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This report describes tax revenues in fiscal year

1968 and tax legislation enacted during the calenéar year 1968, for
all 50 States. The amount and percent of the total for major sources
of tax revenue dauring fiscal 1968 are listed by State as are the
amount per capita and percent change in the States' total tax
revenues from 1967 to 1968. Major tax legislation, tax rates, and
general provisions are listed, by State, for the following tax

revenue categories:

(1) Sales, (2) tobacco, (3) alcoholic beverages,

(4) gasoline, and (5) individual and corporate income. Summary tables
rank each State on the basis of population, total personal income,
total State tax revenue, tax revenus as a percent of personal income;
and by general revenue, property tax revenue, and expenditure for
education, per $1,000 of personal income. Related documents are EA
002 525 and EA 002 800. (JH)
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STATE TAXES IN 1968

FOR. AN ELECTION year and off year in state legisla-
tures, the 1968 record of taxes enacted was heavy.
The pressure for additional state tax revenue forced
the consideration of tax legislation in nearly all
of the 24 state legislatures which met in regular
session during 1968. The resulting tax activity
produced a variety of increased taxes with particu-
lar emphasis on general and special excise taxes.
These actions are estimated to add $1.2 billion a
year to state tax revenues.

Although no new broad-based income or general
sales taxes were enacted in 1968, 29 rate increases
in state sales, income, and selected excise taxes
(alcoholic beverages, cigarettes, and motor fuel)
occurred in 14 states and the District of Columbia.
Four states--Florida, Kentucky, Mississippi, and
Texas--and the District of Columbia increased sales
tax rates. Five states--Maryland, Mississippi, New
Jersey, New York, and Rhode Island--and the District
of Columbia levied higher personal or corporate in-
come taxes. Many state legislatures did not meet
in 1968. However, some important tax measures were
enacted by those that did meet, and others were ap-
proved ir voter raferendums.

In fiscal 1968,11 tax collections increased at
a record rate. Total state tax collections rose
from $31.9 billion in 1967 to $36.4 billion in 1968,
an increase of 14.0 percent. This revenue increase
of $4.5 billion is more than a billion dollars
higher than the increase for any previous year. In
contrast, the increase in tax collections from 1966
to 1967 was $2.5 billion, or 8.6 percent. This in-
crease may also be examined with regard to rates of
increases in the Gross National Product which rose
7.0 percent from the previous fiscal 1967 high of
$768.5 billion to $822.6 billion in 1968, in com-
pariscn to an increase of 7.5 percent between 1966
and 1967 fiscal years. Total reveanues from state
taxes have more tkan doubled since 196C when they
produced $18.0 billion (Table 1).

The growth rate ia tax collections and in state
eneral revenue (which had increased 13.6 percent

1966), together with an expansion in government

' 1/ Fiscal year data are for the state fiscal
years ended June 30, 1968, except for three states
with other closing dates (Alabamna, September 30;
New York, March 31; Texas, August 31).
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TABLE 1.--STATE TAX REVENUE, 1958-19682/
Anount of Amount
increase per
Fiscal Total over Per- $1,0090
ear amount previous capita of per-
y (millions) amount P
year sonal
(millions) income
1 2 3 4 5
1958 .e.... $14,919 $ 388 §85.50 $41.98
1959 ...... 15,848 929 90.18 41.95
1960 ...... 18,036 2,188 100.64 45.46
1961 ...... 19,057 1,021 104.60 46.19
1962 ...... 20,561 1,504 112.81  49.83
1963 ... 22,117 1,556 117.76  50.56
1964 ceeee. 24,243 2,126 127.24 52.82
1665 ceeee. 26,127 1,884 135.36 53.52
1966 «ee... 29,388 3,261 150.60 55.52
1967 cevene 31,929b/ 2,541 162.01c/ 55.31
1968 «.....  36,414— 4,485 182.94— 58.57

and 1968.

