly .  People who spend more, pay more. 
The City should t ax  serv ices  as  well a s  products. 
put  a blanket  tax  on everything and by doing t h i s  could be able  
t o  c u t  the t ax  r a t e .  Even food should be taxed except f o r  those 
people who couldn ' t  afford it. 

I ' d  say the bes t  sourcc of  
-I_Y 

They could 

I n  discussing whether food should be taxed, one club president  says: 

What's the  d i f fe rence?  Whatever they include, they include. 
L e t ' s  say a person i s  on r e l i e f .  I f  s a l e s  taxes do go on every- 
thing,  eventual ly  t h e i r  income or  r e l i e f  has t o  go a b i t  highcr 
t o  pay f o r  i t .  The r e l i e f  people w i l l  make up the difference.  

One of the v i r t u e s  which the. respondents s t r e s s ,  besides jt.s 

being f a i r  and equi tab le ,  i s  the ease with which you can increasc: 

the s a l e s  tax. 

Neighborhood Association President:  
a penny o r  two higher. 

People wouldn't h o l l e r  f o r  

Neighborhood Association President:  I t ' s  the most pa in less  way 
of r a i s i n g  revenue. 

Non-City Government Of f i c i a l :  
t ax ,  but  another penny on the sa l e s  t ax  f o r  something spec i f i c ,  
n o t  general  budget purposes, the people won't howl. 

You couldn ' t  increase the property 

And as one foe of bureaucracy p u t  i t ,  "It doesn ' t  take another bureau- 

crat  t o  go ahead and' do it ,  $' 

Because everyone pays and s ince i t ' s  small and does no t  h u r t ,  
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cit . izen-leaders be l i eve  the s a l e s  t a x  t o  be a f a i r  t a x  am? g;vc i t  

t h e i r  support. These same not ions,  mixed with a l i t t l e  moral i ty ,  

a r e  extended by the  l eade r s  i n  support of exc i se  and sumptuary taxes. 

In  add i t ion  t o  the  present  c i g a r e t t e  tax, c i t i zen - l eade r s  would Like 

more people t o  share the  burden by including 1 iquor and horseracing, 

For example, one busincssrnan who i s  upset with the welfare burden 

says 2 

Yeah, taxes on l i quor ,  c i g a r e t t e s  and horseracing. e . . I'm 
tryi .ng-to reach the  person who i s  n o t  paying taxes i n  Oakland 
e e e the  person who doesn ' t  have any money invested i n  Oakland-- 
they w i l l  have t o  pay t h e i r  sharec  

Other respondcnts, whether they use them or  n o t ,  see. l iquor  

and c i g a r e t t e s  as non-essent ia ls ,  as luxuries  f o r  which the individual  

could a f fo rd  t o  pay. There i s  no concern a.bout the possible  r eg res s ive  

aspects of these taxes,  while there  i s  concern about the s o c i a l  prob- 

lems associated with alcohol consumption, p a r t i c u l a r l y  among the few 

lower-class respondents. A PTA p res iden t  puts  i t  nicely: 

I'm f o r  the  c i g a r e t t e  and l i quor  tax, e spec ia l ly  l i quor ,  n o t  
t h a t  I ' m - - w e l l ,  I: l i k e  a dr ink once i n  a while myself; I'm n o t  
ag in '  i t .  But l i quor  c r e a t e s  s o  many problems---lack of work, 
problems t o  the  family, t h a t  takes funds from the  community-- 
t h a t  I would be f o r  increasing i t a good dea l ,  the t a x  on l iquor.  

Support f o r  exc i se  t axa t ion  i s  based on a set  of diverse  c r i t e r i a  

involving moral i ty  and r e s t r i c t e d  consumption, notions of a b i l i t y  t o  

pay and of l uxur i e s ,  and simply as a revenue-seeking device t o  "get 

the  consumer," Taxes on consumption, such as sales and excise taxes ,  

are popular among c i t i zen - l eade r s  because these taxes give the, i l l u s i o n  

of equi ty ,  

t o  spread i t  f a i rby ,  

be l i eve  t h a t  they are doing both, 

Ce r t a in ly  leaders  want t o  spread the  burden, bu t  they want 

Support f o r  consumption taxes allows l eade r s  t o  
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Should the  C i ty  rely on S t a t e  and f e d e r a l  agencies I f o r  f i n a n c i a l  "---- ..-- 
S U R R O r t ?  

The respondents'  views on intergovernmental f i s c a l  r e l a t i  0 l l r i  

g ive a p e r f e c t  example of the  d e s i r e  t o  have one's cake and ea t  i.t 

too. A composite p i c t u r e  runs l i k e  t.his: We cannot -- relx on b i g  

government; we have t o  be .independent and maintain our own preferences, 

On the  o the r  hand, everyone's g e t t i n g  money from them and we have as 

many problems. We have t o  g e t  our  f a i r  share  too as long as the re  

are  n o t  too many s t r i n g s .  So i n  p r i n c i p l e  I ' m  aga ins t  it. I bel.icvc. 

i n  a s t rong  l o c a l  government, B u t  of course i n  p rac t i ce  we have no 

choice,  The actual breakdown i s  shown i n  Table 7-26. 

-.----__--- -. -------I___.._._---___- ___I___.-- --- 
7- -- 

TABLE 7-26 

RELIAECE ON FEDEKAL/STATE FISCAL A I D  --- - ---- -_I_--_  ̂

Posi t ion:  Percentage Number 

Yes, l e t ' s  g e t  our f a i r  share  13% 8 
Yes, they have t o  f o r  some problems 22 14 
Yes, b u t  with minimal s t r i n g s  and 

maintenance of l o c a l  preferences 8 5 
Yes, bu t  i n  p r i n c i p l e  they should n o t  11 7 
Yes, o the r  19 1 2  
No, f e a r  of "outside" con t ro l  1 7  11 
N o ,  o the r  

To ta l  
11 

101% 
_I_ 

7 
6 4  
- 

I --- -- -&- .- -I -.- --__- 
Respondents who re jec t  f e d e r a l  a i d  a r e  less than one-third of the  

sample,  They e x h i b i t  a s l i g h t  i deo log ica l  hangover when answer?-ng 

the  quest ion,  "Should the  C i ty  r e l y  on S t a t e  and f ede ra l  agencies f o r  

f i n a n c i a l  support?": 

Real Estate Association President:  A l l  of t h a t  i s  more f e d e r a l  
control .  Tha t ' s  c l o s e r  t o  socialism. We got along f i n e  without 
i t ,  bu t  we are so  c l o s e  t o  i t  now i t ' s  hard t o  combat. The same 
goes f o r  t he  S t a t e ;  the  more power i n  the c e n t r a l  form of govern- 
ment, the  closer t o  socialism. 
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Neighborhood Association President:  I would l i k e  t o  destroy 
t h e  bureaucracy a s  such, I ' d  like t o  pu t  everythLng back t o  
the  l e v e l  of the coiiunon man, t o  run things with grass-roots  
groups. I wish the  f e d e r a l  government would g e t  cornpIcte1-y 
ou t  of the C i ty  and S t a t e  governments. 

*------ 

Many of the  respondents view the f e d e r a l  l e v e l  a s  the goveriinicnt, 

bu t  i n  so  doing, they a l s o  express a f e a r  02 c e n t r a l  governimnt, 

p a r t i c u l a r l y  of cen.t.ra1 government control:  

Soc ia l  Organization President:  The S t a t e ,  yes;  the f e d e r a l  gov.. 
ernment, n o t  a t  a l l ,  Don't l i k e  t o  see the government i n  City 
business  e 

- I- 

Service Organization Vice-President: Your f ede ra l  government 
has grown so  l a r g e  g a t  i t ' s  become top-heavy, and now some of 
t hese  moneys should go back t o  the c i t i e s  OT t o  the  s ta tes  i f  
f o r  no other  reason than t o  g e t  away from the p o l i t i c a l  pressure 
t h i s  money always gives the pa r ty  i n  power t o  use . . e I t  gives  
too much power t o  the f ede ra l  government, a l l  t h i s  money. 

-I 

ServiceO*gan%zation 1___1- President:  
Absoluiely not. 

Negative, negak-ive, neg:it ive ,  no! 
I think t h a t  t h i s  has become a problem with a l l .  

c i t y  governments-- t h a t  t hey ' r e  becoming more and more dependcnt 
on outs jde support t o  take care  of t h e i r  a c t j v i t i e c ,  ant1 a13 tha t  
means i s  t h a t  you r e l inqu i sh  more of your o m  domaino I f  you 
take money from the  S t a t e  or f e d e r a l  government, t hey ' r e  going 
t o  want t o  con t ro l  what you do with the  funds. 

A s  we move t o  those favoring f e d e r a l  and S t a t e  a i d ,  t he  re- 

sponses become more pragmatic, with less worry about con t ro l  an6 more 

concern with problems and f i s ca l  solut ions.  

i s  t y p i c a l  of t he  t r a n s i t i o n a l  statement where p r i n c i p l e  and p r a c t i c e  

The following statement 

are commingled: 

Soc ia l  Organization President:  
favor  of t ha t .  Under the  e x i s t i n g  circumstances you almost 
have to. 
o f f i c i a l s  would be c r i t i c i z e d  i f  they d i d n ' t  go a f t e r  the  money. 
I t ' s  a f a c t  of l i f e  and you've g o t  t o  l i v e  with it, But i n  
p r inc ip l e ,  I P m  opposed t o  higher governments re turning money. 
It j u s t  r e s u l t s  i n  g r e a t e r  and g r e a t e r  governmental con t ro l ,  

Generally speaking I'm n o t  i n  

The f e d e r a l  government has a giveaway plan and City 



Here i s  a respondent who has made the t r a n s i t i o n :  

Service Organization President:  Well, I have no object ion t o  
i t - - a n d F t h i n k  t h a t  the f e a r s  of bureaucrat ic  control  of 1 oca1 
things are highly overrated.  That doesn ' t  happen a t  a31 . . . 
Fundamentally, i f  you look a t  i t ,  you r a i s e  thc  money d ~ c r e   yo:^ 
can g e t  i t ,  and you spend i t  where i t ' s  needed. 

There i s  a l s o  an acceptance of the iiitergovei-nmciital f i s c a l  s t a t u s  

quo: 

Chamber of Commerce Of f i c i a l :  I think t h a t  now t h a t  the  eggs 
have been p r e t t y  w e l l  scrambled, no one w i l l  unscramb1.e than. 

-- 

Some respondents s i n g l e  o u t  problems which they be l i eve  t o  

be of n a t i o n a l  s ign i f i cance ,  o r  a l o c a l  neGd which i s  no t  being s a t i s - .  

f i e d ,  as a means of r a t i o n a l i z i n g  the acceptance of f ede ra l  funds: 

Chamber of Commerce Board Member: A s  dis tas teZu1 as i t  i s  f o r  
me--recognizing t h a t  the  t a x  loah r j g h t  now j s  way beyond what 
t he  average taxpayer should have t o  assume--it's perhaps a r j g h t -  
f u l  thing t h a t  a l a rge r  proportion of taxes col lected by the 
f e d e r a l  government should be returiied t o  Ca l i io rn i a  €or  problems 
i n  t h i s  a r ea  e . no t  j u s t  f o r  the b r i cks  and rnorLar buL ior 
the  r e h a b i l i t a t i o n  of the human element, too. 

-- 

Another business respondent would use f ede ra l  funds s e l ec t ive ly .  Me 

does n o t  l i k e  the  poverty program bu t  bel ieves  t h a t  r e t r a i n i n g  i s  

e s s e n t i a l  i n  "depressed areas" l i k e  Oakland, and any " C i t y  sponsored 

func t ion  such as the  h o t e l  complex, i f  they can g e t  f ede ra l  funds t o  

bu i ld  i t ,  i s  okay." 

Other respondents want t o  make su re  Oakland g e t s  i t s  share: 

Civic  Leader: There are f e d e r a l  funds ava i l ab le  and we should 
take advantage of such o f f e r s .  I f  o the r  c i t i es  are on the  grab, 
we should g e t  our share. 
while,  n o t  t o  j u s t  ge t ,  

Of course, I mean f o r  anything worth-. 

Neighborhood Association President:  
i t ,  why shouldn ' t  we?  
on pr inciple .  

If other c i t i e s  are  g e t t i n g  
I don ' t  think we're rugged enough t o  stand 

Although the re  may be a few holdouts f o r  independent home r u l e ,  

our Oakland middle-class, mostly Republican sample bel ieves  t h a t  t o  
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s ome 

A s  a 

e x t e n t  Oakland has t o  r e l y  on outs ide funds. 

church o f i i c i a l  puts  it: 

It i s  accepted. 

Oakland . . g e t s  mi l l ions  and mi l l ions  from the federa l  govern- 
ment. This ge t s  down t o  the whole idea of federa l  spewling, 
whether you bel ieve i n  i t  f a c t u a l l y  or  as a matter of p r i i x i p l e ,  
We've come t o  a point  where f ede ra l  money does fill c e r t a i n  gaps, 
i t ' s  accepted, 

Another ind ica t ion  t h a t  f ede ra l  and S t a t e  subventions are accepted i s  

t h a t  of those twenty-eight respondents who were asked whether Oaklazid 

should be aggressive i n  g e t t i n g  outs ide f u i ~ l s ,  ninety percent answer 

yes o r  f e e l  t h a t  Oakland i s  already aggressive. The feeli.ng is t h a t  

the Mayor and City Manager a r e  a l e r t  t o  these opportuni t ies  and t h a t  

Oakland should g e t  a l l  t h a t  i t  can: 

Labor Of f i c i a l :  They're p r e t t y  successful  a t  it. They make 
p o l i t i c a l  speeches aga ins t  i t  when they ' re  running, b u t  when 
they g e t  i n  o f f i c e  they t r y  t o  g e t  t h e i r  f ingers  i n  t.he pic. 
as soon a s  possible.  The l a s t  mayor, the one who i s  now i n  
j a i l ,  ran  h i s  campaign on "Give the government back t o  the 
l o c a l  people , '?  b u t  before he was even i n s t a l l e d  i n  o f f i ce ,  and 
before  Congress had enacted those Demonstration C i t i e s  b i l l s ,  
he f lew t o  Washington t o  g e t  some. 

A neighborhood assoc ia t ion  president  s u m a r i z e s  t h i s  sec t ion  f o r  us: 

I think Oakland has been very aggressive. 
Oakland would have sunk r i g h t  i n t o  the Bay. 

Wj. thout federa l  funds, 

Should you pay f o r  what you use? 

Cit izen-leaders  bel ieve t h a t  a person who uses City serv ices  

should pay f o r  them. Seventy-one percent of the leaders  favor increas-  

ing user charges and fees .  

ing how f a r  the City can go i n  extending t h i s  comiercial procedure. 

A s  a matter of p r inc ip l e ,  leaders  support the conc,ept of user charges, 

The problem with user charges i s  determin- 

but  leaders  circuniscribe i t s  appl ica t ion  when considering an ac tua l  

charge. The City i s  ab le  t o  use these fees  and charges hecause 



c i t i z e n - l e a d e r s  a r e  no t  aware of thein; user charges a r e  hjddcn, 

Once user charges a r e  defined to  the respondent i.11 the int-ei-- 

view, they e l i c i t  favorable responses. I n t u i t i v e l y  i t  seems f a i r  t o  

the leader  t h a t  a person should pay f o r  what he uses. However, aFter  

a few moments of r e f l e c t i o n ,  Fany respondents w i l l  s t a r t  to  dif lerei i -  

t i a te  between c l i e n t e l e  and service.  Increasing a p a r t i c u l a r  charge 

depenc's on who uses i t ,  and whether he can a f ford  t o  pay more; it. 3.1~0 

depends on the type of se rv ice- - i s  i t  a luxury that: has a p r iva t e  coin- 

p e t i t o r  l i k e  a golf  course? Sometimes the same person f e e l s  tha t  the 

City should recover i t s  cos t s  but n o t  charge excessively t o  c u t  down 

usage by the poor o r  chi ldren.  Roughly about one-third of the 1cadar.s 

unequivocally support r a i s i n g  user charges, \&%le another t h i r d  qua l i fy  

t h e i r  answer by the p a r t i c u l a r  charge and a . f i n a l  t h i rd  a r e  d e f i n i t e l y  

aga ins t  such charges (Table 7-27) .  

TABLE 7-27 

INCREASE USER CHARGES? 

Pos i t ion  

1. Yes, should pay f o r  what you use  
2. Y e s ,  i t  should pay f o r  i t s e l f  
3. 
4. 

5. Yes; other  
6, No, i t ' s  double taxa t ion  
7. No, discourages use  of f a c i l i t y  
8. No; other 

Yes, ,only i f  the people can a f ford  t o  pay 
Yes;for some charges and not  f o r  o thers  

(combination of 2 and 3 )  

Tota l  

Percentage Number 
I__ 

17% 
12 
12 
15 

14 
8 
8 
14 
100% 
- 

11 
8 
8 
10 

9 
5 
5 
9 

6 5  
- 

"To pay f o r  what you use" sometimes involves the b e n e f i t  

p r inc ip le ;  f o r  example, a s o c i a l  c lub president  i s  qu i t e  e x p l i c i t  

i n  t h i s  respect:  "Where it  i s  t o  the. b e n e f i t  of the individual ,  I 

think he should pay the c o s t o "  Bu t  most respondents employ the 



p r i n c i p l e  imp l i c i t l y :  

Business Organization President:  Ynur d have the objection t l i r i t  
you'd have just  a few people paying taxes  f o r  the  o t l ~ c r s ,  but.  
then they ' r e  using these things. 

.-- 

Neighborhood Association President:  I f  he plays ( g o l f ) ,  he 
should pay. Yes, the user  should pay. 

--- 

Civ ic  Leader: -- I t ' s  f a i r  f o r  the  people who use things Co p3y 
f o r  them. I ' m  f o r  anything t h a t  w i l l  improve Oakland, like the  
Coliseum. It seems reasonable t h a t  they should pay €or  hat 
they use. Of courseg I f e e l  so r ry  f o r  the  people who ca i i ' t  
a f f o r d  things.  I ' d  l i k e  everyone t o  have everything they want:, 
b u t  we c a n ' t  always do t h a t .  

There i s  a l s o  concern about the se rv ice  being selZ-suppor Ling. 

It i s  i n  t h i s  category t h a t  c o s t  i s  somewhat r e l a t e d  t o  p r i c ing  po1. i~-y.  

Chamber of Commerce Board Member: I think wherever poss ib l e  p ~ o p l r  
should pay f o r  w G t  they use. That includes the park and recrea-  
t i o n a l  f a c i l i t i e s ,  and golf ing and the Coliseum Complcx. . . . 
They should go a t  the market. Why should the taxpayers subsidize 
them? Look a t  the  golf course and things l i k e  t ha t - -you ' l l  f i nd  
they charge less than they cana . . The Building Departmcnt 
should f i g u r e  o u t  what i t  c o s t s  t o  run an inspect ion,  and they 
should r e l a t e  t h a t  t o  the fees ,  

-..- - 

The p r i c e ,  however, may be more r e l a t e d  t o  what other  communities are 

charging and n o t  t o  c o s t s  a t  a l l ,  

Tribune comes c l o s e  t o  a c t u a l  City Hal l  pract ice:  

The spokesman f o r  the  Oakland 
I_- 

The 

I th ink  i t ' s  p r e t t y  l a r g e l y  dependent on how our charges i n  t h i s  
f i e l d  compare with those of neighboring communities. I f  these 
charges are  much lower than next  door, you might e a s i l y  be ab le  
t o  r,aise them,, 

usual  comment only s t r e s s e s  t h a t  the  a c t i v i t y  should pay f o r  i t s e l f :  

P ro fes s iona l  Association President:  I ' v e  always been f o r  tha t .  
For instance,  I g e t  i n f u r i a t e d  about our Park System here. I t ' s  
exce l l en t .  e e . But they ' re  always screaming f o r  more money, 
They should charge, and they'd probably even g e t  more people, 
I don ' t  think i t  f a i r  t o  say we're going t o  put  i n ,  say, a new 
bus system, t e l l  i t  t o  pay f o r  i t s e l f ,  when the Park System 
doesn ' t  have to ,  T h e r e f s  no real  reason f o r  t h i s .  It should 
pay f o r  i t s e l f ;  everything e l s e  has to. ., , Why shouldn't  
we pay 25 cen t s  t o  g e t  i n ;  i t  wouldn't h u r t  anybody, probably 
n o t  even the  poor people, They're always saying we've go t  t o  
take care of the poor people, but  these a r e n ' t  the people who 
t r i p  through the place anyway, probably, 



B u t  t o  our respondents, paying f o r  i t s e l f  o r  being self-support ing 

does n o t  mean t h a t  the charge can be used a s  a general source of 

revenue : 

Service Organization Officer:  I: think i t ' s  a l l  r i g h t ,  bu t  only 
i f  they use i t  €or iinproviizg, say, the gol€  course; i f  they used 
the green €ees f o r  keeping up the gol f  course. Only i f  i t ' s  €or  
improving the fac-i l j  t ies--(otherwise) they might be taxing cer.  
t a i n  people who use these f a c i l i t i e s  oil a regular bas i s  t o  f j -  
nance other  Ci ty  things. You'd be put t ing  a hardship on cer ta i i l  
ind iv idua ls  f o r  the b e n e f i t  of the whole. 

Not a21 charges can be self-support ing,  p a r t i c u l a r l y  when t h e  charge 

i s  f o r  something which i s  viewed a s  an e s s e n t i a l  City serv ice ,  such 

as l i b r a r y  access f o r  the young or  some serv ice  fox the poor: 

Neighborhood Association President:  
t h a t ' s  going t o  broaden a c h i l d ' s  imagination should have a charge 
t h a t  the very low income ch i ld  c a n ' t  a f fo rd ,  b u t  the golf course-v 
t h a t ' s  an expensive spo r t ,  sure.  T don ' t  think inspect ion fees  
should be increased. Here you a r e  dealing with basic  necessi.t-ies, 
something the individual  has t o  do t o  improve t h e i r  property. Fees  
shou1.d n o t  be prohibi t ive.  

I don' t think t h a t  anything 

Neighborhood Association President:  User charges. That'  s very 
good. B u t  the wealthy people a r e  most l i ke ly  to  use these things 
and they can a f f o r d  t o  pay i t ,  . . b u t  t ha t  makes i t  unl ike ly  
f o r  the poorer people t o  use these things.  
be hard on poor people e e . Shouldn't have t o  pay f o r  anything 
t o  do with education--the l i b r a r y  should be free. We need access 
t o ' a l l  those books, and the k ids  should be able t o  use i t  a l l  the 
t i m e  

User charges would 

\ 

Throughout the answers t o  the  use r  charge question, leaders  

express the f e e l i n g  t h a t  soon the government w i l l  be charging f o r  the 

a i r  we breathe. Exasperated a t  the  log ic  of user charges, a union 

o f f i c i a l  exclaims: 

. * e Then l o g i c a l l y  i t  would be f a i r  f o r  them t o  charge i f  the 
F i r e  Departnient puts ou t  a f i r e  f o r  you. 
ice t o  ca tch  a burglar--can you see a cop asking f o r  f i v e  d o l l a r s  
before he goes running a f t e r  him? 
to  give se rv ice ,  i s n ' t  i t? 

O r  if you ask the pol-  

I t ' s  What i s  goue.rnment f o r ?  

However, the same person supports r a i s i n g  building permits because 

they a r e  f o r  the  "convenience of the business." But a permit designed 



t o  keep a bui lding s a f e  "is not  a f a i r  way t o  r a i s e  money.(( 

there  i s  a c e r t a i n  amount of ambivalence i n  the ''yes" responses. 

Thus 

This i s  less  the case i n  the "no'' responses: 

-Organization Off ic ia l :  No, i t  defea ts  the purpose 
o r i g i n a l l y  intended i n  the idea of c i t y  funct ions;  i t  seems 
a dupl ica t ion  of charges and seems needless: We make the 
f a c i l i t y  a v a i l a b l e  f o r  u se  by the public;  we provide them 
and then we charge again. No, 

- Neighborhood -___I Association Chairman: They're too high nowo The 
average c i t i z e n  shouldn ' t  be double-charged. He pays taxes  and 
then he bas to  pay another f ee  e . It sliould be absorbed. 

Some object ions are ra i sed  because an increase i n  fees would c u t  

demand f o r  already under-ut i l ized f a c i l i t i e s :  

Professional  Association Presj-dent: I wouldii't be fo r  it. I f  
the C i t y  r a i s e s  t h i s ,  w e l l ,  l o t s  of groups who use things now 
wouldn't use them and the  City would lose.  

Service Club President:  Well, our f a c i l i t i e s  a r e  being used 
so  l i t t l e  now t h a t  I think we'd lose  more than we'd gain. It  
would be cheap economy. e e . We could r a i s e  Fairyland because 
i t ' s  in such demand, but  not  f a c i l i t i e s  where there  i s  no demand. 

A s  one of the more knowledgeable respondents remarks, "You c a n ' t  pay 

f o r  a park j u s t  by a user fee." I f  you commercialize it too much, i t  

i s  no longer a park. 
! 

Uthough there  a r e  i s o l a t e d  comments a s  t o  the p o t e n t i a l  

publ ic  i r r i t a t i o n  the  City might incur i f  i t  r a i s e d  charges, there  

i s  l i t t l e  awareness of what the City a c t u a l l y  charges. 

i n  answer t o  the quest ion which charges might be eliminated, most 

For example, 

leaders cannot suggest any. A few do suggest parking meters as keep- 

ing customers away from the downtown area,  while others  recognize 

meters a s  a means t o  cont ro l  parking but  f e e l  the City i s  overempha- 

s i z ing  revenue aspects:  
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It seems t o  m e  we are thinking of tneters as  a source of revenue, 
n o t  as a source of publ ic  service. I don ' t  think they slioul.cl bc 
thought of a s  revenue, 

This emphasizes another source of c i t i z e n  anhivalence--that many 

charges c a r r y  dual functi-ons; r ega rd le s s  of the l ega l  n i c e t i e s ,  B 

charge can be both a regulatory and a revenue device, 

What can we now say  t o  our quest ion,  "Should you pay f o r  

what you use?" The answer i s  "Of course, yeso t '  However, i t  i s  a 

"yes, b u t  a o r  a "yes, except . I '  The bene f i t  pi-inciplc. 

tends t o  be clouded by people 's  b e l i e f s  about f a i r n e s s ,  a b i l i t y  t o  

pay, and expectat ions concerning the  output of the p o l i t i c a l  system. 

J u s t  how commercial can the  City become? 

mercial o r  on a bus iness l ike  b a s i s  when: 

I t  cannot be e n t i r e l y  corn- 
-__( 

a )  the  charge c a r r i e s  a dual revenue and regulatory funct ibn;  

b3 the  charge i s  n o t  levied because of the  consensus t h a t  the 
se rv i ce  i s  a pub1i;c good which the p o l i t i c a l  system should 
provide €or " f ree ;  I' 

c) the  charge i s  f o r  a se rv ice  which i s  n o t  used a t  capaci ty;  

d )  t he  charge will be set so  t h a t  a l l  segments of the  popula- 
t i o n  w i l l  be a b l e  t o  a f fo rd  the  se rv ice ;  

e) the  charge w i l l  be set on the  b a s i s  of what other  communities 
',charge and n o t  on the  b a s i s  of cost  calculat ions.  

With a l l  these exceptions,  t he  C i ty  i s  a b l e  t o  employ user charges 

and fees 'because people are gene ra l ly  unaware of them, It  i s  only 

i f  t he  C i ty  makes a s p e c i f i c  charge salient t h a t  these opinions come 

! 

- 
i n t o  play. For example, suppose the C i ty  decides t h a t  t he re  should 

be a nominal entrance charge f o r  t h e  new museum, Support f o r  t h i s  

charge would then depend on whether the individual  thinks museums 

ought t o  be f r e e ,  whether he worries about poor ch i ld ren  being exclu- 

ded, and whether he has  j u s t  taken a t r i p  t o  Europe and found out  

t h a t  t he re  museums charge fees, 
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S t a t e  income t a x  with sharing t o  the City---latency j n  a t ax  preference -- I_- ---.-..-- 

C i t y  o f f i c i a l s  prefer  shar ing taxes with the S ta te ;  for .ex- 

ample, Cal i forn ia  could increase the S t a t e  income tax  and thcn d i s -  

t r i b u t e  a share  of the revenue t o  c i t i e s .  When presented with t h i s  

arrangement, c i t i z e n - l e a d e r s  a r e  s l i g h t l y  i n  favor of it. However, 

leader  opinion i n  t.his case i s  not  well  es tab l i shed  and i s  i l l u s t r a -  

t i v e  of la tency i n  a t ax  preference. 

Fif  ty - three  percent of the sample favor t h i s  arrangement, 

but  the  p o s i t i v e  responses do not  e x h i b i t  much depth o r  i n t ens i ty .  

These responses a r e  usual ly  clipped and seem t o  ind ica te  a lack of 

thought. "It would be f a i r , "  or  '!I guess our income tax i s  low now," 

or "might be l e a s t  painful"  a r e  typical- responses. Another indlcatiori  

t h a t  opinion has not  c . rystal l ized a r c  the i n d i f f e r e n t  responses: 

We wouldn't be gaining anything-robbing Peter  t o  pay Of 

course,  there  a r e  severa l  respondents who t r u l y  do not  discr iminate  

and are i n d i f f e r e n t  t o  the various tax  resources suggested i n  the 

questionnaire.  However, i n  general ,  leaders  do have t ax  preferences. 

For example, a f t e r  a s s e r t i n g  t h a t  the property tax  should be lowered 

and t h a t ,  the  s a l e s  tax  i s  preferab le ,  t h i s  i n d i f f e r e n t  respondent 

r e p l i e s  t o  the s t a t e  income t ax  question: 
i 

It doesn ' t  i n t e r e s t  me one l i t t l e  b i t .  e . . I have only four 
pockets--one i s  l a b e l l e d  Ci ty ,  one says County, and the other  
two say S t a t e  and Uncle Sam, 
a cof fee  j a r ,  and t h a t ' s  what I g e t  t o  spend f o r  myself. 
mat ter  how they s p l i t  i t  or  how they claim it ,  it  a l l  comes from 
me and I know it, 

The few pennies l e f t  over go i n t o  
No 

Some of the p o s i t i v e  responses hinge on the respnndent's 

p o s i t i v e  f ee l ings  toward income taxes i n  general ,  There a r e  comments 

l i k e  "Wellg t h a t  would not  be regressive" or  "I?m comfortable with the 

income tax,  where people do a c t u a l l y  pay according t o  ab i l i t y . "  
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The t a x  assoc ia t ion  respondent i s  more posj  t i v e  than the othcr leadcis: 

I would say th? t would, by a l l  means, be the best- way 0.C do.i..r-i=, 
it. In  f a c t ,  I ' l l  car ry  i t  fu r the r  and say t h a t  thcre  s l ~ o ~ l c t  
be one t a x  at: the  f ede ra l  l e v e l  and they should apportiou i t  
out  t o  the State  and then down t o  the c i t ies ,  

Ci t izen-leaders  would r a t h e r  have State  a i d  than S t a t e  shar- 

ing. Most of the negat ive comments center  around a suspicion t h a t  

not  much money would come back because most of the revenue would be 

ea ten  up i n  adminis t ra t ive  cos t s ,  I n  addi t ion ,  there  i.s the f ea r  

t h a t  the S t a t e  w i l l  have g r e a t e r  cont ro l  over local. a f f a i r s ,  

Social  Organization President:  
taxing and giving i t  back. . . I am opposcd t o  th:-s f o r  tlic 
same reason I don' t l i k e  the federa l  government levyiiig a t ax  
and then re turn ing  it. One reason i s  the grea t  administrnt%vc 
cos t  i n  the handling t h a t  ensues. Someone i n  Saci:aimnto would 
be able  to  decide what Oakland needed and Oakland might n o t  be 
ab le  t o  g e t  funds f o r  what they real'ly needed---like a l i b r a r y 9  
f o r  example. 

I am not  i n  favor of the S ta t e  

I f  ever a S t a t e  incorne tax  sharing arrangement became a r e a l i t y ,  then 

one would expect t h a t  f e a r s  of S t a t e  cont ro l  or p o s i t i v e  f ee l ings  

toward progressive taxes  and a broadening of the tax  base might come 

i n t o  play, For the present ,  it would be more conservative t o  i n t e r -  

p r e t  these responses as an example of l a t e n t  opinions and not  as a 

s ign  of confirmation one way or  the o t k r r .  
! 
L 

The property tax--how bad i s  it? 

The main poin t  of t h i s  sec t ion  i s  t o  take except%on t o  the 

preva i l ing  wisdom t h a t  the property tax has had i t  and t h a t  i t  cannot 

. be ra i sed .  After  s e t t i n g  the pess imis t ic  context f o r  the tax,  I w i l l  

i n d i c a t e  t h a t  the t ax ' s  a t t e n t i v e  publ ic  o r  consti tuency is  frngmcnted. 

Then we w i l l  consider c i t izen- leaders '  pos i t ions  on increasing the tax. 

S l i g h t l y  l e s s  than ha l f  of the leaders  conceivably would s ~ p p o x t  - an 
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increase under the proper condi t ions of j u s t i f i c a t i o n .  I n  my view, 

a c r i t i c a l  l i m i t a t i o n  on a property tax i t lcmase i s  t h a t  Ci ty  ofiicia7.s 

bel ieve the t ax  cannot be ra i sed ,  

Mien asked i f  property taxes should be raised,  a few respond- 

en t s  answer: 

Social  Club Leader: I think there  would  be a revol t ;  the tax- 
payers would revol t .  
-_l--v-_l- 

---- Tax Association President:  
an o u t r i g h t  Boston Tea Party r e b e l l i o n  around here, 

1 think they'd possibly have a s t r ike- - .  

Chaniber of Commerce II Off i c i a l :  The p o t e n t i a l  e . i s  as h i @  
as they can co l l ec t .  Much gigher and  y o u ' l l  ge t  a tax  r e v o l t  
where thousands of people won't pay t h e i r  taxes. e * . It reaches 
the  point  where it. becomes confiscatory,  

Professional  Association Pres?dcnt: You see, i t ' s  jmposs?.bl.c. 
t o  r a i s e  the property tax anymore, 
m i t  i t ,  The c i t i z e n s  a r e  up i n  arms now. 

-1- 

The pol- i t ic ians  won't per- 
- 

Is i t  r e a l l y  t h i s  bad? J u s t  how c lose  a re  we t o  a taxpayers' 

r e b e l l i o n ?  How accurate  i s  the C i t y  Manager's perception t h a t  the 

property tax  r a t e  cannot be ra i sed?  There i s  no doubt t h a t  through- 

out  the interviews there  i s  a general  negative fee l ing  towards the 

property tax. A cornmon opening remark t o  the question, "If the 
8 

City  needs money, where should they g e t  i t?" i s  "Not from the prop- 

e r t y  tax." 

i s  a surrogate  f o r  unhappiness about the business enviroiiment, the 

f a c t  t h a t  a g r e a t  dea l  of land has been taken of f  the t ax  r o l l s ,  

Sometimes half  i n  jes t  o r  se r ious ly  intended, t h i s  remark 
I 

and t h a t  even though the tax r a t e  may have been s tab le ,  assessments 

have been increasing, 

Property t a x  payers are by no means a uniform group with a 

s ing le ,  c l e a r  posi t ion,  A s  one respondent p u t s  it: 

Well, when they say property owners a r e  unfa i r ly  burdened, it i s  
and i t  i s n ' t  t rue .  
a r e ,  Apartment owners g e t  i t  back by r a i s ing  t h e i r  r en t s ,  

It depends on what type of property owner you 



B u t  OUT respondents who a r e  apartment house owners a r e  quick t o  point  

ou t  t h a t  i t  i s  d i f f i c u l t  t o  pass on increased taxes bccause of the 

high vacancy r a t e  i n  Oakland, O r  because business i s  so bad "LIE 

poor l i t t l e  merchant" cannot absorb an increase i n  h i s  r e n t  due t o  

a tax  increase.  Similar ly ,  the s ing le  residence O ~ C T  does not  have 

the same point  of view a s  the la rge  industry,  Nor do a l l  businesses 

have equal burdens with respec t  t o  the property t ax  on t h e i r  fnven- 

to r i e s .  

The consti tuency f o r  the t ax  i s  n o t  defined so le ly  by the 

payers; i t  a l so  includes the users I  A se rv ice  organizat ion pres i -  

dent expresses the lack of cont ro l  by the payer: 

I f e e l  t h a t  i t ' s  unfa i r  t o  the propcrty ownex- t o  be cons tan t ly  
given the r e s p o n s i b i l i t y  01 suppor t i ug  the sJF,ole. me t r o p l i t a n  
area.  I t ' s  got  t o  be made a l i t t l e  more equitable.  , . 1 
agree t h a t  the property owner i s  the one t h a t  b e n e f i t s  from 
City endeavors Li.ke pol ice  and f i r e  protect ion,  b u t  a t  the same 
time we're g e t t i n g  more a reas  which a r c  federal  and State. a reas  
and which a r e  n o t  tax-paying areas ,  
spending but  they don ' t  pay. , . . Here, a l l  r e g i s t e r e d  v o t e r s  
can vote on school bonds. 
too much of t h i s  a b i l i t y  t o  vote  l ev ie s  aga ins t  the property 
owners by people wlio have none of t h e i r  own or who .are a c t u a l l y  
l i v i n g  on f ede ra l  or S t a t e  land. 

They have a say i n  the 

The fact  i s  t h a t  you a r e  g e t t i n g  

To confound matters, over one hundred d i f f e r e n t  governmental agencies 

and d i s t r i c t s  i n  Alameda County levy and use  the tax. One downtown 

r e a l  e s t a t e  man, who objec ts  t o  r a i s i n g  the property t ax  because i t  

-is too high now, says: 

Now there  a r e  a11 s o r t s  of d i s t r i c t s  . . There's the county 
tax ,  the uni f ied  school d i s t r i c t  tax ,  the junior  co l lege  school 
tax, the school f o r  i n s t i t u t i o n a l i z e d  pupi ls  tax,  the a i r  pollu- 
t i o n  tax,  the mosquito abatement tax,  the Bay Area Rapit  T r a n s i t  
t ax ,  the East Bay Regional Parks tax,  the East Bay Water tax,  
the East Bay b l  tax,  and l o t s  more. They're a l l  property taxes;  
so when you're ta lk ing  about a property tax ,  there  i s n ' t  such a 
thing a s  a Ci ty  property tax. 
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Considering t h a t  the' Ci ty  of Oaklnnd has  of ten  had the hi.gl,,*si- 

property t ax  r a t e  i n  the S t a t e  during the p a s t  decade, and in view of 

the confusion which e x i s t s  over a m u l t i p l i c i t y  of governiimits as  ~ 1 . 1 -  

a s  recent  t ax  assessment scandals,  i t  i s  surpr i s ing  t o  f jnd  tha t  the 

sample does not  conpletely r e j e c t  the property tax  as  a poss%blc 

source of revenue. I n  f a c t ,  t he  sample s p l i t s  roughly i n  h a l f ,  

TABLE 7-28 

RAISE THE PROPERTY TAX? 