Source:

U.S. Department of Commerce, Bureau of the Cen-
sus. State Tax Collections in 1962, 1964, 1966,
Series G-SF62-No. 3, G-SF64-No. 3, GF66-
No. 8, and GF68-No. 1, Washington, D.C.: U.S.
Government Printing Office, 1962, 1964, 1966, and
1968.

a/ Amounts for the fisccl year 1958 are 48-state
totals; for 1959, 49-state totals; and for 1960
through 1968, 50-state totals.

b/ Preliminary.

c/ Based on estimates of population as of Julyl,
1968.
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services, contributed to state expenditures exceed-
ing revenue receipts for the sccond time since 1963.
Expenditures consumed general state revenues and
existing surpluses, resulting in an excess of $1.3
billion in expenditures over revenue.

In 1968, general revenue receipte increased
13.6 percent to $59.1 billion; but state general
expenditures increased at almost as fast a rate,
13.3 percent over 1967 to $60.4 billion, thereby re-
sulting in a deficit. An expansion of state serv-
ices, particularly in education and in public wel-~
fare, contributed heavily to the deficit. Property
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TABLE 2,--STATE TAX COLLECTIONS, BY TYPE OF TAX

é/ Perceut change Percent Amount Nunber of
Source Amount (millions) 1967 1966 distri- per states
1968 1967 to to bution, capita, using tax,
1968 1967 1968 1968b/ fiscal 1968
1 2 3 4 5 6 7 8 3
¢/ %
Total collections™ ...eeee. $36,414 $31,929 14,0% 8.6% 100,07 $182.94 .o E
3
Sales and gross receipts.... 20,976 18,575 12,9 9.0 57.6 105,38 590 ;
General uueeeeeeeesseenes 10,440 8,923  17.0  13.3 28.7 52,45 4 :
SeleCtiVe weveveeeseesssss 10,536 9,652 9.2 5.3 28.9 52.93 50 ]
¢
Motor fuelS .eeeeccecees 5,178 4,837 7.0 4,5 14,2 26,01 50 3
Alcoholic beverages ,... 1,138 1,041 9.3 5.7 3.1 5.72 50 E
Tobacco products ..eeeee 1,886 1,615 16.8 4,7 5.2 9.47 49
INSurance c.eecececececse 924 877 5.3 8.0 2,5 4,04 50
Public utilities ,.eeee. 664 600 10,8 8.7 1.8 3.34 40
other 0000000020000 000s 745 682 9.3 4.6 2.0 3.74 44
Licenses 9000000 ICOOOOGIOIOGEOSIOSIISTTS 3’852 3’628 6.2 3.8 10.6 19.35 50
Motor vehicles and ; p ;
operators licenses ..cece. 2,484 2,313 20,7 ) 8.3 6.8 12 .47 590 :
Corporations in general ., 575 610 =5.7 8.8 1.6 2,89 50 %
Alcoholic beverages ,..... 143 141 1.5 4.3 0.4 0.72 49 2
]
Other 0 00 00000000000 C¢COTOS 650 563 15.4 g/ 1.8 3.27 50 j:
Inccmeg/ ®0000000000000er0 00 8’768 7’136 22'9 12.5 24.1 44.05 41
Individ,‘-al ®00NGOOGOIOIOOSIOSOIISTS 6’249 4’909 27.3 14.1 17.2 31.40 36
Corporation ®0 000 0scscssssss 2’519 2’227 13.1 9.3 6.9 12.65 40
Property LA R NN NNENNENENNEENENNY] 912 862 5.9 3.4 2.5 4.58 44
Death and gift ,.ceeeececces 872 795 9.6 -1.6 2.4 4,38 49
Severance LA R R NN NNNNNNNERENNNN) 618 577 7.2 5.8 1.7 3.11 29
Other 0000000000 CSSIOSIVYVOOOOTOS 416 357 16.6 10.5 1.1 2.09 32
Source:

U.S, Department of Commerce, Bureau of the Census, State Tax Collections iu 1968, Series GF68-No, 1,
Washington, D,C,: U,S, Government Printing Office, December 1968, P. 6.

a/ Data for 1968 are preliminary; datz ior 1967 are revised,

b/ Based on estimates of population as of July 1, 1968,

¢/ Amounts may not add to totals shown because of rounding,

d/ Less than 0,05 percent increase,

g/ Individual income tax figures include corporation income tax amounts for New Mexico for both years.
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tax revenue continues to carry the burden for new
gchool revenue; the new state revenue monies exceed-
ed those of new local revenue monies in the past
year. State expenditures for education during 1968
increased 14.4 percent to $24.3 billion; of this
amount, $13.3 billion was spent in state aid %o pub-
lic schools and $9.0 billion was spent :or higher
education. Public welfare expenditures increased
20.3 percent to a total of $8.6 billion.

As state and local government expenditures con-
tinue their rapid growth, legislators must take cog-
nizance of the necessity to finance such expansion.
Hence, the increasing costs force legislators to
find new sources of revenue while seeking more
equitable tax liabilities. States have increazsed
tax rates, broadened tax exemptions, made liability
changes, cnacted tax credits, and effected measures
to make property and sales taxes less regressive.
One continuing trend has been to permit local govern-
ments an increasing role in imposing local nonprop-
erty taxes.

This report deals with tax revenues in fiscal
1968 and state tax legislation enacted during the
calendar year 1968. The main sources of informa-
tion on legislation were the Commerce Clearing House
publications, State Tax Guide, State Tax Reporter,
and State Tax Review, and the Prentice-Hall publica-
tion, State and Local Taxes. Data on tax collec-
tions and government finances were from the annual
reports of the Bureau of the Census.

Highlights

¢ 411 major sources of tax revenue increased
during fiscal 1968 (Table 2). iIndividual
income taxes showed the greatest zain with
a 27.3 percent increase, to $6.2 billion.
Motor vehicle and operator license taxes,
which totaled aliost $2.5 billion, were up
20.7 percent over the previous year.

Close behind were the general sales taxes
with a 17.0 percent increase, to $10.4 bil-
lion. General sales taxes, which still ac-
count for more than one-fourth (28.7 perceat)
of total collections were also the best
source of rzsvenue for 32 states.

e Tobacco taxes rose 16.8 percent to almost
$1.9 billion; corporation income taxes, 13.1
percent to $2.5 billion; slcholic beverage
taxes, 9.3 percent to $1.1 billion; and motor
fuel taxes, 7.0 percent to almost $5.2 bil-
lion.

e All states collected more tax revenue in
fiscal 1968 tnan in fiscal 1967. The number
of states which had an increase of less than
6 percent from the previous year decreased
from 19 to 10. Nebraska had the greatest
increase, 42.2 percent. Eight other states--
California, Illinois, Maryland, MIchigan,
Hinnesota, Nevads, Ohio, and Wyoming--had
substantial increases ranging from 18.0 to
33.8 percent (Table 3).

e For the fifth consecutive year, state tax
collections exceeded local tax collections.

State revenues yielded $36.4 billion, up
14.0 percent from the 1967 collections of
$31.9 billion, while local levies produced
$32.5 billion, a rise of 12.4 percent over
the 1967 figure of $28.9 billion. The trend
of state collections surpassing the local
began in 1964. The previcus year (1963) the
local revenues of $22.2 billion exceeded tne
state collections of $22.1 billion. The fol-
lowing year, the states and localities re-
versed positions, with state tax revenue of
$24.2 billion surpassing the local tax col-
lections of $23.5 billion. Thereafter,
state tax collections exceeded local tax
coilections with the largest difference oc-
curring in 1968 when state taxes exceecded
local taxes by $3.9 billion.

e State legislatures in 1968 followed the pat-
tern of tapping old, established sources of
revenue rather than imposing new levies.
Seven states increased rates on cigarettes;
5 plus the District of Columbia, rates on
corporate income; 3 plus the District of
Columbia, rates on personal income; 4 plus
the District of Columbia, rates on general
sales; 5, rates on gasoline; and 2, rates
on alcoholic beverages.

e Currently all states tax gasoline and alco-
holic beverages in some form. Only North
Carolina does not tax cigarettes. Six
states do not tax general sales; 12, per-
sonal inccome; and 10, corporate income.