P o s i t i o n  ,Number 
-_I_ 

Per ce n t a E  
-_I 

Raise -- unqual i f ied 15% 10 
Might r a i s e  -- support requires  

No r a i s e ,  ever 
Lower now 

j u s t i f i c a t i o n  

Total  

32 
35 
18 

100% 
I_. 

2 1  
2 3  
12 
6G 
-. 

The f i f t e e n  percent i n  the "Raise---unqualiEied" category who say 

"It would be a l l  r i g h t  with me" a r e  not o f t e n  c l ea r  a s  t o  why. The 

group contains  a diverse  s e t  of respondents: 

p r e f e r s  the property t ax  over a sales tax; a small-business owner 

with the same preference; and PTR members who f e e l  they have no a l t -  

ernative,. a t  least  f o r  schools. 

a labor of f ic ia l .  who 
I 

This group a l s o  i n  par t  r e f l e c t s  

ind i f fe rence  o r  a n e u t r a l  i n t e n s i t y  towards the property tax. One 

PTA pres ident  who s a i d , , " T e l l  them you found a nut  who has no com- 

p l a i n t s  t o  make," represents  t h i s  viewpoint. 

We have a g r e a t  hue and cry  t o  r e l i e v e  the  property owners, and 
I think t h i s  i s  so  much--what word s h a l l  I use t h a t  you can p r i n t ?  
--eyewash. You know, e ,, I f e e l  t h a t  if I am re l ieved  of $1.00 
of my tax  when I pay the property tax  1'11 j u s t  pay f o r  i t  another 
way 

Leaders Zn the  "might r a i se"  category a r e  not  a t  a l l  i n d i f i c r -  

en t ,  They f ind  i t  unreasonable t o  t a l k  about r a i s ing  any t ax  without 



knowing what i o r ,  f o r  what purpose. These respondents ctnplwsi T I C P ~ ;  ----. 

and are usua l ly  among the  civic-minded. They a rc  wi l l i ng  t o  pay morc 

only i f  the  need i s  explained and j u s t i f i e d  t o  them. 

Chamber of Commerce O f f i c i a l  and I n d u s t r i a l i s t :  Well, i f  t h i s  
(a property tax r a i s e )  i s  needed t o  prcscrvc the values  t h a t  
now exis t  and t o  he lp  t r i g g e r  a much b e t t e r  redevelopment and 
r e h a b i l i t a t i o n  program, then we would have t o  accept j t  as a 
needed cos t .  I d o n ' t  be l i eve  e e t h a t  we should  be s i t t i n g  
on our hands, 

._II_--.-- 

Downtopm Business Association Executive: We' re no t  anxious t.o 
see  property taxes  increase,  and there  would have t o  be a. very 
good reason f o r  i t  t o  g a i n  our support. Like everyoilc e?se,  
we'd l i k e  t o  see a reduct ion,  but  we know i t ' s  no t  always Eeas-. 
i b l e  e . I ' d  l i k e  t o  see  taxes lowered. But i f  a r a j s c  j s  
necessary and the re  a r e  good and v a l i d  reasons f o r  an increase,  
we might go f o r  t h a t ,  

l_-l_--~ll.-...-l-llIÎ -.. 

Soc ia l  Club President:  I_-..-- The property owners, now . they're 
taxed over and over,  and y e t  we do need schools,  we do need 
things,  

- Neighborhood>rovement Association Off icer :  . . we had two 
meetings of the  Board a e and we disc-ussed the property t ax .  
I advocate i t  and seve ra l  o t h e r s  e e . are  i n  favor of high 
property taxes--but n o t  extremely high, W e  need b e t t e r  schools 
e e . and we t h ink  e e education and welfare i s  a necessi ty .  . . e I f  t hey ' r e  showing us j u s t  reason, we might even con- 
s i d e r  them r a i s i n g  i t  f i v e  cents or  even f i v e  do l l a r s .  B u t  we 
want t o  know. 

Service Club President :  My answer would have t o  be based on 
t h e  need. For what purpose i s ' i t ?  I f  i t ' s  necessary, I f  I 
f e e l  t h a t  we g e t  value i n  r e t u r n  f o r  what we spend and i f  we 
have a good adminis t ra t ion  spending it. 

Soc ia l  Club President:  I might be a d i f f e r e n t  kind of beast--- 
I h a t e  t o  pay taxes ,  bu t  I r e a l i z e  the  government has t o  operate  
the  same as I do, I f  t he  t a x  r a t e  on my home goes up, i t  goes 
U P  

I 

Sometimes t h e  r e p u t a t i o n  of the  C i t y  can be a f a c t o r  i n  property t a x  

support. As one co l l ege  execut ive puts  it: 
,. 

The property tax rate? 
money, and I have the  f e e l i n g  t h a t  the C i ty  a c t u a l l y  handles i t  
q u i t e  w e l l .  e ,, a We r e a l l y  g e t  a good bargain i n  the City oper- 
a t ion .  e a e And I h a v e n f t  seen any evidence of a s p e n d t h r i f t  
a t t i t u d e  of t h e  C i ty  o f f i c i a l s  i n  Oakland e i t h e r .  

Depends e n t i r e l y  on how they handle their  
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Later ,  w h e n  I summarize c i t i z e n - l e a d e r s '  p o s i t  ions  01-1 I ' C V C ' I ~ U C  

sources (see Table 7-31, p. 313), the "might r a i s e "  category i s  clas5.- 

i f i e d  as a p o s i t i v e  response. 

most of these respondents i n  the  "no" category, but t h i s  would bc> ni5- 

leading a s  these respondents may n o t  l j k e  the  property t ax  but  they do 

provide a p o t e n t i a l  source of support f o r  a r a i s e  i f  the City properly 

j u s t i f i e d  it. 

A simple yes-and-no coding w u l d  p l a c c  

The "no raise" and "lower now" ca t egor i e s  de f in i  t e l y  a r e  ag<tiixs t 

the  tax. They d i f f e r  only i n  the  degree t h a t  the  "lower now" catcgclry 

woulcl a c t u a l l y  support  a c u t  i n  the  r a t e .  

_L_- Business Organization Director :  
110 need f o r  it: 

I wou1.d definitc1.y th ink  there '  s 
We're highly overtaxed a s  i t  is. I l ived  j i i  - .  

San Francisco u n t i l  two years  ago, and the r a t e  i s  lower than 
here.  This i s  r e a l l y  high here. I t  seems as though cvcry time 
we need a d d i t i o n a l  money, they run t o  the  property tax; i t  goes 
up and up. I d e f i n i t e l y  would be againr,t t h i s ,  

The respondent goes on t o  say he would support  lowering i t ,  bu t  "I'm 

n o t  so  naive as t o  be l i eve  t h a t  i f  you c u t  i t  out; i l l  one p1ac.e you 

don ' t  need t o  g e t  i t  from another." The person who wants t o  main- 

t a i n  the  property t a x  a s  i t  i s  s t a t e s :  

- Merchants Association President :  
t h a t  i t  has been r a i sed  up  t o  i t s  peak already . . . I t ' s  high 
now, bu t  I d o n ' t  think I ' d  r e a l l y  c u t  i t .  I t ' s  a l ready hard 
f o r  the  City t o  operate  with the  funds i t  has,  but  I sure 
wouldn't ra i se  it. 

The  conseiisus of opinion i s  

Although the re  is a g r e a t  dea l  of complaining about: t he  

property tax, t he re  i s  a l s o  a g r e a t  dea l  of realism i n  accepting i t s  

burden, No doubt t he re  would be r e s i s t a n c e  t o  r a i s i n g  it ,  b u t  i t  i s  

probably erroneous t o  assume t h a t  i t  cannot be raised. Under the  

proper condi t ions of j u s t i f i c a t i o n ,  where a raise could be t i e d  t o  

s p e c i f i c  s e rv i ces ,  a property tax increase might be p o l i t i c a l l y  feas-  

i b l e ,  A c o a l i t i o n  between l eade r s  who are wi l l i ng  t o  pay more t.axes 

and poor peop1.c who a r e  n o t  s o  w i l l i n g  i s  not  a s  remote a p o s s i b i l i t y  



a s  i t  sounds.'-' 

f r a i n  which has been ignored over t he  years  by l o c a l  govcritiiicrits when 

they have needed revenue. 

e r t y  t ax ,  bu t  no one knows beforehand where t h a t  limit is ,  

That property taxes  cannot be r a i sed  i s  ai1 o l d  rc- 

Indeed, t h e r e  may be a l i m i t  t o  the prop- 

A s  a b o w -  

ledgeable tax a s s o c i a t i o n  executive sees  it: 

I ' m  one of t he  worst prognost icators  because I thought f i S t e . c n  
years  ago t h a t  t he  property tax had reached i t s  zeni th  and coul.c?ii't 
t o  higher ,  bu t  I ' v e  turned o u t  t o  be q u i t e  wrongo Thc trend i v  
C a l i f o r n i a  seems t o  be t h a t  the  property t a x  payer i s  p r e t t y  well 
burdened with the  c o s t  of government, 

However, C i ty  Hal l  o f f i c i a l s ,  l i k e  the  City Manager, share  

with some c i t i zen - l eade r s  the same pessimistic viewpoint on the feas- 

i b i l i t y  of a property tax increase.  I n  Table 7-29 we see t h a t  r e l a -  

t i v e l y  more l eade r s  who have con tac t  with the C i ty  Manager a r e  aga jns t  

a property t a x  increase than l eade r s  who have con tac t  with other  C i ty  

o f f i c i a l s ,  A s  we s a w  i n  Chapter I11 the'Manager i S  t ry ing  t o  stabj.Lize 

o r - lower  the  property t a x  rate. A s  long as such agreement exis ts ,  the 

formation of a c o a l i t i o n  t o  r a i s e  property taxes i s  unlikely.  

CITIZEN-LEADERS WHO MENTION CONTACT WITH THE C I T Y  MANAGER 

HOLD A NEGATIVE PROPERTY TAX POSITION I 

I 

c 

31 
Contact With: 

Property Tax P o s i t i o n  C i ty  Manager Mayor/Council II_ Depts,/Commissions _I 

P o s i t i v e  
Negative 

3 14 
10 19 

20 
22 

Don't do anything t o  h u r t  business 

Leaders d e f i n i t e l y  f e e l  t h a t  somehow the  welfare of Oakland i s  

l inked t o  the welfare of businessa I n  response t o  t h e  question, 

"Shoul-d Oakland raise i t s  business l i censes?"  the typ ica l  respondent 



might say,  "I don ' t  know what a busiricss l i cense  is" 3r ''1: don ' t  

know what the charge i s  now, but  I do not  want t o  do snything tha t  

might h u r t  business. 

cent  of the c i t izen- leaders  e i t h e r  a r e  aga ins t  raisj .ng buslncss li- 

A s  can be seen i n  Table 7-30, s ixty-nine ~ P J : -  

censes or  do not  know sdiat a business l icense  is. Only thirty-one 

percent of the respondents are i n  favor of r a l s ing  business licenses. 

Pos i t ion 

Yes 
No, i t  w i l l  h u r t  busicess 
No, other  
Don't know what they a r e  
Depends 

Total  

Number -.-- Percentage 
7- 

3 1% 20 
28 18 
20 13 
14 9 

4 
9 9% 64 

u 
6 

---I-____.__---- --- - -_-.---_ - -_I_- 

It i s  not  just  businessmen who want to  avoid increasing t h e i r  

cos t s  of operation; i n  f a c t ,  there  i s  no r e l a t i o n  between 0rgnnj.m- 

tiona.1 a f f i l i a t i o n  and pos i t ion  on the business l icense  increase.  

Businessmen a r e  more l i k e l y  t o  know what the l icense  is. Some a r e  
8 

inc l ined  t o  view i t  a s  a t r i v i a l  cos t  of operaLion; o thers  a r e  aga ins t  

i t  because they do n o t ' s e e  the business l i cense  as a s i g n i f i c a n t  

source of revenue, while s t i l l  o thers  a r e  i n  favor of a r a i s e  f o r  

some businesses and n o t  f o r  others.  A Chamber of Commerce o r  t ax  

a s s o c i a t i o n  o f f i c i a l  i s  more l i k e l y  t o  view an increase p o s i t i v e l y  

i f  Oakland's charges a r e  lower than other  j u r i sd i c t ions .  Leaders 

have the  not ion t h a t  Oakland has t o  be competitive. I n  any case,  

non-business organizat ions a r e  equal ly  concerned t h a t  the City do 

nothing to  discourage business,  



Professional Association Executive: -- 
at one sim1.L segwent . . . and this segment is havii:g a hnrd 
time surviving right iiowr 
if it had to be there at all. 

No, because you're hitti.zig 

I'd put it on the bottom of the list 

---.lllll.- ye-....- 

PTA President: No, you make it too tough for business and you 
discourage them. They move down to the next town,, 

..---- 

Union Offkcial: 
be better than an increase in the sales tax. 

I don' t think it would be goocl, but it would 

N&liborhood Leader: 
and we shouldn' t do anything to prohibit tlie busiiicsscs coming 
in. I wouldnl t l%ke  to see anything that would tend to ma!:c a 
man want to go to another city to open a business. They should 
lower it rather than raise it. I'm definitely in favor of even 
giving concessions to get businesses started in Oakland. 

I think we need to attract morr business, - ..-----._.- 

It is doubtful that "Oakland would soon be a ghost towti" j.f 

business licenses were raised, as one respondent claims, But it is 

equally clear among our leaders, with or without knowledge of bus- 

iness licenses, that increases would hawe to be selective and should 

not put Oakland's businessmen at a disadvantage, 

All that glitters is not gold -- the municipal income tax 
The municipal income tax is an attractive revenue source, but 

City officials are not likely to adopt it for some time because 

citizen-leaders do not approve of it. There are more advantages to 

a municipal income tax than disadvantages. 

revenues; it is relatively easy to pay because of withholding; and 

I 

It yields very large 

both residents and non-residents pay. It does require an organization 

to administer the tax, but the costs of administration are low, usunl.ly 

two to five percent of yield.12 The equity of the tax is suhjcct to 

question because, t o  make the administration of the tax feasible, de- 

ductions and exemptions are usually not taken into account and the tax 

only applies to wages and salaries, A l l  in all, though, it is a juicy 
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source of revenue and the C i t y  of Oakland w0uI.d l i k e  t o  have j-t. 

Cal j for i i ia  ci-ty has y e t  adopted it;  Oakland i s  waitfi ig f o r  another  

c i t y  t o  hrea.k the  ice .  

No 

Only eighteen out  of s ix ty- f  ive l eaders  (twenty-.eighi: pcrcent)  

were i n  favor of the municipal income tax. Sixty-nine perccrit were 

aga ins t  it. The thought of one more income tax  form t o  f i l l  out  i s  

too much f o r  our respondents. A constant  refraj-n i s  t h a t  i t  would be 

confusing, too complex, too complicated, and too d i f f i c u l t ,  and too 

c o s t l y  t o  administer. I surmise t h a t  the ind iv idua l ' s  frustrnt5.on a t  

administering h i s  own tax  r e tu rns  i s  projected t o  the C i t y  riuinirrg 

i n t o  high adminis t ra t ive cos ts .  Of course, as I have noted, the admin- 

i s t r a t i o n  cos t s  a r e  usual ly  qu i t e  low. 

Similar ly ,  a mass exodus of workers from Oakland i s  not  a 

l i k e l y  outcome, hu t  a handful of respondents do .feel t h a t  workers 

would move or t h a t  they might commute t o  some other c i ty .  Fear of a 

workers' exodus i s  analgous t o  the common fea r  t h a t  discouraged bus- 

inesses  w i l l  move elsewhere. Indeed, i t  i s  a more general  problem of 

loca l  f inance,  which i s  not  t o  adopt a t ax  t h a t  may put the  City a t  a 

competitive disadvantage and possibly erode the tax base. Ci ty  o f f i -  

c ia ls  hope t h a t  surrounding c i t ies  w i l l  adopt the new t ax  f i r s t ,  so 

t h a t  they can do the same. A s  one of our respondents p u t  it: 

It would be a cu te  t r i c k  i f  they could g e t  away with it. 
i t i c a l l y ,  t h i s  would be the quickest  way of p o l i t i c a l  suici .de 
i n  the world. 

Pol- 

The main argument i n  favor of the tax i s  that it would g e t  

the commuters, but  pos i t ion  on the  t a x  i s  not  re la ted  t o  residency. 

Twenty-five percent of the s ix teen  non-residents a re  for the tax,  

which i s  not  much lower than t h e  t h i r t y - t h r e e  percent of the resi- 
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dents who a r e  f o r  it. 

Business Organiz~t ion--Noii-Residcnt t  l_l_l---I_ 1 think t h a t  i t  i s  j u s L  
and i t  has g rea t  merit .  Take N e w  York S t a t e ,  wh%ch i s  compar- 
ab le ,  Their s t a t e  income tax  i s  considerably more 'ihclii ours. 
They met g r e a t  r e s i s t ance ,  but  they p u t  i t  i n ;  s o  tliat a man 
l i v i n g  i n  Connecticut pays the Ne~7 York tax  on what he earns, 
Now, he earns  more because h e ' s  working i n  New Yoxk; he cciul dn' t 
earn t h a t  much i n  Connecticut, and I think i t ' s  comparable hcre ,  
I work i n  Oakland; my car  i s  on the s t r e e t s ;  the poli.ce protect 
me-- i t ' s  reasonable fo r  me t o  pay. 

---- 

Ne i g h b o r ho o d A s  s o c i 8 t 1 on- -Re s i dent : 
make t h e i r  money here,  l o t s .  People l i v i n g  i n  Walnut Creek work 
here  and then d r ive  out every night ,  
people t o  work i n  Oakland anyway. 
income tax t o  Oakland; t h a t ' s  where they make t h e i r  money. 

Why 11 o t ? Lo t s o f p e o p I. P 
- 1  ---. ?- -----(--.ll--.-.- 

They should h i r e  0akl:~iid 
Let Piedmont people pay an 

The more typ ica l  negative comments a r e  a s  follows: 

Socia l  Club President:  I think they w o u l d  have j u s t  an absolutcly 
iritolerab1.e time t ry ing  t o  administer it. We coul-d f ind  ourselves 
i n  a heavy problem; I don ' t  know t h a t  the costs of administeri.ng 
it might no t  e a t  i t  up,  

Chamber of Commerce Of f i c i a l :  It wculd be a mistake unl.ess 
San Franc';rsco had one, and San Leandro, e t c .  

I-_c_- 

Many employees 
would say, " L e t ' s  move out  of Oakland. 'i 

Business Organization President:  
tax . . . because then the people a r e  paying dual taxes; they 
a r e  paying where they l i v e  and where they work. 
and t h a t ' s  n o t  r i gh t .  8 

I don ' t  think t l iat  i s  a f a i r  

That ' s  unfa i r  

Soc ia l  c l u b  Of f i c i a l :  No, I have t o  f i l l  out  the forms. 

Service Club S e c r c t 3 :  - Very poor! I ' m  s t r i c t l y  aga ins t  t h a t ,  . e a I know a l o t  of women from out of town wlio work down i n  
Oakland, and they spend money buying c lo thes  a t  noontime, r i g h t  
downtown, . a I don' t  think the general  public would be very 
responsive t o  it, 

I f  Oakland's Ci ty  o f f i c i a l s  do not want t o  comrit "pol. i t ica1 

su ic ide ,"  they n o t  only have t o  wait  u n t i l  San Francisco passes a 

payrol l  tax,  but  they w i l l  a l s o  have t o  do considerable selljng 

among Oakland's opinion-makers, of whom we bel ieve our sample t o  be 

f a i r l y  representat ive.  Otherwise everyone may "move to  Austral ia, ' '  

which one. of our respondents thought would be the consequence of 

adopting a municipal income tax. 
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Sumxary of c i t i  Zen- le.ader tax  preferences -- 
Table 7-31 shows t h a t  c i t i z e n - l e a d e r s  prefer  t h e  s a l . ~ ~  tar- 

as a source of revenue by a s l i g h t  margin over fcrlcral and S ta t< \  a i d ,  

The myth of l oca l  independence has been submerged i n  t h e  leaders '  

recogni t ion t h a t  O a k l a d ' s  problems su rpass  Oakland' s resources. 

CITIZEN-LEADER POSITIONS ON REVENUE SOURCES -- _I- -------. .,.-"..---.. 
Would y o ~ ~  increase o r  r e l . o n  this soui-ce? 
P o s i t i v e  Nega t i v e  Don' t Know 
- 

S e c i f i c  Revenue Sources Response Response or Depends Tot-al 2 -_ -..-e- - C....--C.- -- 
Sales  Tax 73% 2 3% 3% iooy, ( N = G ~ )  
Federal /State  Assistance 72 28 -... 100 ( l W 4 )  
User Charges 7 1  29 -.. 100 (PPz65) 
S t a t e  ~ncorne f a x  with 

City sharing 5 3  39 8 100 (N766) 
Property Tax 47 53 -- 100 (M.566) 

City Payroll/Income Tax 28 69 3 100 (h745) 
Business Licenses 31 4% 20 99 (FS=:GG) 

-----II_----_--. I__-_- - -___ _I -_ - - --- -------.- .--- --- ... ---- 

Leaders want as much f ede ra l  and S t a t e  a i d  a s  the C i t y  can get. User 

charges,  as an aggregate category, have the leaders '  support, but such 

support  might crumble i n  the context  of increasing a p a r t i c u l a r  charge, 

The seventy-one percent of leaders  i n  favor of user charges probably 

ove r s t a t e s ,  or  i s  an upper l i m i t  on the support  for  such charges, 

Support fo r  State income tax with City shar ing i s  probably understated,  

because opinion on t h i s  revenue source has n o t  c rys ta l l ized .  Once 

t h i s  shar ing arrangement becomes a r e a l i s t i c  a l t e rna t ive  source of 

revenue, leader  support  would increase due t o  the favorab1.e d i s p o s i t i o n  

towards f ede ra l  and S t a t e  ass i s tance .  Genera l l .~ ,  leaders  a r e  not  i n  

favor  of increasing the  property tax ,  but  leader  support f o r  j u s t i f i e d  

increases  i s  g r e a t e r  than many Ci ty  o f f i c i a l s  real ize .  Many leaders  

do n o t  want t o  h u r t  business ,  and they do not  know about City r a t e s  



and p rac t i ce ;  consequently, leaders  a r e  r e l u c t a n t  t o  suppoit Z T ~  

across-the-board i w r e a s e  i n  business Licenses, The p a y r o l l  OY m u u i -  

c i p a l  income t ax  i s  the leaders '  l e a s t  preferred source of revcwxw 

Leader support f o r  the municipal income tax will dc.velop as o the r  

Cal i forn ia  c i t i e s  s t a r t  t o  u se  i t ;  c u r r e n t l y  tho municipal iiiconie 

tax i s  not a feasible source of revenue €or Oaklai-id o f f i . c i n l s  t.o 

pur  sue e 



Footno tcs ---- 

1. 

6, 

7, 

A word of caut ion about the t a b l e s  i s  i n  order. 
the t a b l e s  i s  t o  suggest hypothcses f o r  f u t u r e  t e s t i n g  and noi. 
t o  imply evidence of v e r i f i c a t i o n .  I have t r i e d  t o  be a s s c r t i v c  
i n  the  t i t l e s  of the  t a b l e s  and i n  the discussion t o  cormuui-cate 
with the  reader and no t  t o  claim t h a t  I a m  r i g h t .  On t h n ,  contrary,  
I would expect t h a t  with more r igorous methods than 3: u s e d ,  many 
of my t f f indings" would n o t  stand up. 
of t en  n o t  l a rge  enough t o  employ adequa t c  con t ro l s  €or exploring 
a l t e r n a t i v e  hypotheses, Some readers  may ob jec t  t o  the om? ssiori 
of s ign i f i cance  s t a t i s t i c s  from the tab]-es ,  but  s5nc.e the I n t e r -  
view data were used t o  generate  the hypotheses, T f e l t  t h a t  i t  
would be misleading t o  jnd ica t e  v e r i f i c a t i o n  by siich s ta t i s t jcs ;  
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Appendix t o  Chapter -- V I I  

Questiqnnnire fo r  Leader -- 0pj.nion ___I__ Finance ..--- Study 

1. Could you t e l l  ine something about t he  malceup of your orgoni.zation, 
who belongs, e tc , ,  and your r o l e  i n  i t? 

2. Does the organ?.zation have any v icvs  about C i ty  expenses and  reveliur.? 

3. Does tlic? organizat ion ever present  these v%ews t o  C i ty  o f f i c i a l s ?  

4. What about your own views on C i t y  expenses a.nd revenue? 

5. In what ca.tegories do you bel ieve the  City i s  spending too much? 

6 .  Where should the  C i ty  spend more t o  meet the  needs of the  comiciniitp? 

7. If the  City should have t o  spend more, where should the C i ty  
g e t  i t  ( i n  gene ra l ) ?  

8. Should they g e t  i t  by r a i s i n g  the  property t a x  r a t e ?  

9. ( I f  No, 8 i s  rlNo'l) Would you work f o r  cutti-ng the propcrty Lax r a t c s ?  

10. Shoiild they g e t  i t  by r a i s i n g  the  sales  tax?  

11. Should they g e t  i t  by r a i s i n g  the  S t a t e  income tax,  wit21 a. shax-iiig 
arrangement t o  the  City? 

12. Should they g e t  i t  by r a i s i n g  the  c o s t  of business l i censes?  

13, Should they g e t  i t  by increasing user charges? 

1 4 = >  Should they g e t  it from a municipal income tax? 

15,. What C i ty  se rv i ces  o r  f a c i l i t i e s  do you (o r  your organizat ion)  use? 
Do you pay f o r  t he  use of t hese  f a c i l i t i e s ?  

16. What other  s e rv i ces  o r  f a c i l i t i e s  might be charged €or? 

17. For what types of s e rv i ces  should the  use r s  not pay? 

18, What se rv ices  ( l i k e  f i r e  and po l i ce )  should the  C i ty  provide out  
of general  tax revenues? 

19, Should the  C i ty  r e l y  on S t a t e  and f e d e r a l  agencies f o r  f i n a n c i a l  
support? Should the  C i ty  be more agressive i n  going a f t e r  these 
funds? 

20. Should the  City c u t  ou t  any se rv ices?  

21. Do you have any f u r t h e r  suggestions f o r  improving the  C i t y ' s  
f i n a n c i a l  p i c t u r e ?  



CHAPTES VI11 

B@T,ITICS ~ POLICY I AND LOCAL RKVEXJE 

t o  extend t h i z  discussion t c  csnsider  some general  po1.i cy i.wplic.t:t.lor~s 

f o r  our  money-hungry c i t i e s .  No doubt my Oak.laiid exper%enc:e provf r - 3 ~ ~  

a c e r t a i n  o r i e n t a t i o n  t o  my opinions. 

with o f f i c i a l s  and observers of otber  c i t i e s ,  I f ind  tha t  Oaklaod ? s  

However, i-i d i s c u ~ s  i . l ) g  Oak1.2?;*d 

not  p a r t i c u l a r l y  unique i.n i t s  f i s c a l  bchavi.or. Its off ic ia l .  s, Xikc 

inany throughout the na t ion ,  bel ieve t h a t  there  are i n s u f f i c i e n t  

a v a i l a b l e  resources t o  meet t h e i r  problems, t h a t  the public.  3,s figs- 

t i l e  t o  increased l e v e l s  of governmental t axa t ion  and spending, arid 

t h a t  they have few choices l e f t  except t o  appeal,  with f u t i l e  expect- 

a t ions ,  t o  the f ede ra l  government. In shor t ,  there  i s  a f iscal .  crisi.s. 

I accept the r e a l i t y  of t h i s  crisis,  but  I maintain t h a t  locol. of;'j.- 

c i a l s ,  desp i te  the d i f f i c u l t i e s ,  mus t  accept the r e s p o n s i b i l i t y  of 

g e t t i n g  more money a s  t h e i r  ppimary objective.  The o f f i c i a l s '  hard 

choice i s  e i t h e r  g e t  more or  do l e s s ,  and our c i t i e s  cannot a f f o r d  t o  

do less .  

! 

The cur ren t  f i s c a l  cr is is  of our c i t i e s  i s  a p o l i t i c a l  prob- 

lem, n o t  an economic ofie, Although there  may be some poor s t a t e s ,  

sorrie poor c i t i e s ,  and some undernourished r u r a l  a reas ,  there  j.s 1-10 

long-run sc.arcity of resourccs,  Viewed i n  the aggregate, i n  fact., 

some ohservers can make our c i t i e s '  f i s c a l  problems disappear. 



The Tax Foundation, i n  malting’fiscal  p ro jec t ions  f o r  s t a t e  and loca l  

government t o  1975, concluded t h a t  revenues would grow stiff icicnl-ly 

t o  c rea t e  a s u r p l u s  and t h a t  only a minority of j u r i s d i c t i o a s  t\.nuld 

have d i f f i c u l t y  meeting fu tu re  revenue requirements.’ We a l l  agree 

t h a t  such pro jec t ions  have t o  be taken with caut ion and skepticism: 

t ax  y i e l d s  may not  r i s e  automatically w i t h  r i s i n g  incomes and assess-  

ments may never ca tch  up with market’values.  

however, wars, both domestic and foreign,  have ce r t a in ly  raised and 

On the b r i g h t  s ide ,  

the l eve l  of public And i f  foreign wars end, 

c i t ies  may be ab le  t o  d ig  deeper i n t o  the f ede ra l  f i s c a l  b a r r e l  througli 

some ingenious method of spreading the country’s wealth. Once the fed -  

e r a l  government’s la rgesse  i s  d i s t r ibu ted ,  c i t y  managers and mayors 

can s top  thinking about a t i pp le r s ’  t ax  where barroom habi tues  g e t  

penalized because they do not  l i k e  t o  dr ink a t  home. In  the aggre- 

ga t e  and i n  the  long run, there  i s  no major f i s c a l  problem t h a t  

r i s i n g  incomes and economic growth cannot take care  of. In  the sho r t  

run, however, the f i s c a l  cr is is  i s  very r e a l  t o  loca l  e lec ted  and 

appointed o f f i c i a l s .  Dis tan t  goals such a s  the implementation of t ax  

t 

sharing may be worthwhile pursuing, but  they do not  help t o  balance 

t h i s  y e a r ’ s  budgeto 

i t i c a l  problem f o r  l o c a l  o f f i c i a l s ,  What can soc ia l  science t e l l  

these f r u s t r a t e d  publ ic  servants?  

How t o  g e t  more revenue now i s  an important pol- 

I 

Public  f inance t h e o r i s t s  t e l l  u s  what i s  desirable:  taxes 

should be equi tab le ,  neu t r a l ,  cont r ibu te  t o  f i s c a l  s t a b i l i z a t i o n ,  

encourage product ivi ty  and growth, and be simple m d  ,easy t o  adminisT- 

t e r ,  Economic, income, and adminis t ra t ive e f f e c t s  should a l l  be con- 

s idered,  

, 

I f  a contemplated t ax  does not meet our diverse s e t  of 
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criteria, o r  if it is no better then existing taxes, then we xiLx?d 

prefer increasing the rates of the old tax rather than adqting the 

new tax. Suppose the property tax was the ideal tax and the income 

tax the worst fiscal option. The local official, in a condition of 

fiscal extremis, would be told t o  raise the property tax rat.c rather 

thansadopt tha*t inelastic, regressive, and far from neutral local 

income tax. The official would respond that he cannot raise the 

rate because there would be a taxpayers' revolt. Instead he would 

insist that the tax base must be. broadened to include the awful 

income tax, by which he means that he wants some way to get the same 

taxpayer to pay more for the same public goods and services. Should 

this local official be castigated because he ignores what is tlieoret-. 

ically desirable in doing what is politically possible? 

like to be designated "f iscdly perverse?" 

Would you 

Local officials live with some psychological guilt because 

they have to manipulate the environment and at the same time ignore 

some of the standards which they have been taught. For example, 
i 

equity, 'tax justice, and similar notions are not realistic guides $0 

action, but just sources of bureaucratic anxiety. 
1 

Myrdal, af ter esam- 

ining the principles of public finance concludes that "it is vain to 

attempt to isolate a purely economic probl.em from its political set -  

tingetf3 

consistent with my own observations: 

And Myrdal's description of the behavior of officials is 

"1 do not blame the politicians 

. and tax experts who legislate and administer as best as they can. 

They look abroad to see how similar matters are ordered there, they 

quote the literature whenever convenient; they form opinions on the 

nature and on the practical aspects of their problems and then come 



t o  some s o r t  of conclusions. The reasons which they advamce bear 

the unmistakable d o c t r i n a l  imprint of the high pr inciples .  Occasionally 

a problem of tax  incidence i s  touched UPOR but  hardly ever f u l l y  dls- 

cussed, J+ 

Too o f t e n  when we say the probl.crns of l oca l  f i i i a n c . ~  are pol -  

i t i c a l ,  we mean t h a t  publ ic  decision-making i s  inadequate, t h a t  l oca l  

governments a r e  balltanized s o  t h a t  they provide miniscule serv ices  a i d  

have minitnuin support ,  and t h a t  l oca l  o f f i c i a l s  are inept  and stu$id i n  

t h e i r  f i s c a l  behavior, P o l i t i c a l  becomes a garbage p a i l  word t o  ex- 

p l a i n  what seems t o  be i r r a t i o n a l  behavior. P o l i t i c a l ,  however, can 

be used i n  a p o s i t i v e  sense t o  convey the "hodf of doing thlngs, How 

many pol.it.ica1 s c i e n t i s t s  i n  the  country can a E i o r i  determine the 

p o l i t i c a l  l i m i t s  of a proposed tax? 

I -cI 

How many could develop a s t ra t -  

egy t o  g e t  a new t ax  accepted by the publ ic?  

If we are going t o  develop p o l i c i e s  which can help solve the 

f i n a n c i a l  dilemmas of our c i t ies ,  we need a mult iple  approach, We 

need f ede ra l  p o l i c i e s  which w i l l  share  the wealth i n  the long run, 

and a t  the same time we need r e a l i s t i c  po l i c i e s  and t a c t i c s  f o r  our  

state and loca l  o f f i c i a l s  t o  pursue i n  the sho r t  run, B u t  i t  i s  no t  
I 

enough t o  urge o f f i c i a l s  t o  take a mult iple  approach, to  g e t  money 

from a v a r i e t y  of sources. 

towards the r e a l i t y  of taxation. 

economic e l a s t i c i t y  and loca l  o f f i c i a l s  ignore i t ,  no one i s  very much 

concerned about p o l i t i c a l  e l a s t i ~ i t y . ~  How does publ ic  t ax  support  or 

r e s i s t a n c e  change when t ax  r a t e s  are changed? Would i t  be possible  t o  

develop a sens i t i ve  measure t h a t  could determine the p o l i t i c a l  feas-  

i b i l i t y  of new taxes? Can the  range of loca l  options be extended hy 

What i s  a l s o  required i s  a new o r i e n t a t i o n  

While s o c i a l  s c i e n t i s t s  worry about 



b e t t e r  understand'ng of the p o l i t i c a l  conditions of f i s c a l  real-i-ty? 

In  the  following pages, I want t o  adopt the viewpoint of the l o c a l  

o f f i c i a l .  A t  the  same time I want t o  argue w i t h  h i s  d e f i n t t i o n  of 

f i s c a l  r e a l i t y .  RegardLess of how h o s t i l e  r e a l i t y  seems t o  the o f f i -  

c i a l ,  he m u s t  take a c t i o n  t o  insure  t h a t  h i s  resources a r e  cqual. t o  

h i s  problems. Otherwise our c i t i e s  w i l l  continue t o  d r i f t  j n t o  decay 

and our c i t i z e n s  i n t o  disillusionnient.,  

Panaceas 

The problems and so lu t ions  of loca l  f inance a r e  old hat .  

The r e f r a i n  t h a t  we need money i s  well  known, and I imagine t h a t  pcoplc: 

a r e  t i r e d  of hearing about the famine of money. Strengthen the prop- 

e r t y  tax; f ind  new sources of non-property t ax  revenue; s t a t e s  should 

not  f i s c a l l y  cons t ra in  and choke loca l  governments; be c f f i c i c n t  w.i.th 

expenditures: these nostrunis have been repeated so  much t h a t  t h e i r  

6 

e f f i c a c y  i s  l i k e l y  t o  be ignored. 

Instead the l o c a l  o f f i c i a l  c a l l s  i n  a tax  consultant who, 

a f t e r  reviewing the s i t u a t i o n ,  suggests t h a t  c i t y  o f f i c i a l s  adopt a 

new tax,  I f  the p a r t i c u l a r  c i t y  does not  have a sa l e s  tax,  then the 

sales tax w i l l  be recommended. I f  ' t h e  c i t y  has a s a l e s  tax,  then 

the income tax  w i l l  be recommended, The r u l e  f o r  t h i s  game is: always 

recommend a new tax,  However, i t  i s  unl ike ly  t h a t  a novel opera t iona l  

suggestion w i l l  come out  of t h i s  procedureD Either  the revenue source 

has a l ready been tapped o r  the suggestion has previously been consid-: 

ered and r e j e c t e d  as p o l i t i c a l l y  infeasible. ,  

and p r a c t i c a l  revenue sourcez i s  r e a l l y  qu i t e  shor t ,  and a quick, com- 

The l i s t  of a v a i l a b l e  

prehensive so lu t ion  t o  the l o c a l  f inance problem j u s t  does n o t  e x i s t ,  



Yet the advice mill goes on: cities continue t o  have experts review 

their fiscal situations; professional finance organizations condwi: 

conferences and issue policy guides; 

organizations state their tax preferences and hope for ef f iciencics; 

and governmental interest groups testify before legislaturcs arid statc 

7 

8 tax associations and business 
9 

principles of tax reform." 

local official is difficult to discern. 

The payoff, howcver, for the frustrated 

Nor is the federal government much  help, The local official 

is at the extremities of a Rube Goldberg system knowti as fiscal fedc:r.-, 

alism, which is a euphemism that masks local p0vert.y and discretion., 

and at the same time holds out a fiscal carrot for a better worl-d to 

come. 

to pick up the tab are bound to be disappointed, Some local officials, 

Local officials who wait for the federal and state governments 

however, expect the federal government, like the Canadian Mountie and 

his fearless dog, to rescue their cities from fiscal ruin. No doubt 

in the long run some form of fiscal first aid such as tax credits, 

categorical grants, or revenue sharing will balance problems and 
11 resources, 

I 

Local officials, however; should not hold their breath wait- 
I 

inge12 k large part of such aid will still be for "extras;" for 
national problems on local sites, and not for minor street repairs 

and new hoses for the fire department. Moreover, someone is bound 

to tie some strings to make conditional so-called unconditional 

grants: somebody else's money is never 'quite as free as we would like. 