State Comparisons2

Whiie state tax yields are influenced by under-
lying economic trends, sharp year-to-year changes
in amounts for individual states generally reflect
also the effect of legal changes in the base, rate,
or timing of collection of particular major taxes.

Some increase in total tait revenue from the
preceding fiscal year is reported by Table 3 for all
the states, 1In 1967, 19 states snowed an increase
of less than 6 percent; in 1968, 10 states. The
five states showing the greatest percentage rise in
state tax revenue from the preceding fiscal year
were as follows:

Percent increase,
3967 to 1968

Nebraska ..covevennnns 42.2%
California ....eveunes 33.8
Wyoming ...eevivnnsene 24,2
Minnesota ...ceieeesse 23.5
Michigan ....cceevenes 23.2

2/ Adapted and partially quoted from: U.S.
Department of Commerce, Bureau of the Census.
State Tax Collections in 1968. Series GF68-Wo. 1.

Washington, D.C.: Government Printing Office, De-
cember 1968. p. 1-3.
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TABLE 3,~-STATE TAX COLLECTIONS, BY STATE AND TYPE OF TAX, 1968 -
(Columns 2-7 in thousands of dollars)

Percent. A
Sales aud change, wount
State gross Incomei/ Licenses Others Total, 19682/ Total, 1967 1967 per
receipts to igp1;7’
. _ 1968 68
1 2 3 4 5 6 7 8 9