Of cotirse some verslon of the Heller-SPechman plan would provide state 

and local officials with some discretion, but revenue sharing is prob- 

ably intended as a not too large supplement for local efforts, Using 



H e l l e r ' s  f i gu res ,  which would d i s t r i b u t e  $6 b i l l i o n  or  about $30 per 

cap i t a ,  Cal i forn ia  would g e t  2bout $560 million.13 Assuming t h a t  

the c i t ies  would g e t  a t  l e a s t  half  of the gran t  and t h a t  the money 

would be d i s t r i b u t e d  by population, Oakland, f o r  example, might g e t  

roughly $6 mill.ion, and the City would share some of the grant. wj.th 

the School Distr ic t  and the County. I f  the C i t y  received one-third 

of the $6 mi l l ion ,  then t h i s  $2 mi l l ion  would be welcomed by C i t y  

o f f i c i a l s ,  but i t  would not  even cover one year ' s  wage increases  f o r  

municipal employees, 

A s  Heller  views i t ,  t ax  shar ing would provide " f inanc ia l  el-  

14 bowroom" and would s l o w  down s t a t e  and l o c a l  t ax  increases,  

Pechman, however, be l ieves  t h a t  the "amount of ass i s tance  should be 

la rge  enough t o  make poss ib le  a s i g n i f i c a n t  increase i n  the l e v e l  of 

s t a t e - l o c a l  se rv ices ,  rr15 But i n  any case,  given other  demands on 

the f ede ra l  cookie j a r ,  the  ass i s tance ,  i f  i t  comes a t  a l l ,  w i l l  not  

be l a rge  enough f o r  se rv ice  expansion and probably w i l l  nourish only 

a few hungry c i t i e s  (no small chore),  

enough f o r  c i t y  o f f i c i a l s  t o  r e l y  on the funds f o r  expanded and usual. 

c i t y  serv ices ,  what happens when the l e v e l  of na t iona l  income goes 

down a n d ' t h e r e  i s  less t o  share? The serv ices  which were provided 

Even i f  the grants  were la rge  

! 
5 

out  of f ede ra l  funds would n o t  be easy t o  cu t ,  Is  i t  so out  of the 

quest ion t h a t  our economy can have a few bad years  i n  which income goes 

down or  am I suf fer ing  from Depression hangover? 

sources are f i n e  as long as income increases.  

requi re  s t a b l e  revenue sources; otherwise loca l  budgeting and municlpal 

se rv ices  may be somewhat uneven and chaotic,  

Income e l a s t i c  revenue 

Local 0fficia1.s s t i l l '  

The message i s  c lear :  l o c a l  o f f i c i a l s  w i l l  s t i l l  have t o  in-  
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crease tax rates and search.for new revenue sourcesa They will not 

find the tax that everybody is happy to pay. But there are ways to 

cut down the pain of taxation and perhaps enhance the official's 

revenue efforts. 

Assessing the environment. --- 
Local officials do not relish going to the public on money 

matters because in their view it is a risky business: the officials 

might not get what they want. 

could be looking for jobs. 

Instead of looking for revenue, they 

O f  course, there is always the risk of an 

unfavorable outcome, but this risk can be reduced if officials will 

invest some of their resources to find out about their own conununi- 

ties before putting a proposed bond issue on the ballot. When bond 

and tax issues fail to pass, the officials blame it on a hosti.le pub- 

lic and keep their sanity by not reflecting on their own performances, 

In talking with local officials, I have urged that they get out of 

their offices and find out abdut the environment in which their organ- 

ization.operates. The usual response is that there is no time for 
I 

excursions; they are too busy fire-fighting the details of internal 

administtation, 
! 
I 

But if mayors and managers will not gather the basic 

intelligence to insure an adequate resource base, then who will? 

Finding out what people want, what they will pay for, and what the 

traffic will bear may possibly provide clues to building a winning tax 

coalition,and at the very least such intelligence can dispel some of 

the fiscal fictions which local officials cherish. 

Officials are sometimes reluctant t o  raise taxes because they 

believe that taxes have reachedapolitical limit, "Haw do you know, 



Mr.  Mayor, t h a t  the property t a x  has reached a p o l i t i c a l  l imit? '?  

Answer: "1 do no t  know; I j u s t  f e e l  it." A p o l i t i c a l  1imi.t i s  a fuzzy 

c o n s t r a i n t ,  perhaps f i c t i t i o u s ,  which local  o f f i c i a l s  worry about,  but  

have d i f f i c u l t y  predict ing.  Even s o c i a l  s c i e n t i s t s  cannot t e l l  whcn . 

a p o l i t i c a l  l i m i t  i s  abou t - to  be reached. Unlike budget c o n s t r a i n t s ,  

p o l i t i c a l  l i m i t s  a r e  no t  f i n i t e ,  

c a l  l i m i t s  i s  t h a t  they keep changing over t i m e .  

One problem i n  iden.t ifying p o l i t i -  

For the pas t  t h i r t y  

years  the  property t a x  has been j u s t  about t o  reach the limit of tax- 

payer rebe l l ion .  Nevertheless,  the  t a x  l i m i t  tends t o  be r a i sed  when 

people want more, when oDerating c o s t s  go up,  and when l o c a l  o f f i c i a l s  

a r e  i n  f i s c a l  extremis and f e e l ' t h e r e  i s  no other  way t o  go except 

t o  r a i s e  the r a t e .  It would be a mistake f o r  o f f i c i a l s  t o  assume t h a t  

t he re  i s  a p o l i t i c a l  l i m i t  on any revenue source without f i r s t  doing 

some checking, I f  l o c a l  o f f i c i a l s  know t h e i r  community and keep t h e i r  

i n t e l l i g e n c e  cu r ren t ,  then i t  i s  unl ike ly  t h a t  they w i l l  be trapped 

i n t o  thinking t h a t  they a r e  more constrained than they r e a l l y  are .  

A p o l i t i c a l  l i m i t  i s  a quest ion of p o l i t i c a l  f e a s i b i l i t y ,  something 

which the  l o c a l  o f f i c i a l  should a s ses s  f o r  himself. 

Some of f ic ia l s  w i l l  r e a c t  t o  my "know your communityfr advice 

by sayink t h a t  they a r e  well  informed. After  all, they t a l k  t o  a 

head of the Chamber of Conmerce, a r e a l  e s t a t e  board pres ident ,  a 

.tax a s soc ia t ion  o f f i c i a l  and perhaps a League of Women Voters'  rep-  

resenta t ive .  

restricts h i s  contac ts  t o  those who seek him out?  The loca l  o f f i c i a l .  

should worry about how rep resen ta t ive  h i s  conversations a r e  of community 

sentiment. 

But can a l o c a l  o f f i c i a l  know h i s  coinmunity whcn he 

My impression i s  t h a t  l o c a l  o f f i c i a l s  general ly  t a l k  t o  one 

another,  A t  p rofess iona l  meetings where the like-minded ga ther ,  there  
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are splendid oppor tuni t ies  t o  re inforce  ea.ch o the r ' s  d i s t o r t i o n s  

about the public. When everyone sround the o f f i c i a l  i s  saying Lhzt 

the property t ax  cannot be ra i sed ,  i t  i s  l i k e l y  t h a t  the o f€ ic . i a l  

w i l l  a l s o  bel ieve the same thing, 

Local o f f i c i a l s ,  however, should n o t  f a l l  i n t o  the gciwral-  

i z a t i o n  t r ap ,  when s o c i a l  s c i e n t i s t s  f ind  et d i f f i c u l t  t o  g e n c r a 1 . i ~ ~  

about our diverse  c i t i e s .  For example, Harvey Brazer found w i d e  clif- 

ferences i n  c i t y  expenditure p a t t e r n s  which var ied by the s ta te  and  

type of c i ty :  a core  c i t y  of a metropolitan a rea  i s  d i f f e r e n t  from 

an i n d u s t r i a l  suburban c i t y ,  which i n  turn  i s  d i f f e r e n t  from a re -  

s o r t  c i t y .  '' 
because s t a t e  and l o c a l  o f f i c i a l s  have come t o  d i f f e r e n t  agreements 

on who w i l l  do what, c i t i es  do have d i f f e r e n t  r e s p o n s i b i l i t i e s  and 

resourcesc Ci t ies  are not  a l l  the same. Although such a s i t u a t i o n  

i s  a nightmare f o r  the academic s o c i a l  s c i e n t i s t  or the n a t i o n a l  

pol icy maker, i t  i s  an opportunity f o r  the loca l  o f f i c i a l .  He has 

a chance t o  t a i l o r  l oca l  resoixces and support t o  match local. des i r e s  

Because c i t i z e n s  have d i f f e r e n t  wants and needs and 

and demands. This i s  n o t  t o  say t h a t  l oca l  o f f i c i a l s ,  on occasion, 

should n o t  look a t  the big p ic ture ,  but  t h a t  global  genera l iza t ions ,  

p a r t i c u l a r l y  on money matters, should not  s t u l t i f y  loca l  a c t i o n  and 
! 
t 

i n i t i a t i v e ,  

l i t t l es  who expect t h a t  any day our c i t ies  w i l l  col lapse i n  f i s c a l  

The world of l o c a l  f inance i s  f i l l e d  with enough chicken- 

ruin,  

The h o s t i l e  environment: r e a l i t y  or  f i c t i o n  
-7 

Local c i t y  o f f i c i a l s  tend t o  perceive the environment as 

h o s t i l e ,  It i s  not  t h a t  they a r e  paranoid but  there i s  a f ea r  of 
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pr iva t e  c i t i z e n s  and o ther  p r b l i c  o f f i c i a l s .  A t  the loca l  1c-,rc>I. sycc- 

i a l  d i s t r i c t s  and the county can encroach on their t ax  base. Tlic no-. 

money s i t u a t i o n  a t  the l o c a l  l e v e l  a l s o  tends t o  discourage coopera- 

t i o n  between l o c a l  governments: what i s  mine i s  mine and i f  I d o  any- 

thing f o r  you, you have t o  pay. Reimbursement r a the r  than cooperation 

descr ibes  l o c a l  intergovernmental r e l a t ions .  A t  the  s t a t e  l e v e l  the 

l e g i s l a t u r e  may preempt new revenue sources o r  take away e x i s t i n g  oneso 

Whatever f i s c a l  meaning i s  l e f t  t o  not ions of independent home r u l e ,  

the l o c a l  o f f i c i a l  f e e l s  he i s  competing with other  j u r i s d i c t i o n s  not 

t o  provide serv ice  but  t o  g e t  money. 

resources  f o r  l oca l  problems. Instead,  c i t y  o f f i c i a l s  l i k e  other  

Home r u l e  does no t  preserve local. 

o f f i c i a l s ,  have a r e s t r i c t e d  hunting l icense  t o  scramble fo r  revenue. 

Thus the c i t y  o f f i c i a l  views other  o f f i c i a l s  with some susp i -  

c ion and with some sympathy: a l l  of them a r e  very much i n  the same f i s - -  

c a l  rowboat, 

the o f f i c i a l  sees  the publ ic  more i n  terms of t ax  res i s tance  than i n  

terms of expenditure support. 

B u t  the publ ic  i s  another matter. Whether c o r r e c t  or  no t ,  

When the loca l  'school d i s t r i c t  has  

t rouble  r a i s i n g  i t s  t ax  c e i l i n g  and passing bonds, the c i t y  o f f i c i a l  

o f t e n  f e e l s  t h a t  the publ ic  i s  h o s t i l e  t o  t a x  increases.  The o f f i c i a l  

reasons t h a t  the publ ic  always supported the schools and i f  there  i s  

l i t t l e  support f o r  schools there  c e r t a i n l y  w i l l .  no t  be much support 

! 

f o r  sewers. 

No doubt there  are c i t ies  where the  publ ic  i s  so f r u s t r a t e d  

and a l i e n a t e d  from the loca l  government ' t ha t  direct appeals f o r  t ax  

increases  a r e  not feas ib le .  However, there  a n  probably many c i t i e s  

where taxpayers' a t t i t u d e s  a r e . n o t  a s  h o s t i l e  as o f f i c i a l s  thin!<, 

There i s  not  much empfrical evidence t h a t  t h e  publ ic  i s  more benign 



than h o s t i l e ,  b u t  there  a r e  some indica t ions  t h a t  m i  assumption of 

public h o s t i l i t y  should be questioned, Bollens and h i s  coll.eagues 

found t h a t  37% of S t ,  Louis c i t y  res idents  agreed t h a t  taxes were too  

high when serv ice  l e v e l s  were considered. 

c i t i z e n s  had the g r e a t e s t  resentment t o  l o c a l  taxes. l7 

The poor and less cdueated 

I n  a D e t r o i t  

Area study, Janowitz, Wright and Delaney found a s imi la r  dissat3.sfaction 

with t ax  burdens among the lower c l a s s o  I n  t h e i r  t o t a l  sample "fort.y.. 

one percent thought taxes were too high, 'considering what they go t  

from the govcrixnent. For federa l  f i s c a l  po l i c i e s ,  Muellcr found 

from a na t iona l  survey t h a t  "half of the people interviewed said tha t  

they were prepared t o  pay adclitioiial taxes  i n  order t o  make possible  

l a rge r  out lays  on two o r  more government programs."19 However, she 

a l s o  found t h a t  people 's  f i s c a l  a t t i t u d e s  a r e  Incongruent: they favor 

increased spending, while disli lcing increased taxes. 20 

O f  course, we would l i k e  t o  f i n d  t h a t  everyone wants and i s  

wi l l ing  t o  pay f o r  more publ ic  services.  Local o f f i c i a l s ,  however, can 

be encouraged because these numbers are not  more negative than they 

are. 

with taxes  instead of h i s  37% f igure ;  then the s i t u a t i o n  would be a s  

dark as o f f i c i a l s  descr ibe it, 

Suppose Bollens had found 80% of the people of St.  Louis fed up 

i 
i 

However,roughly 50 t o  60 percent of 

the publ ic  may not  feel t h a t  taxes a r e  too high, so t h a t  there  may be 

some maneuver room f o r  increased l o c a l  taxation. 

The c i t e d  s tud ie s  a r e  a l i t t l e  dated, and s ince  public f i s c a l  

a t t i t u d e s  v a c i l l a t e ,  i t  would be d e s i r a b l e  t o  have addi t iona l  evidence 

before l o c a l  o f f i c i a l s  modify the h o s t i l i t y  assumption. 

f inding of a recent  Advisory Commission on Int.ergovernmenta1 Relat ions 

study was t h a t  over the 1950-67 period over 50% of the growth i n  s t a t e  

One p o s i t i v e  



In other vords ,  2 1  t ax  revenue was a r e s u l t  of thc p o l i t i c a l  PI-ocess. 

increases  i n  s t a t e  revenue a r e  not  j u s t  a matter of economic growth 

b u t  a l s o  r e f l e c t  t h a t  s t a t e  l e g i s l a t u r e s  can and do raise rates and 

increase taxes, In  my own state,  Cal i forn ia ,  the governor was ab le  t o  

increase taxes and h i s  popular i ty  a t  the same time. I n  Cleve.Lar?d pol- 

i t i c a l  l eaders  were ab le  t o  double the c i t y  income tax and v o t e r s  

passed a $100 mi l l ion  bond i ssue  t o  handle water po l lu t ion  problems, 22 

In  Michj-gan, desp i te  growing discontent  over increased assessment., 

't85% of the school d i s t r ic t s  t h a t  asked v o t e r s  t o  approve h i g h e r  n z i l l -  

ages eventual ly  won the increases." 23 

One can a l s o  f i n d  many examples of c i t y  voters  r e j e c t i n g  bonds 

and t ax  referendums, Reject ion,  however, should not  be taken a s  conc1.u- 

s ive  evidence of the h o s t i l i t y  of the environment, 

j u s t  r e f l e c t  the inadequacies of the t a c t i c s  and assumptions of the 

Voter r e j e c t i o n  may 

loca l  o f f i c i a l ' s  t ax  campaign. Consider the loca l  o f f i c i a l  who bases 

h i s  campaign on the assumption t h a t  e l ec t ions  reveal  preferences,  or 

t h a t  c i t i z e n s  vote  only on the mer i t s  of the i ssue ,  or  s p e c i f i c a l l y  

t h a t  they want-a museum o r  they don ' t  want a museum, 

have l o s t , t h e  Blect ion before the vote. 

are rejected i s  not a simple question t o  be explained away by assuming 

This o f f i c i a l  tnay 

Why some issues  pass and others  
t 

' t h a t  v o t e r s  a r e  h o s t i l e  towards b e t t e r  schools,  sewers, or a zoo, 

Why people vbte  the way they do i n  l o c a l  e lec t ions  i s  a complex 

business,  Perhaps i n  more pas tora l  times a t  the turn  of the century,  

l o c a l  vot ing was r e l a t e d  t o - l o c a l  i s sues ,  P r i o r  t o  the depression of 

the t h i r t i e s ,  f o r  example, l o c a l  governments were our chief t a x  col-  

l e c t o r ~ . ~ ~  Today there  a r e  many hands i n  the taxpayer 's  pocket, and 

loca l  tax voting may be j u s t  a conven5ent means t o  g e t  back a t  the 
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f ede ra l  government's I n t e r n a l  Revenue Service. 

There i s  some evidence t h a t  l o c a l  e l e c t i o n s  a r e  used a s  psy- 

chological  punching-bags by some voters .  Various authors have i u t c r -  

p r e t c d  negat ive vot ing on loca l  bond and t ax  i s sues  3.s expressing the 

p o l i t i c a l  a l i e n a t i o n  of the voter  i n  which the vote  becomes a means of 

p r o t e s t  n o t  only a g a i n s t  the loca l  p o l i t i c a l  system but a l s o  against the 

c i t i z e n ' s  general  deprived condition. 25 Usually, l oca l  e l ec t ions  do wt: 

a t t r a c t  much of a turnout ,  but  when the  trirnout i s  high, there  i s  a 

g rea t e r  chance f o r  defea t  of t ax  and bond issues. 

f o r  t h i s  phenomenon i s  t h a t  the c i t i z e n  who i s  deprived or  d i s i n t e r e s t e d  

i n  the community usua l ly  s t ays  home while the c i t i z e n  who i s  s a t i s f i e d  

or  i n t e r e s t e d  i n  the community usual ly  votes  i n  favor of the issue.  

I n  a high turnout e l e c t i o n  more unhappy c i t i z e n s  a r e  drawn i n t o  the 

26 One explanation 

e l e c t o r a t e  and thus increase the chances of defeat ,  

Nor i s  short-term economic i n t e r e s t ,  where the voter  seems t o  

maximize h i s  income, a r e l i a b l e  ind ica tor  of the outcomes of l oca l  

referendums. Short-term economic i n t e r e s t ,  such as the psopcrty owner 

without ch i ldren  who opposes school tax issues, f o r  example, does not  

aLways preva i l  because some people may support t ax  issues  out  of a 
i 

sense of c i v i c  r e s p o n s i b i l i t y  o r  p r i d e ,  

some evidence which suggests t h a t  winning c o a l i t i o n s  can be b u i l t  o u t  

out  of the  poor who have nothing t o  lo se  and those upper income.'citizens 

who have c i v i c  r e ~ p o n s i b i l i t y . ~ ~  

Atlanta ,  the authors found a p o s i t i v e  re ' la t ion between income level. and 

approval of bond issues. 

the bond issues but support  was g r e a t e r  among the upper income groups. 

Banfield and Wilson present  

I n  a study of bond e l ec t ions  near 

Both low and high income voters  supported 

28 

Cer ta in ly  many c i t i z e n s  consider i s sues ,  such a s  the p a r t i c u l a r  
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serv ice  wliich the bonds w i l l  f inance,  but  l o c a l  o f f i c i a l s  shoul-(1 not  

assume t h a t  the mer i t s  of an i ssue  w i l l  automatically se l l  it. Votii;g 

decis ions may involve concepts of s e l f - i n t e r e s t ,  or  c i v i c  resp0ns.i h i l i  ty, 

or  f e e l i n g s  of the worth and performance of the l o c a l  governmctit, or 

out1et.s of p r o t e s t  a g a i n s t  na t iona l  taxes. 

f o r  vot ing aga ins t  something, I f ind  i t  encouraging t o  f ind  exatnples of 

Since there  are many reasons 

taxpayer support, Evidently the taxpayer r e v o l t  v i r u s  has not inicctcid 

us  a l l .  Finding evidence'one way or  the o ther ,  however, w i l l  no t  d i s -  

c lose  the h o s t i l i t y  of a p a r t i c u l a r  co i~ iuni ty .  Local e lec ted  and 

appointed leaders  should not  assume but  a s c e r t a i n  the r e a l i t y  of com- 

muni ty  ho s ti 1 i ty * 

Tax publics:  making l i t t l e  ones out  of a b ig  one 

P a r t  of the h o s t i l i t y  assumption i s  probably due  t o  the loca l  

o f f i c i a l ' s  tendency t o  perceive taxpayers as an undi f fe ren t ia ted  group. 

The term "taxpayer r evo l t "  i s  a clue t o  t h i s  perception, How o f t e n  

does the local. councilman g e t  a nasty l e t t e r  complaining about high 

taxes? 

and all, complaining about increases  i n  assessment? O f  course these 

How of ten  i s  the  a s s e s s o r ' s  o f f i c e  f i l l e d  with p icke ts ,  s igns 

I 

events do 'occur but  n o t  of ten;  i n  f a c t ,  most people pay t h e i r  taxes 

most of the  time, and a l o w  delinquency rate i s  one ind ica tor  t h a t  

taxpayer r e s i s t a n c e  i s  n o t  p a r t i c u l a r l y  intense,  

Moreover, it i s  my impression t h a t  most taxpayers a r e  i n d i f f e r -  

e n t  t o  taxat ion,  One reason the public  i s  ind i f f e ren t  t o  taxes i s  t h a t  

taxat ion,  whether by design or  not, i s  complex and d i f f i c u l t  t o  compre- 

hend, It  i s  a policy a rea  where you have t o  be an expert  t o  understand 

the a r i thmet ic  of rates, assessments, the secured r o l l ,  and equal izat ion,  
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Most c i t i z e n s  a r e  not  motivated t o  master the rudiments of t a x  know~.cc!gc. 

They do n o t  have t o  understand the whys and wherefores of tax paying nor 

do they probably know how much they pay or  when they pay. The. ordi i iary 

c i t i z e n  simply knows t h a t  he i s  8 taxpayer, 

To care  about taxes,  taxes have t o  be high enough so t h a t  the 

c i t i z e n  i s  conscious of them. The c i t i z e n  has t o  k-now he i s  paying, 

and what he i s  paying has t o  be s i g n i f i c a n t  r e l a t i v e  t o  h i s  income o r  

p r o f i t  p o s i t i o n  of h i s  business., With withholding a t  the f ede ra l  l eve l ,  

property taxes prorated as par t  of a monthly mortgage payment;, and the 

use of i n d i r e c t  t axa t ion  by s t a t e  and loca l  a u t h o r i t i e s ,  our t ax  sys- 

t e m  has been designed t o  reduce the publ ic ' s  t ax  consciousness. Onc 

study, f o r  example, found t h a t  31% of high-income taxpayers were un- 

aware of t h e i r  marginal income'tax rates .29 

enough so  t h a t  these c i t i z e n s  should be aware, but  a la rge  minority were 

Now t h e i r  t a x  b i t e  i s  high 

not. Therefore i t  i s  reasonable t o  expect t h a t  as the tax b i t e  ge t s  

smaller ,  the proportion of tax-conscious c i t i z e n s  would be consider- 

ably reduced. @ 

To say t h a t  most taxpayers do n o t  care about taxes does not  

exclude t h a t  some taxpayers do care ,  which br ings us t o  the subjec t  of 

tax publics,  

a t ax  publ ic  composed of a t t e n t i v e  c i t i z e n s  who have some reason t o  

! 
I 

C l u s t e r e d  around each proposed or  e x i s t i n g  loca l  t a x  i s  

careo 

more r e l a t i v e  t o  most c i t i z e n s ;  f o r  example, a charge f o r  c i t y  sewer 

One reason f o r  t h e i r  concern i s  t h a t  these c i t i zen8  pay much 

serv ice  may only involve $1 or  $2 f o r  a residence while a l a rge  cannery 

may pay $2,000 a month. For industry,  business and r e a l  estate opera- 

t o r s ,  taxes a r e  a c o s t  element.which has t o  be watched. Being a la rge  

payers however, i s  n o t  the only reason f o r  concerne Some c i t i z e n s  be- 

come members of a t ax  publ ic  because the governrnent has involved them 



in the administration of a tax, The wholesaler o r  distributor of to-- 

bacco products may get involved depending on who is tapped to col.leci: 

a cigarette tax. Sometimes the involvement is strictly t o  sett.le ad-  

ministrative matters such as bill-ing procedures to be used by thc tc3.c.- 

phone company for a utilities consumption tax. Somethnes thcx invo3.vc- 

ment is of more direct concern because the proposed tax may affect t l i c :  

demand for the goods o r  services which are going to be taxed. Salcs  

and excise taxes, such as a transient occupancy tax, can generate con- 

cern especially when rates are not uniform at the local level.. Somc- 

times concern turns into stiff resistance which local officials would 

find hard to anticipate. For example, the city manager of a small com- 

munity in the San Francisco Bay Area recently proposed a gross receipts 

basis for a business license. His proposal was defeated by the small 

businesses in his community; there was no resistance from t h e  large 

businesses. A s  he explains the outcome, the small businessmm was 

afraid to let the competition know too much about his business. The 

license fee was trivial; it was the intelligence opportunity which 

generated, concerno 

In addition to the citizens who pay attention to specific tases, 
I 

there are ‘the professional tax watchers who by definition are members 

of a l l  the tax publics, 

has a difficult j o b  since his own resources are quite limited in try- 

ing t o  follow the activities of the many agencies withfn his jurisdic- 

tion; he is generally ineffective in terms of support or resistance to 

tax measures. Nevertheless, as the apostle of efficiency in government, 

he will show up at city budget and tax meetings, 

The full-time employee of a tax association 

To round out the pic- 

ture of a tax public, I would also include the representative of the 

l o c a l  Chamber of Commerce and similar organizations. 
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To summarize, a tax p u b l i c  i s  t h a t  small group of c i t i z e n s  who 

care  enough about a s p e c i f i c  tax t o  bargain w i t h  loca l  o f f i c i a l s  over 

r a t e s  o r  perhaps work t o  influence the broader, usual ly  i n d i f f e r e n t ,  

publ ic  t o  defea t  a tax  referendum. Therefore, the tax  publ ic  i s  t h e  

primary t a r g e t  f o r  o f f i c i a l  persuasion and a c t i o n  and, perhaps, cooit-- 

t a t i o n  i n t o  the supportive c o a l i t i o n  fo r  a tax  increase,  

Tax coa l i t i ons :  making a big one out  o€ l i t t l e  ones 
__II 

Because m o s t  people d o  no t  care about taxes,  the l o c a l  o f l i c i a l ,  
I 

by de fau l t ,  mus t  provide p o l i t i c a l  leadership i n  building a wiiininp, tax  

coa l i t i on .  With the exception of the few f r i ends  of the museurn or zoo, 

most c i t i e s  do n o t  have groups of people who advocate increased taxes, 

A t  the same time, there  a r e  groups which wou1.d l i k e  lok7er taxes  b u t  

only sporadica l ly  a g i t a t e  for them. The pol i t ica l .  aretla of t a x a t i u n  

i s  r e l a t i v e l y  qui.et and i t  i s  the loca l  o f f i c i a l  who m u s t  s t i r  things 

up i f  he wants adequate resources t o  work with. In  my mind, the  qucs- 

t i o n  i s  not  whether t o  s t i r ,  but how t o  s t i r  and how much. 

' The tactics t h a t  the l o c a l  o f f i c i a l  can use depend on h i s  assess-  

These t a c t i c s  a r e  bracketed by the ment of the h o s t i l i t y  of environment. 

o f f i c i a l i s  wil l ingness  t o  confront the community. A t  one end of the spcc- 

t rum of h i s  opt ions,  he can avoid the publ ic  when he bel ieves  the environ-' 

ment i s  hos t i l e .  A t  the  other  end,...he can contac t  the publ ic  and negot ia te  

and work with i t s  a t t e n t i v e  segments when he bel ieves  the environment j.s 

r e l a t i v e l y  benign, 

f o r  the federa l  or  s t a t e  donation, 

I f  he does not need money next f i s c a l  year ,  hc? can wait  

If he needs a l i t t l e  money t o  meet in- 

creased operating cos t s ,  he can u s e  publ ic  avoidance t ac t i c s .  

a g r e a t  deal of money, he w i l l  have t o  go t o  the publ ic  wheth2r. h e  likes 

I f  he needs 

it or not. 
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Depending on how niuch money the of ficia.1. needs, the tax coal i tio:i 

that he will buil-d and work with will. vary. Tf a propcsed tax is smI.1. 

and will not be felt by a large number of people, the official need not  

form a large coalition but only accommodate the sniall tax public that 

cares. 

requiring at least a majority vote  or a large payment by a large number 

of voters, then coalition formation becomes difficult and complex. It 

is this latter, more difficult, community coalition which will test the 

political leadership of the local official. 

But if a proposed tax or  bond issue.wil1 have a widespread ef fec t  

Although much of American politics is coalition politics, I 

find it embarrassing t o  admit, as a political scientist, that I have 

not learned a secret blue-print f o r  building a winning coalition, 

However, there are some clues which I can suggest. First, the  local. 

official should develop a support nucleus composed of citizen-leaders 

who will work and donate resources for developing community-wide sup- 

port, The composition of the nucleus should reflect the diversity in 

the community; it should not be just a group of the official's friends. 

It should contain non-residents and residents, Democrats and Republicans, 

the poor and the rich, the selfish and civic types, and taxpayers as 
I 

well. as beneficiaries. Even if the proposal is to finance a zoo, the 

Friends of the Zoo is not enough, and there usually is not a Friends of 

the Sewer System to rely upon, Second, the local official should not 

assume that the citizens in the support nucleus are aware of his par- 

ticular financial and service problems, Most of these leaders will 

make the tax-service nexus in a general way; they will understand that 

costs of government are going u'p just like the cost of automobi.les, 

and they will appreciate that taxes have to keep pace, It is import- 
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a n t ,  however, t h a t  the loca l  . o f f i c i a l  make a S c i f i c  connection be- 

tween the proposed revenue source and conununity benefi t .  

nec t ion  mus t  no t  be j u s t  t h a t  the rest  rooms i n  the park need remod- 

e l ing  and so a bond i s sue  i s  required.  

nexus f o r  the support nucleus involves s t r e s s ing  output: less c.rimc., 

less f looding,  fewer accidents ,  more business,  b e t t e r  hea l th ,  higher 

'Flit. con- 

Rather, making the tax-service 

incomes and employment skills. The o f f i c i a l  who uses a c a p i t a l  Lm- 

provcment program which contains only a shopping l ist  of bui ldings,  

lands and improvements i s  bound t o  have trouble.  The appeal shonld 

be t a i l o r e d  t o  each ind iv idua l  of  the support nucleus. For example, 

the same museum bond i s sue  can a t t r a c t  t o u r i s t  business fo r  the mer-. 

chant, provide g r e a t e r  educational oppor tuni t ies  f o r  k ids  and cultural .  

a c t i v i t i e s  f o r  parents ,  improve a s p e c i f i c  neighborhood and enhance 

the t ax  base, Once t h i s  group of leaders  sees some personal payoff 

t o  the o f f i c i a l ' s  proposal r a t h e r  than re ly ing  on a vague sense of 

c i v i c  do-good, the o f f i c i a l  can t u r n  h i s  a t t e n t i o n  t o  campaign t a c t i c s  

t o  win broad community supportd 

Althsugh the loca l  o f f i c i a l  should t r y  t o  make the tax-service 

nexus f o r  each leader ,  there  i s  less reason f o r  doing t h i s  when dcsign- 
1 

, 
ing tactics t o  win publ ic  vot ing support. Social  s c i e n t i s t s  are still 

a t  the  top of the  iceberg when it  comes to  understanding and predic t ing  

the publ ic ' s  preferences' f o r  taxes and The loca l  o f f ic i -a l ,  

f o r  example, can f a l l  into the t rap of a c t i v a t i n g  a segment of the pub- 

l i c  t h a t  has l a t e n t  opinions which a r e  h o s t i l e  t o  tax  increaseso  The 

problem i s  t h a t  i t  i s  d i f f i c u l t  t o  p r e d i c t  who w i l l  support o r  who 

w i l l  resist when the sa l ience  of a p a r t i c u l a r  issue i s  low. However, 31 

there  a r e  some premises which the loca l  o f f i c i a l  should take i n t o  



account in his decisions. First he should not assume that voters are 

aware of existing taxes (their cost burden) o r  existing services (thcir 

benefits), Second he should not assume that even if voters arc aware 

of taxes or services or both, they will make the tax-service ncxuso 

Perhaps democratic theorists would prefer a fully infornicd 

voter who, after calculating his costs and benefits, would reveal his 

preferences in an expendi ture or revenue referendum, 32 Also local 
- I  

officials would probably like to have referendums which arc manda,tes; 

they would know where they stand. But this is not the case and short  

of doing away with referendums, officials should take advantage of ~ i h a t  

others see as disadvantages in the system. 

The citizen's separation of taxing decisions from spending 

decislons provides officials with an opportunity to stress the benefits 

of a proposal rather than its costs. In most situations when a re- 

source constraint is introduced, expenditure suggestions wi l l  dLminish, 

This is true in planning activities, capital impyovernent programmlng, 

and it is likely to be true in voting on referendums: there is a higher 

probability of voter approval when a spending measure is not connected 

t o  its means of financing,33 Awareness of one's tax burden is 49t nec- 

-1 

essarily Londucive for increased expenditure support. 

erty owners, for example, 

Consider prop- 

They are more likely to know their property 

tax burden than renters, and from statistical studies we know that the 

greater the proportion of home-owners in a jurisdiction, the lower the 

level of taxes and expenditure. 

economic calculus cannot be solely relied upon t o  increase the public 

budget. 

ultimately lower costs t o  him, he may not support bonds for lighting 

32 The voter who is motivated by an 

While he may support bonds for fire stations because of 
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some other  p a r t  of the c i t y ,  I f  the choices axe made c l e a r ,  he can ' 

vote  down those proposals where h i s  cos t s  o u t s t r i p  his Lenr-fits. 

The mix of publ ic  se rv ices  i s  such t h a t  he can always f ind  solnethirig 

t o  express a negat ive preference. 

I r o n i c a l l y ,  the loca l  o f f i c i a l  has t o  r e l y  on voters  who d o  

not  make individual. cos t -benef i t  calcula-tions o r ,  perhaps, a r e  just  

incons is ten t .  I n  our c i t i e s ,  the poor want more serv ices ,  do n o t  vole ,  

and i f  they did,  i t  might be a vote of p ro te s t .  B u t  i f  the l.oca1 o f f j -  

c ia1 encourages t h e i r  turnout ,  on the bas i s  of bene f i t ,  he may rece%vc 

a favorable  vote  although i m p l i c i t  in  the vote  i s  the expectat ion t h a t  

somebody e l s e  w i l l  pay. Furthermore, the knowledgeable homeowner i s  

n o t  necessar i ly  c o n s i s t e n t  i n  h i s  a t t i t u d e s  towards the f inancing of 

public goods. 

are not  i n  h i s  apparent s e l f - i n t e r e s t .  For example, one might thtnlc 

t h a t  homeowners without ch i ldren  would tend t o  d i s l i k e  the property 

tax  because of i t s  use f o r  schools. 

preferences,  homeowners w i t h  o r  without ch i ldren  i n  the publ ic  schools 

expressed much the  same a t t i t u d e s  towards the  property tax. 35 

He can a l s o  be a source of support  f o r  some things which 

However, i n  one study of t ax  

In a 

s ta t i s t ica l  ana lys i s  of educational taxes  and expenditures,  the negative 

r e l a t i o n  t o  the proportion of home-owners a l s o  disappears. 
I 
L 36 

Stress ing  b e n e f i t s  by the l o c a l  o f f i c i a l  i s  a sens ib le  counter- 

weight t o  the publ ic ' s  tendency f o r  small, " incorrect"  budgets because 

as Downs s t a t e s :  f f r a t i o n a l  ignorance among the c i t i z e n r y  leads govern- 

ments t o  omit c e r t a i n  s p e c i f i c  types of expenditures from t h e i r  bud- 

g e t s  which would be the re  i f  c i t i z e n s  were n o t  ignorant. rr37 

ably do tend t o  underestimate and be ignorant of the possible  b e n e f i t s  

of c i t y  programsa 

We prob- 

A t  the  same time c i t i z e n s  a r e  inc l ined  t o  be l ieve  



that there is waste and bureaucratic nonsense at city hall so that bud- 

gets could be cut. Frequently, opposition to tax rate increases will .  

be stated by prescribing efficiency: "They don't really need more 

money if they would wisely use the money they have," 

fits is a way of making visible the hidden benefits of usua. l ly  invisible 

Stressing bene- 

city prograiiisr If Downs is correct i.n his observation that: "every cit- 

izen believes that the actual government budget is too large in rc1.ation 

to the benefits he himself is deriving from it,fr38 then local officials 

should not be squeamish in consciously manipulating the benefit side of 

a proposal. 

Thus stressing benefits and not costs and leaving the tax-ser- 

vice nexus obscure are tactics which local officials might con side^-, 

Those voters who do not know their individual burden and want the par- 

ticular public good will support the referendum, Those who do not miit 

the benefit but have nothing to lose may stay home, but if they turn ouL 

there is less reason for negative voting, Those few citizens id10 

ferret out  the cost implications and make their own calculations w i l l  

vote their preferences, While an economic calculus approach may be 

suitable for gaining the cooperation of a small tax public, such an 

appeal is 'probably not suitable for building voter support. 

a city's financial imperative motivates the official, there is no 

reason for him to assume that segments of the public will have similar 

feelings. 

payoff appears only as increased taxes, 

the  community coalition, 

I 

Although 

Community coalitions are not likely to be built where the 

Benefits are the  cement of 



Selling public services and goods 

One way to avoid the public and still. get revenue is to a l l o w  

citizens to buy the public goods and services they desire. The public 

usually buys some portion of city output through devices such as per- 

mits, licenses, fees and service charges, These revenue sources have 

different names but have much the same characteristics: 1) the citizen 

has some discretion in his purchases; 2) he gets some benefit which 

others who do  not pay do not get; 

of production; and 4 )  the amount he pays is nominal and painless, 

3 )  he pays part of the city's cost 

For convenience, I will call these revenue sources user charges. The 

point I want to make is that if the local official manages his user 

charges with some finesse, these charges can become a lucrative source 

of hidden taxation. But there are limitations, as we w i l l  explore. 

For many economists user charges are an attractive source of 

financing because of the obvious parallel to the private market. Some 

economists, such as Brownlee, see limited opportunity for user charges, 39 

but others, such as Netzer, believe that there is a "significant poten- 

tial for greater and more sophisticated application of user-charge-type 

financing, I f4O 

concerns about (allocating resources efficiently, income distribution 

Along with economists' support for user charges come their 
! 

effects, and the benefit principle. All of these concerns converge in 

the choice of the government good for user-charge financing and in the 

determination of its price, 

At first glance the choice of which good to sell is easy. At 

the local level Qractically all services and goods could be financed 

from user charges because much of.thc local goverumentls output satis- 

Eies  "merit wants, lr4' Public education is a good example of a merit 



want where the ind iv idua l  b e n e f i t s  and could pay €or t h a t  benefi t .  