50 States ..evevececse $20,975,536 $8,768,042 $3,851,997 $2,518,89% $36,414,469 $31,926,135 14,0% $182,94

Alabama L..ceeecveccee 264,722 94,758 46,346 25,836 531,662 483,064 10.1 149,0%
Ala8K3 voivevcecvenooe 16,291 26,464 11,598 6,049 60,402 58,169 3.8 218,06
ATIZONA eervrcncocneoe 185,627 47,613 24,256 48,420 315,916 298,535 5.8 189,17
ATKBNSES vevevevcoceoe 193,290 51,149 38,uU86 7,019 289,644 283,896 2,0 143,96
California eeeeeevenes 2,478,603 1,530,425 307,891 346,450 4,663,359 3,485,125 33.8 262,52
C010Tad0 .evvecccccnee 195,341 117,762 35,407 12,741 361,251 335,715 7.5 176.39
CONRecticut vevevecees 350,583 79,846 41,050 38,347 499,826 468,154 6.8 168.92
DelaWire eeececsececes 34,829 66,132 35,633 8,195 144,789 140,125 3.3 271.14
F1Oride eeeecesccccces 751,817 cos 149,459 71,854 973,130 376,821 11,0 157.98
Georgia veecesersceces 502,293 182,303 42,804 9,871 737,181 667,847 10,4 160,68
Hawoii cececcccevecese 156,057 81,508 3,218 1,872 242,655 220,111 10,2 311,90
Tdoho ceeeeccococceses 69,246 42,827 22,931 1,984 136,788 128,534 6.4 194,03
I11iN018 vevecoccooces 1,438,GC99 nee 215,573 46,962 3,730,634 1,450,326 19.3 157.70
TNAiONa veeeececoccces 535,054 173,922 68,858 40,318 819,152 771,300 6.2 161.66
TOWA cevecccccccsccces 301,956 103,638 77,965 18,894 502,453 452,762 11,0 182.84
KONBAS eeoceccsccccses 216,198 82,534 40,976 17,337 357,045 355,165 9.5 155.03
Kentucky eeeeececcesee 315,674 125,795 21,661 36,185 509,316 465,707 9.4 157.73
LOUISTANG eeveccososes 339,962 73,817 60,5628 266,029 740,436 690,439 7.2 196.40
MAIiNe veeeccccoccscces 117,219 cot 21,299 7,627 146,145 132,524 10,3 149.28
Maryland ceeeecececsee 361,394 325,847 47,981 35,146 771,368 641,433 20,3 205,31
M2SSachuSelts ceeecees 448,539 476,0149/ 67,492§/ 41,318 1,033,363 953,669 8.4 190,06
Michigan ..ceevecccoee 1,136,805 303,348 247,824 197,652 1,885,629 1,530,806 23.2 215.75
MINNESOLa e.ceeccccses 329,003 338,512 76,219 71,388 815,122 660,112 23.5 223,57
MisSiSSIPPL eeeeccecccse 251,129 28.494 25,831 17,066 322,520 307,909 4.7 137.71 .
MiSSOUrL eeieccccocces 425,137 131,404 85,747 14,679 656,967 615,082 6.8 141.99
MONLANA cevescocococose 40,613 36,903 13,852 13,605 104,973 92,823 13.1 151.48
Nebraska eececvecccsecs 145,493 14,835 19,924 13,725 193,977 130,459 42,2 134.99
Nevada ceeceeccccccces 83,500 “ee 14,005 6,023 103,528 87,236 18.7 228,54
New Hampshire coceeees 48,241 2,689 16,070 8,261 75,261 65,181 13,7 107,21
New Jersey veeeeeccoss 609,454 88,536 178,872 77,092 953,954 233,964 14.4 134.78
New MeXiCO vevevcecces 122,636 12,433 28,81% 46,252 217,137 205,765 5.5 213,93
New YOrK vevevevecoson 1,561,816 2,200,207 327,783 357,359 4,447,165 4,056,275 9.6 245,52
North C5roling eeeeve. 461,866 313,437 28,570 36,277 900,150 840,712 7.1 175,30
North Dakotd eseeeceees 61,073 16,945 18,002 -,436 101,456 86,628 17,1 162,33
OhiO ceceaveccccccsans 1,045,904 con 249,520 74,792 1,370,216 1,157,817 18,0 129,38
Ok1lahoma cececcecccccee 232,310 65,602 70,393 59,197 427,502 401,030 6.6 169,78
OYegon .eececesccsceces 82,477 175,544 55,088 11,688 324,797 322,742 0.7 161.75
Penusylvania ececececeee 1,361,332 270,932 265,257 106,059 2,003,580 1,769,332 13.2 171.07
Rhode I51and eeveveces 126,153 17,132 16,494 6.814 166,653 143,447 16,2 132.53
South Caxroling ceceee. 273,854 104,814 26,415 7,315 412,398 395,793 4,2 153.19
South Dakota cecececces 71,396 586 14,161 1,730 87,873 83,640 5.1 133,75
TENNESSEE evcecocccsces 396,971 60, 144 164,528 15,677 577,320 514,422 12,2 145,20
TEXAS ecveccssccomosss 876,971 cos 233,613 327,387 1,437,971 1,335,847 7.6 131,06
Utah ceececccccccccsce 99,124 53.002 13,847 17,537 183,510 175,438 4.6 177.48
VOXTIONE cccccccsccsase 35,898 35,239 13,591 3,444 88,172 78,675 12.1 208,94
Virginiad eeceecececcee 360,814 271,515 68,770 30,575 731,674 634,946 15.2 159.16
Washington .eeeeeeeess 711,483 ces 60,437 106,724 878,644 775,641 13.3 268,21
West Virginia ceeeeeee 251,003 31,416 331,305 6,852 320,576 281,657 13.8 177.60
WiSCONSIN cecoccccerce 325,908 504,158 81,3886 78,596 990,548 921,051 7.5 235,12
WYOIDING eeeeeececcssee 43,368 cee 14,065 11,238 68,671 55,284 24,2 218,00
Sovrces: "a/ Combined individual and corporation net income.