Once, however, a community decides t h a t  education i s  irnpoi.tant, not  

j u s t  t o  the individual  but  t o  the community a s  well, then i t .  bccoinca 

leg i t imate  t h a t  the property tax  pay f o r  t h e  ind iv idua l ' s  education, 

Publ ic  education i s  the  outcome of perceived soc ia l  benefi ts .  (Some 

might argue t h a t  with the current  campus unres t  t h e  soc-ial c o s t s  o u t -  

weigh the  benef i t s . )  We o f t e n  c rea t e  these soc ia l  benef i t s  by our 

own change of a t t i t u d e s ,  There i s  nothing inherent  i n  the na ture  of 

the good, education, which prevents a simple i d e n t i f i c a t i o n  of bene- 

f i t s  and charges with the individual .  

There a r e ,  of course, some goods which technical ly  involve 

c o l l e c t i v e  b e n e f i t s  and cos t s  but these a r c  not  a s  prevalent as one 

might think. ' Many of the serv ices  which loca l  governments provide, 

such as recrea t ion ,  po l ice  protect ion,  and f r e e  books have t h e i r  

analgous counterpar ts  i n  the pr iva te  sector .  Parks can be fenced. 

o f f ,  and f i r e  pro tec t ion  can r e v e r t  t o  an e a r l i e r  system of ind iv i -  

dual payment. Theore t ica l ly ,  hos t  o f  t h e  goods and services  which 

loca l  governments produce could be sold t o  the public, I suppose i f  

a survey were taken o f , t h e  provision of ambulance services  i n  our 

c i t i e s ,  ihe i n v e s t i g a t o r s  would f ind  a wide v a r i e t y  of f inancing and 
! 

a mix of public,  business,  and c h a r i t a b l e  or voluntary operators.  

The poin t  i s  t h a t  the serv ice  i s  s imi la r  but  the means of payment i s  

very much a funct ion of community a t t i t u d e s ,  

The c i t i z e n s  of a c0mmunit.y def ine what i s  public and w h g t  

i s  p r i v a t e  and within the publ ic  sec tor  they also define what may be 

sold and what i s  f ree .  

publ ic  goods or  the devising of methods t o  a l l o c a t e  cos ts ,  i t  i s  what 

Regardless of theorizing on the na2ure of 
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people expect of t h e i r  l o c a l  p o l i t i c a l  system which 1 - i m i t s  the  o f f i -  

c i a l ?  s choice of a good f o r  user--cha.rge financing. The o f f i c i a l  can 

4 in f luence  these expectat ions;  he does not  have t o  supine3.y accept  

them, but  he mus t  recognize t h a t  they e x i s t .  I n  any event t h e  case 

f o r  u s e r  charges i s  too o f t en  viewed a s  a problem of connecting bur- 

dens and bene f i t s ,  a s  a technica l  quest ion of 81locat ing cos ts  and 

d iv id ing  benef i t s .  

the  payer g e t s  the  b e n e f i t ,  o r  where resources a r e  properly ra t ioned ,  

The "per fec t"  l o c a l  user  charge i s  not  one where 

or  where there  a r e  no income d i s t r i b u t i o n  e f f ec t s .  For the l o c a l  

o f f i c i a l  the  pe r fec t  user  charge may have these  f ea tu res  but. of over- 

r i d i n g  importance t o  him i s  whether the publ ic  w i l l  r e s i s t  paying 

f o r  it. Pe r fec t  user  charges a r e  those which a r e  paid and br ing  

revenue t o  the  c i t y .  

After  the o f f i c i a l  decides on the good or  se rv ice ,  he must  

a l so  decide what price t o  charge, Many of the problems and opportu- . 

n i t i e s  of user  charges converge when p r i ce  i s  determined. 

i t  i s  tempting t o  suggest t h a t  l o c a l  o f f i c i a l s  should s t u d y  p r i c e  

e l a s t i c i t y  of demand and marginal. c o s t s  of contemplated user charges,, 

i t  i s  unl ike ly  t h a t  they w i l l  o r  can.42 Most l o c a l  o f f i c i a l s  a r e  in-  

deed c o s t  conscious (they l i k e  t o  c u t  c o s t s ) ,  bu t  they do not  know 

what t h e i r  output  cos ts .  

Although 

t 

The l o c a l  o f f i c i a l  be l ieves  that: the  c i t y  

should be reimbursed f o r  i t s  cos t s ,  bu t  i n  p rac t i ce  he can est imate  

only a f r a c t i o n  of them, I t  i s  no t  unusual t o  f ind  l o c a l  charges 

which have no t  been rev ised  f o r  t h i r t y  years  and the charge no longer 

covers the c o s t  of adminis ter ing i t ,  T h i s  lag i s  a resul t  of the  

t h r u s t  of local '  publ ic  accounting which i s  d i rec ted  towards cor rup-  

t i o n  con t ro l  and not  c o s t  information. R u t  f would n o t  suggest com- 



p l e t e l y  changing t h i s  accounting or ien ta t ion .  I f  a c i t y  i s  i n  thc 

u t i l i t y  business,  then i t  rill probably pay t o  i n s t a l l  cost  in for -  

mation systems because the revenue po ten t i a l  i s  considerab1.e. On 

the o ther  hand, I do n o t  see the value of an elaborate  cos t  accounting 

system t o  determine t h a t  the entrance f e e  t o  a museum s h o u l d  be twenty- 

4 3 

f i v e  cents ,  

s l i g h t  extension of the  prevai l ing loca l  pract ice .  

For most of the minor fees, p r i ce  can be dcterniiiied by a 

O f f i c i a l s  set  pr ices  by checking with o thcr  c i t i e s  and pro- 

f e s s iona l  organizations.  Such prac t ices  a r e  useful  shor tcu ts  to 

pr ice  determination but  there  i s  some danger t h a t  the pr ice  wi l l .  

become a f ixed standard unresponsive t o  changing cos t  conditions,  

Rather than j u s t  checking t o  f ind  out  what the neighboring c i t y  

charges,  perhaps i t  would be advantageous f o r  local. o f f i c i a l s  t o  

cooperate on an exchange of cos t  information. Pr ices  cou1.d then be 

set  by an.agreement which would provide, a t  a minimum, f o r  ful l .  cos t  

reimbursement t o  the var ious c i t i e s .  I do not  know about the lega l -  

i t y  of p r i ce  f i x i n g  by governdental u n i t s ,  but  ce r t a in ly  such an 

approach would reduce the o f f i c i a l ' s  f ea r  of losing customers t o  the 

competition, 
i 

Furthermore, the cur ren t  set  of p r a c t i c e s  contr ibutes  t o  an 

i l l u s i o n  of full payment. When he pays, the user assumes he i s  pay- 

ing f o r  the t o t a l  c o s t s  of the services;  he has no way of taking 
I 

i n t o  account the subsidy from other  tax sources. I f  the publ ic  golf  

course green f e e s  are only a f r a c t i o n  of t h e  pr iva te  courses', 

user i s  more l i k e l y  t o  i n t e r p r e t  the  d i f fe rence  a s  a matter of l e s se r  

the 

q u a l i t y  of se rv ice  f o r  the publ ic  course and not  as subsidizat ion by 

the  public f o r  the same qua l i ty ,  A s  long as loca l  o f f i c i a l s  a r e  
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goifig t o  incur some political and economic costs because they insti- 

tuke a uscr charge, it would be preferable from a revenue perspcctivc 

to get full payment rather than just the illusion of it. 

Full cost-reimbursement, however, is not enough. I n  some 

cases, local officials should attempt to set the price so that- they 

make a profit. 1 agree with Vickrey's statement: "If any spccific 

charges are t o  be made, they should in necrly all cases be designed 

in part to contribute to the public treasury over and above the 

amount that would flow in on the basis of charges strictly refJ.octiog 

marginal costs. It is seldom that one will find a charge thal: 

makes a profit, and when a city makes a profit i.t i s  more a matter of 

accident than design, Users generally do not l i k e  the idea of pziying 

more- just to enhance the city's bank account, They would prefer that 

thei-r cost. be commensurate with the benefit they receive becai.isc. sucli 

a profit would only be a hidden tax. True enough; so if taxes are  

hard to come by, why not have charges which are taxes? 

Furthermore, user charges provide an opportunity to g e t  t h e  

rich to'pay for services which the public subsidizes, 

is considered desirable if local governments concern themselves with 

providing goods and services, and allow the federal government to 

worry about income distribution and stabilization, 

Genera1l.y it 

L 

For local gov- 

ernments we should, as Brazer says, "regard effects on income distri- 

bution and stabilization as being incidental and unsought, to be 

avoided as much as possible. When this criteria of neutrality 

with respect to income distribution obstructs the local official in 

his gathering of revenue, however, he should ignore neutrality and 

let the federal government compensate for his actionsa Usually 



off ic iaJ-s  a r e  n o t  n e u t r a l  anyway, as they a f f e c t  income distxiLur:2on, 

i n  the name of equi ty ,  without lrnowing who i s  subsidizing whom.46 In  

r e c r e a t i o n a l  a c t i v i t i e s ,  f o r  example, they s e t  p r ices  low ertough 

(below cos t s )  t o  accommodate ch i ldren  and low-inc,ome €ami l ies ,  h u t  

t h i s  p r a c t i c e  o f t e n  favors  middle and upper income users. O f f i c i a l s  

could c o r r e c t  t h i s  p r a c t i c e  by having price discr iminat ion by income 

grouping which may be adminis t ra t ively d i f f i c m l t  but  i s  w r t h  trying. 

A t  the  very l e a s t ,  o f f i c i a l s  could discr iminate  by the type of scr- 

v i c e  o r  good. Marinas, golf courses,  and s a i l i n g  lessons could 

bear a higher charge because t h e i r  users  are mainly from the mi.ddle 

and upper income groups,47 

it  clear t h a t  I am not  making an argument fo r  economic equal i ty .  

What I a m  saying i s  t h a t  the r i c h  can and probably a re  wi l l ing  t o  

pay more than the poor and t h a t  l o c a l  o f f i c i a l s  should i n  t h i s  situ- 

a t i o n  increase f e e  schedules a t  least  u n t i l  the subsidy from general  

t axa t ion  i s  removed. The problem with the c r i t e r i a  of n e u t r a l i t y  i s  

Before leaving t h i s  point ,  1 want t o  make 

48 

t h a t  l o c a l  o f f i c i a l s  cannot be' n e u t r a l  when s e t t i n g  pr ices  f o r  the 

poor an2 i t  c e r t a i n l y  does not  pay t o  be n e u t r a l  when s e t t i n g  pr ices  

f o r  the r ich.  
! 
My a t t i t u d e  towards revenue maximization i s  not  constrained 

by pr inc ip les ,  but I o f f e r  the following pr inciple:  charge the highr 

es t  amount possible  s o  long as the o r ig ina l  purpose of t h e  public 

a c t i v i t y  i s  n o t  compromised or  destroyed. This i s  more than saying 

"charge what the t r a f f i c  w i l l  bear," because i t  implies t h a t  there  

are l imi t a t ions  related t o  p r i ces  which the  o f f i c i a l  has t o  consider. 

Price has t o  be compromised when. i t  c o n f l i c t s  with the purpose of 

the p u b l i c  a c t i v i t y o  If the c i t y  wants t o  perform i t s  recrea t iona l  



, 

objec t ive  f o r  kids  ( regard less  of t h e  d i s t r i b u t i o n  e f f e c t s )  and have 

a cool summer f o r  the community, the p r i ce  f o r  swimming shoul.cl be low 

enough t o  keep the k ids  i n  the pools and off  the s t r e e t s .  Sirciilarly, 

I do n o t  agree with those who recommend t h a t  charges should cover the 

full c o s t  of regulation.49 For  example, Stockfisch suggests that i n  

Los Angelcs fees be increased t o  cover the d e f i c i t  in animal regula- 

t i o n  and control.50 H e  does not  suggest just how hc would makc SIITC. 

the  dogs would be controll-ed, given the higher  fees. Sinoe many 

people i n  our c i t ies  are poor, the high 1i.ccnse f ee  p l u s  the cost  of 

a r a b i e s  shot  w i l l  discourage poor c i t i z e n s  from l icens ing  t h c i r  dogs. 

I f  animal cont ro l  has some known relatioi-i t o  publ ic  hea l th ,  then, per- 

haps, such charges should be lowered or  eliminated, There arc times 

when regula t ion  takes precedence over revenue maxitnization. 

Some goods have t o  have a nominal o r  zero pxice because the 

charges may a l i e n a t e  voter  s u p p o r t  f o r  general. t ax  and bond i ssues ,  

When contemplating rev is ions  t o  l o c a l  f ee  s t ruc tu res ,  the o f f i c i a l  

restricts h i s  a t t e n t i o n  t o  a p a r t i c u l a r  charge and service.  

problems of running a l o c a l  government are complex enough and i t  i s  

understandable why o f f i c i a l s  ignore possible  second-order e f f e c t s ,  

such as voter  support, But the cumulative e f f e c t s  on the voter  of 

The 

I 

, small charges may be ser ious,  

v o t e r s  may g e t  t h e - n o t i o n  t h a t  t h e i r  taxes pay f o r  nothing, and t h e i r  

After  being nickled and dimed t o  death,  

. t ies  t o  the loca l  p o l i t i c a l  system may be shaken, Thus o f f i c i a l s  

should avoid nuisance charges not  j u s t  because of adminis t ra t ive 

convenience but  because such a c t i o n  w i l l  avoid undermining voter  sup- 

p o r t  i n  the community. 

ing  i r r i t a t i o n ,  

Charges have t o  be hidden and not  cause l a s t -  

Nor i s  i t  p a r t i c u I a r l y  easy t o  s t a r t  charging f o r  



something which has been f ree .  I f  there  i s  a t r a d i t i o n  of f r e e  suil~ne~- 

band concerts  i n  the park, then i t  i s  probably not worthwhile t o  thjitk 

of ingenious t i c k e t  s e l l i n g  deviceso 

cu lar  a c t i v i t y  i s  attended mainly by non-residents,  then even an on-- 

On the other  hand i f  the pa r t j -  

going a c t i v i t y  can be charged. 

an elaborage garden sliow which a t t r a c t s  flower f anc ie r s  from all. over 

the s t a t e ;  then an admissions charge i s  f e a s i b l e  (once t h e  f e a r s  of 

l oca l  merchants are. assuaged) because the non-residents w i l l  be paying 

Suppose the park d e p r  ttnenL sponsors 

the f r e igh t .  

I n  order n o t  t o  make a l o t  of people unhappy a t  the same t h c ,  

a gradual,  s e l e c t i v e  approach t o  p r i ce  increases  i s  a useful  t a c t i c .  

One major advantage of user charges would be l o s t  i f  t h e  ].oca1 o f f i -  

c ia l  d i d  something t o  increase t h e i r  salience.  They should be paid 

without pain--once paid,  then forgotten-and the payment f o r  a ser -  

v ice  should n o t  l i nge r  i n  the c i t i z e n ' s  mniosy. However, a f t e r  an 

assessment by the o f f i c i a l  t h a t  a p a r t i c u l a r  charge can no Longer be 

raised, then. charging f o r  something new i s  a good way t o  proceed. 

I do n o t  completely agree with Vandermeulen when she says,  "new fees  

can e a s i l y  be devised, but they should be j u s t i f i e d  on the ground 

t h a t  they a r e  e i t h e r  a more equi tab le  or more e f f i c i e n t  way of r a i s -  

ing revenue than increasing the r a t e s  of present  levies .  ff5' The 

option of increasing e x i s t i n g  r a t e s  i s  n o t  always ava i lab le ,  and n e w  

fees may have t o  be adopted even i f  they are less e f f i c i e n t  and equi--  

table .  Local o f f i c i a l s  do not  have a v a i l a b l e  a . l a r g e  number of a l -  

t e rna t ive  revenue sourceso Sometimes the desperate dr ive  for money 

overr ides  important c r i t e r i a  such as e f f ic iency  arid equi ty ,  and 

l oca l  o f f i c i a l s ,  a s  I have sa id  before,  should n o t  f e e l  g u i l t y  j u s t  
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because they have t o  cope w i t h  an imperfect world. 

Thus,  user charges can be a pa in less  wap t o  increase rwciii?e 

i f  the l o c a l  o f f i c i a l  knows h i s  c o s t s ,  tries to  make a p r o f i t  with 

small ,  hidden prices, avoids c o n f l i c t  with the basic  purposes  of h i s  

organizat ion,  and a l s o  apprec ia tes  t he  interdependence between charges 

and general  tax support  by the v o t e r s  i r z  a conimun-jty. 

Giving the job t o  someone else 
_I- 

City o f f i c i a l s  can give up p a r t  of t h e i r  public business t o  

meet revenue exigencies.  For the l o c a l  o f f i c i a l ,  one of the oppor- 

t u n i t i e s  of our f ede ra l  system and fragmented loca l  government i s  thc 

exis tence  of other  publ ic  and p r i v a t e  organizations w h i c h  can assume 

municipal functions.  Another opportunity i s  t h a t  we change our ex- 

pecta t ions  about what these organizat ions should do, The rec ipe  f o r  

the  governmental marble cake keeps changing. For years  now scliool 

d i s t r ic t s  have been consol idat ing t o  provide more spec ia l ized  ser- 

v i c e s  and perhaps save a few do l l a r s .  Now there  a re  pressures f o r  

school d e c e n t r a l i z a t i o n  a s  people express demands f o r  neighborhood 

control .?  At: the  same time, there  a r e  those who would l i k e  the fed- 

e ra1  government t o  take over r e s p o n s i b i l i t y  €or such programs as 

education. 

d i r e c t l y  f o r  the services?52 

today's na t iona l  problem. 

i 

Why share  taxes  when the  f ede ra l  government can pay 

Yesterday's l o c a l  pioblem becomes 

Who performs which service i s  not  s t a t i c ,  

and c e r t a i n l y  what c i t i z e n s  expect and what o f f i c i a l s  do can determine 

what a public  organizat ion does, 

d e f i n i t i o n  of l o c a l  r e s p o n s i b i l i t y ,  

There i s  no absolute and unchanging 

Local o f f i c i a l s  can s h i f t  the  locus  of f inanc ia l  responsi-  



bility by encouraging the adoption of different boilndaries for the pel:- 

formance of local functions: pub'_ic health is a couiity problem; and wiLh 

the mobility of criminals why not consider p03.i.c~ protection it natioiiri:L 

problem. Oakland, for example, did not always have a public library and 

it may be that as the revenue straight-jacket gets tight.er, i t s  o f f i c j o i s  

will see some viftue in having the county or perhaps a privatc! orgurrfsa- 

tion provide library service, 

for what, local officials have an opportunity to give away a few jobs 

With the fluidity of who is responsible 

and build some budgetary slack, 

There are basically two ways to give away public sers-iccs: 

(1) create a new governmental unit to do the job or, ( 2 )  transfer the 

job to an existing governmental unit, Among those who arc concerned 

about local government, I do not thjnk there is much agrecr~ent 011 the 

wisdom of creating many new units, The Coinrnittee f o r  Ecoiromic Develop- 

ment, for example, recommended that: 'IThe number of local govcrnments 

i n  the United States, now about 80,000, should be reduced by at least 

80 percent.ff53 No doubt there are inefficiencies in so many small gov- 

ernments. 

government is beyond the citizen's comprehension. Indeed, it is with 

some temerity that I recommend more governments rather than less. Yet 

No doubt the existing balkanization and overlapping of local 

the same financial imperatives which, in part, created the present maze 

are still with US. One proponent, over a decade ago, thought authority 

financing was the answer, and his remarks are applicable today: "The 

municipal authority can step into the breach in the walls of municipal 

finance where constitutional and statutory debt and tax levy limitations 

and difficult-to-raise property assessments, make it impossible to 

carry on expznded and new functions through regular municipal 

financing, ., e The municipal authority a , e 



3.5 i 

. .:. i s  a p e r f e c t l y  . le .gal-at tempt  to  g e t  ou t -o f  the presciit 

,, 5 4  
f i n a n c i a l  s t r a i t j a c k e t  which s t a t e s  have fashioned f o r  munic ipa l i t i es ,  

More recent ly ,  Robert Wood suggested the c rea t ion  of new 

governments as  one p o l i t i c a l  opt ion f o r  financing 3.ocal governntcnt, 55 

Wood a lso  suggested ad jus t ing  assessments and f inding new sourccs of 

revenue, but  the c r e a t i o n  of new governments had a spec ia l  a p p ~ a l  t o  

him because the same revenue base can be tapped without politi.ca.3. 

repercussions.  The spec ia l  d i s t r i c t  can, i n  e f f e c t ,  r a i s e  the prop- 

e r t y  tax r a t e ,  something which l o c a l  o f f i c i a l s  are a f r a id  t o  do. 

Wood a l s o  q u i t e  c o r r e c t l y  pointed out  that :  

i a l  d i s t r i c t s  cannot be extended inde f in i t e ly ,  tapping and rehapping 

the same revenue sources t o  the point  of confiscation. 

"The c rea t ion  of spec- 

1t56 

Another problem with c rea t ing  new governments i s  not  t h a t  

taxpayers w i l l .  be unhappy becatise they a r e  p"ying t ~ o  much, but thnL 

taxpayers w i l l  become i n d i f f e r e n t  and not  pay enough. 

danger of f i s c a l  undernourishment f o r  all the  public organizat ions 

i n  an area  when there  a r e  too many governments. 

ment, t r a n s i t ,  schools,  f lood cont ro l ,  a i r  pol lut ion,  parks, the county, * 

and munic ipa l i t i es  a l l  feed off  the same revenue source, c i t i z e n s  can 

e a s i l y  g e t  confused as t o  who i s  doing what and withhold t h e i r  st ipport  

There i s  a 

e 

When mosquito abate- 

1 

L 

and i n t e r e s t ,  Municipal i t ies ,  i n  t h i s  fragmented s i t u a t i o n ,  may have 

t o  face  an i n d i f f e r e n t  and confused publ ic  f o r  tax support, 

spec ia l  d i s t r i c t s  may be b e t t e r  off :  they w i l l  be i n  a posit ioll  t o  

run themselves by keeping general  taxes down, by n o t  a l e r t i n g  the 

taxpayers, and by r e s o r t i n g  t o  public-avoidance t a c t i c s  such as CIO- 

ploying user charges and revenue'bonds. Other d i s t r i c t s ,  such as  

schools,  where publ ic  awareness i s  keen, may have trouble,  

Some 

Margolis, 



f o r  exampl.e, suggests t h a t  a single-purpose government will have 

more t rouble  gather ing voter  support than a government wh.i.c!i cc?m 

present  t o  the v o t e r s  a multipurpose package, As he s a y s ,  e 

the  single-purpose spec ia l  d is t r ic ts  may n o t  f j n d  tlietnselvcs with 

s u f f i c i e n t  f i s c a l  s t rength  t o  f u l f i l l  thei’r goals ,  u57 Floreovcr, i n  

a metropolitan area where there  a r e  many munic ipa l i t i es  and spec ia l  

d i s t r l c t s ,  c i t i z e n  preferences a r e  clouded, b e n e f i t s  amd cos t s  s p i l l  

over,  and the general  conclusion i s  t h a t  resources a r e  underallocated 

t o  the  loca l  publ ic  sector.58 There i s  a l s o  s t a t i s t i c a l  evidence 

t h a t  f o r  some loca l  funct ions,  the l a rge r  the number of ju r i sd ic t fo i i s  

(no t  including spec ia l  d i s t r i c t s )  i n  a county a rea ,  the lower the per 

59 c a p i t a  expenditures, 

Creating new governmental u n i t s  does have i t s  problems. Thc 

municipal i ty  may f r e e  resourccs f o r  the short-term by an arrangenent 

which may come back t o  haunt i t  i n  the fu ture ,  Therefore, i n  s i t ua -  

t i ons  where there  i s  already a m u l t i p l i c i t y  of governments i n  an 

areg, i t  would be preferab le  f o r  l o c a l  o f f i c i a l s  t o  adopt  the  sec- 

1 

ond t a c t i c  and t r y  t r a n s f e r r i n g  the j o b  t o  one of the e x i s t i n g  units. 

Such t r a n s f e r s  may involve piecemeal consol idat ion with other local  
! 
t 

u n i t s ,  or a surrender t o  the  p r i v a t e  sec to r ,  o r  an emphasis on con- 

t r a c t u a l  and franchise devices,  or  perhaps an assumption of respon- 

s i b i l i t y  by neighborhood groups. 

Opportunism i s  important i n  e f f e c t i n g  t ransfers ,  Suppose a 

l a rge  regional  or  s ta te  park wants some land t o  expand i t s  serv ice  

area, and the c i t y  has been maintaining an expensive r e c r e a t i o n a l  

and park a rea  i n  the proximity of the s t a t e  park. 

i s  there  t o  g e t  out  of the park business,  g e t  some cash from the 

What b e t t e r  time 

r e a l  e s t a t e  s a l e ,  and g e t  r i d  of an operating headache? Suppose 



the  county i s  i n  the h e a l t h  business,  but  the c i t y  i s  st-.ill jn\pc:ctji)g 

ki tchcns f o r  permi t  pui-poscse 

t i ons  and ge t  the c i t y  out of the hea l th  business? Perhaps the scl!::.~J 

d i s t r i c t  would want t o  run the c i t y ' s  swimming pools. The c i v i c  o u d j  t-- 

orium could a l s o  become a p r iva t e  theater .  Garbage col l ec t jon ,  r a the r  

Why not  pay t h e  county t o  d o  thc jnspcc- 

than incurr ing c i t y  c o s t s ,  could becomc a reveiluc device when a fran- 

ch ise  i s  sold t o  a p r i v a t e  contractor .  A neighborhood group may pre- 

f e r  t o  undertake the sponsorship of a branch l i b r a r y  rathex than see 

i t s  door~s shut t o  t h e i r  children. In a l l  these cases,  the recjpicizl; 

f e e l s  he i s  benef i t ing  from the t ransfer .  

i s  another man's t ranspor ta t ion ,  

One rnanls white clepliant 

I am not  suggesting t h a t  the c i t y  give away aL1 its j o b s  and 

On the contrary,  I would prefer  that. c i t i e s  hac! go out  of business. 

s u f f i c i e n t  resources t o  do more, n o t  l e s s ,  B u t  s ince they .a re  f i s -  

c a l l y  constrained,  l o c a l  officj.al-s could g e t  r i d  of those jobs  which 

they do out  of h a b i t  and which do n o t  r e f l e c t  any c i t i z e n  demand f o r  

city provis ion of tk p a r t i c u l a r  service.  Why should a c i t y  ma.in- 

t a i n  a la rge  park system f o r  regional  use when i t  does n o t  have the 

money f o r  t o t  l o t s  which i t s  c i t i z e n s  want? In any event, i t  would 

be a good exerc ise  f o r  l oca l  o f f i c i a l s  t o  go through: how relevant. 

are the  c i t y ' s  a c t i v i t i e s  t o  i t s  c i t i z e n s ?  Perhaps another organiza- 

t i o n a l  u n i t  i s  i n  a b e t t e r  p o s i t i o n  t o  meet c i t i z e n  demands than i s  

the  c i t y ,  Revenue needs, however, should not  be the only consider- 

a t ion.  When contemplating piecemeal consol idat ion,  o f f i c i a l s  shou1.d 

consider p o l i t i c a l  and economic s c a l e  questions asi well. They should 

consider the e f f e c t  of giving away a j o b  on c i t i z e n  p o l i t i c a l  

pa r t i c ipa t ion ,  on the responsiveness of l oca l  ins t . i tu t ions ,  on 

t h e i r  own capacity t o  a c t  as p o l i t i c a l  l eaders ,  and a l s o  on the 



e f f i c i e n t  use of resources . .  A l i t t l e  L i t  of caution i n  giviug iI;? 

jobs i s  wise, a s  i t  may be eas i e r  t o  give cs j ob  away than t o  ge t  i t  

back, 

The mul t ip le  a_proach 
I 

I n  aclditioii t o  s e l l i n g  and giv;.ng amy serv ices ,  the loca l  

of f ic ia l .  can use i n d i r e c t  taxes as pne way t o  avoid the puhl.ic, 

P a r t i c u l a r l y  once a sales  tax i s  i n  the e x i s t i n g  stz-uctur-e, tIien 

excise  taxes f o r  other  commodities and serv ices  a rc  r e l a t i v e l y  ensy 

t o  es tab l i sh .  Consumption of u t i l i t i e s ,  entertniiimcnt, ho tc l  roomsp 

~ drinking and smoking can a l l  be taxed, The l i n k  t o  the s a l e s  Lax 

can determine the r a t e ,  which can a l s o  be r a i sed ,  almost autoniatically,  

a s  the sales t ax  increases.  Such taxes may h i t  the poor ha?:dcr than 

the r ich .  Whether o r  no t  they arc regressjve i s  rcZatively uiilmport- 

a n t  a s  long a s  the taxes  a r e  nominal and do n o t  hurt .  I n  Oaklmd, 

f o r  example, a family with $6,000 annual gross  income h 7 ~ y l d  pay l e s s  

than one-half of one percent df t h e i r  income f o r  both the C i t y ' s  

sewer serv ice  charge arid u t i l i  t ies consumption tax, 

designed, such small excises  a r e  n o t  f e l t ,  the tax  publ ic  remains 

When properly 

i 

small, and regard less  of the o r ig ina l  j u s t i f i c a t i o n  of the tax, i t  

can be used f o r  general  expenditure purposes. 

Devices such as  user charges and i n d i r e c t  taxes keep the tax 

s t r u c t u r e  complex and fragmented, which i n  turn  contr ibutes  t o  the 

i l l u s i o n  of pa in less  taxation. One problem with the public-avoid- 

aace or  pa in less  approach i s  t h a t  the taxpayer may soon begin t o  f e e l  

a cumulative pain. 

d i ca t e s  that. we may be approaching t h a t  pain threshold: 

Lyle F i t ch ' s  descr ip t ion  of the loca l  scer~e  in- 

"Lacal govern- 
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r 

mcnts, within tire generally narrow confines of statc-5rnpowd rcstr i - 
tions, have shown considerable ingenuity in tapping p007.s of potcn- 

tial revenue, however small; few things on l a n d ,  sea, or in the a.i.rs 

from pleasures and palaces t o  loaves and fishes, escape taxation 

solnewher e , ,I 60 

Another problem with the  painless approach j s  that it en- 

courages small tax publics, The few citizens who pay attention to 

taxes may gain favorable rate schedules or measures of tax liability. 

They pay, but relative to the rest of the p u b l i c ,  they may pay less, 

The public of course does not realize that there is tax diucrimiua-. 

tion and keeps paying without complaint, Corisidcrj.ng the impcrativcs 

of the revenue situation, it may be that such minor discrimination is 

a small cost to pay for overcoming resistance. 

Probably more critical is that the approach does not providc 

enough resources. It maintains; it does not provide the  resources 

to expand or cope with today's significant social and economic prob- 

lems, In other words, public officials can use the approach to meet 

the next round of salary demands, Yet many of the publ-ic's demands 

will not be met, as there will be nothing left for lighting, curbs, 
! 

library service, and recreational facilities. 

of our cities, officials will have to take a multiple approach, The 

official will try to get outside funds; he will avoid the public. and 

Therefore, f o r  many 

work with the small tax publics for small tax increases; and he will 

seek the support of the community for large revenue increases, 

The multiple approach means that officials would have enough 

For example, money to start the piecemeal rebuilding of our cities. 

in Oakland, $20 million a year in extra funds could significantly 



improve conditions.  Such P sum i s  about one-third of t h e  C i t y  of  

Oalcland' s 1970 budget and would provide the r e so~rc . c s  t o  j n i p f c w p  

t r a d i t i o n a l  se rv ices  , t o  innovate i n  the methods of del.ivcring ser- 

vices ,  :and t o  expand i n t o  new serv ice  areas, Of course, off.i.cials 

and c i t i z e n s  would have t o  be w i l l i n g  t o  i n c k a s e  t h e i r  taxes, but  

$20 mil l ioi i  could be obtained by adopting a municipal. income t a x  

($12. mil-li.on), r a i s i n g  the property t a x  ( $ 5  mil.lion), and adding rtev, 

but  pa in less  exc ises  ($.3 mill ion) .  Moreover , i f  tax-shai-ing becane 

a r e a l i t y  and o f f i c i a l s  received enough money t o  cover the trsual 

annual increases  i n  operat ing cos t s ,  then Oakl.~ind would  be 3-11 f i s -  

c a l  shape t o  s t a r t  i t s  f ace - l i f t i ng .  

What the rnultiple approach means opera t iona l ly  i s  t h a t  pub- 

l i c  o f f i c i a l s  w i l l  have t o  become r i sk - t ake r s ,  

gamble Qn a local  incoine tax,  or bonds, o r  aven,.waising the property 

t ax  rate. Unfortunately,  high t ax  r a t e s  are o f t e n  taken a s  an incli- 

ca to r  of an i n e f f i c i e n t  adminis t ra t ion and o f f i c i a l s  a r e  embarrassed 

when t h e i r  r a t e s  are the h'ighest i n  the s t a t e .  

p a t h e t i c  with the  psychological hurdle which o f f i c i a l s  m u s t  surmount 

i f  r a t e s  a r e  t o  be raised.  But there  i s  a l so  a defeatism i n  waiting 

f o r  things to  g e t  worse before they g e t  be t t e r .  

They may have t o  

I am c e r t a i n l y  sym- 

! 
I 

The property t a x  

r a t e  can be r a i s e d  without a crisis,  and i f  local. o f f i c i a l s  doubt 

t h i s ,  they have only t o  look back t h i r t y  years  i n  t h e i r  own record 

books'to see. The p o l i t i c a l  l i m i t  on the property t a x  i s  mostly a 

psychological l i m i t  t h a t  can be overcome i f  l oca l  o f f i c i a l s  a r e  

w i l l i n g  t o  take ac t ion ,  S imi la r ly ,  bonds can be passed. Ci t izens  

who remember the Depression and urge pay-as-you-go financing do not  

apprec ia te  i t s  l imi t a t ions ,  Cer ta in ly  pay-as-you-go financing can 
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reduce the r i s k  of r e c k l e s s  spending, save i n t e r e s t ,  and perhaps 

a t t r a c t  industry,  61 But a t  the same time, the postpoi-mment o€ cap- 

i t a 1  improvements can pressure the t ax  r a t e  by incvrr ing incre;rsed 

maintenence and operat ing cos ts .  

i n  a v ic ious  c i r c l e  i n  which there  i s  not  enough s lack in the bud- 

g e t  t o  f inance capita.1. improvements, so  they a r e  deferred,  maintcn- 

ance goes u p ,  and budgetary s l a c k  is  fu r the r  reduced. 

s i t u a t i o n ,  o f f i c i a l s  of c i t i e s  with exce l len t  bond r a t i n g s  s h o u l d  

c e r t a i n l y  make the attempt t o  bui ld  c o a l i t i o n s  t o  pass bonds. 

Poor c i t i es  may f i n d  themselves 

I n  such a 

Cone lus i on 

Throughout my discussion,  I have argued froin two premises: 

(1) revenue naximization i s  a c r i t e r i o n  of primary importance; and 

( 2 )  revenue maximization i s  accomplished by l o c a l  actj-on, Obvious1.y 

o ther  c r i t e r i a  such as e f f i c i e n c y  and equi ty  should a l s o  be consider- 

ed ,  and c e r t a i n l y  there  may, indeed, be v iab le  a l t e r n a t i v e s  t o  loca l  

act ion.  It seems hardly any advice a t  a11 t o  suggest t h a t  what 

appears as a f i s c a l  c r i s i s  i s  i n  r e a l i t y  a cr is is  of p o l i t i c a 2  lead- 

ership.  'Some o f f i c i a l s  would probably p r e f e r  a suggestion f o r  a new 

tax resource which could e a s i l y  g a i n  publ ic  acceptance and br ing i n  

a g r e a t  deal of revenue. 

! 

Although I have made a f e w  suggestions,  none of them is new, 

and none of them could be new because most of the options a v a i l a b l e  

t o  l o c a l  officials have already been discussed f o r  years. As long 

as we continue t o  def ine  f i s c a l  r e a l i t y  so l e ly  i n  economic and re-  

source terms, innovative suggestions w i l l  n o t  appear. Poli  i:ical 

a c i e n t i s t s  could help by conducting relevant  policy research. 
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Spec i f i ca l ly ,  we need t o  understand the conditioiis f o r  c i t i z e n  s u p p ~ r t  

of taxes. When w i l l  e l i tes  and the  general. publ ic  s u p p o r t  revcnuc: 

i s sues?  I f  the condi t ions f o r  tax  support a r e  haphazard a n d  subject 

t o  the  vagaries  of the  c i t i z e n ' s  upset  stornach, should refcreudums 

be el iminated? 

port ing t a x  increases  or  i s  such support grounded i n  s p e c i f i c  po!.icy 

i s sues?  To answer these questions,  we need q u a n t i t a t i v c  measures of 

Do sone c i t i z e n s  have a general- propensity for  suy- 

t ax  support  which s c a l e  the scope and depth of c i t i z e n  support, 

a l s o  need t o  understand how the s t r u c t u r e  of the pol . i t ical  system 

a f f e c t s  the kinds of taxes which a r e  levied on i t s  c i t i zens .  Do 

We 

c i t i e s  w i t h o u t  much p o l i t i c a l  muscle r e l y  more on i n d i r e c t  r a the r  

than d i r e c t  forms of f iiiancing? 

s t r u c t u r e s ,  may not  be able  t o  u s e  the income t ax  while strolig 

mayor c i t i e s  may be ab le  t o  i n s t a l l  a l o c a l  income tax  o r  use other 

d i rec t  means of financing, O r  i s  the choice of t a x  t a c t i c s  a func- 

t i o n  of p o l i t i c a l  leadership r a t h e r  than p o l i t i c a l  s t ruc tu re?  

C i t i e s ,  lacking strong pol.iti.ca1. 

Aggres- 

s i v e  leaders  may prefer  direct  ways of coping w i t h  the publ ic  while 

passive leaders  may prefer  i n d i r e c t  ways. A t  l e a s t ,  we couLd in-  

v e s t i g a t e  whether o f f i c i a l s  a r e  turned out  of o f f i c e  a f t e r  they have 

increased the tax  burden, 
i 

I f  the resul ts  were negative,  then o f f i -  

c i a l s  would n o t  be so  a f r a i d  of r a i s i n g  the property tax. 

P o l i t i c s  m u s t  become a more s i g n i f i c a n t  pa r t  of the p i c t u r e  

of f i s c a l  r e a l i t y ,  Right now the p o l i t i c s  of l oca l  revenue i s  mostly 

a non-pol i t ics  which requi res  the replacement of acquiescence with 

concern and p o l i t i c a l  s k i l l  by both leaders  and c i t i zens ,  As Har- 

l an  Cleveland so  Aptly put it: 

they j u s t  think they a r e c  

'.'Local governments a r e  n o t  broke; 

Our metropolitan c i t i e s  and suburbs are  



bankrupt ,  all r i g h t ,  but n o t  j.1) resources. They are hanl;rupt, nlosi: 

of t h e m ,  i n  imaginat ion,  organiza t ion ,  leadershj n and wj , ,62 

I 
i 
4 .  
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