U,S, Department of Commerce, Bureau of the Census, State h/ Data for 1968 are preliminary; 1967 data are revised,
Tax Collecticns in 1968. Series Gr68-No. 1, Washington, D.C.: g/ Based on estimates of population as of July 1, 1968,
U.S. Goverament Printing Office, Decemb.r 1968, p. 6-7. State d/ Portion of corporation excise taxes and surtaxes measured
Gevernment Firdnces in 1967, Series GF67-No, 1. Washingten, by corporate excess included in amount for corporation net in-

D.C,: U,S, Covernment Printing O0ffice, June 1968, come; included in amount for licenses for prior years.




TABLE 4, --MAJuR STATE TAX COLLECTIONS IK 1962
(As percent of rotal tax revenue)

Sales and gross receints Incune Licenses
Total General Alco- Cor- Motur ,
State “g;gs sa;:s ?otor Tgbaccg. helic i:r- Others ?otal i?g;nl f?:;- Total vehicles Others?
§ uels products bever- income ticense ard
gross gross ags ance income  net operators
receipts receints o incume
1 2 3 4 S5 6 7 8 G 10 11 12 13 14
50 stactes ....... 57.6% 28,7 14,2% 5,27 3,12  2.,5% 3.9% 24,17 17.27% 6.9% 10,67, 6.87 1.7%
Alabama ,...,.... 68.6 33,9 19.3 5.7 5.6 2.6 1.6 17.8 11,7 6.1 8.7 4.5 4.9
Alaska .......... 27.0 cee 2.9 4.2 6.2 3.2 0.5 43.8 37.4 6.4 19.2 7.8 l0.0b/
ArizZona ..eeveee. 61.9 33.9 16.7 4.6 2.2 2,0 2,6 15,1 10.4 4,7 7.7 5.6 15.3=
ATKUNSas ....ec.. 66.8 32,0 22.6 5.3 2.9 2.5 1.4 17.7 10.9 6.8 13,1 10.3 2.4
California ...... 53.2 29.8 12,5 4.5 2.0 2.5 1.9 32,8 20.4 124 6.6 5.2 7.4
Colorado ........ 54.1 29.8 14.7 3.3 2,6 2.8 1.0 32,6 25,2 7.4 9.8 5.9 3.5
Connecticut ..... 68,1 31.8 15.4 6.5 3.7 4.4 6.5 16.0 cee 16,0 8.2 6.3 7.7
Delaware ........ 24,1 cee 11.3 4,0 1.7 2.4 4.6 45,7 37.7 8.0 2&.65/ 6.3 3.7
3 Florida ...cceeee 77.3 36.8 19.6 3.2 9.0 2.4 6.3 cee ces cos 15.4 10.0 7.4
3 Georgin vivevevne 68.1 36.8 17.8 5.1 6.1 2.4 eas 24,7 15.7 9.0 5.8 4.3 1.3
1 Hawaii ceeeeeeee.  64.3 47.1 6.1 2.0 2,6 2,1 4.3 33,6 29,0 4.6 1.3 d4f 0.8
3 Idahe seeeeececes 50.6 25,7 15.9 3.4 2.5 2,8 0.4 31,2 25.3 5.9 16.8 10.4 1.5
3 I11inoisS ceee.... 84,8 49.8 13.1 7.2 3.0 2,5 9.3 cee ces cee 12,5 10.0 2,7
3 INdidng eneeveee. 65.4 39.3 16.7 4.7 2.3 2.4 4/ 21.2 19.7 1.5 8.4 6.5 4.9
< W8 teeecesccese 60.1 31.8 17.9 5.8 1.7 2.7 0.1 20,4 16.8 3.8 15,5 13.9 3.8
f ANSAS e,0eeccces 60.6 35.2 15.2 4.9 2.5 2.7 0.1 23.1 17.6 5.5 11.5 9.0 4.9
3 Kentucky (eceeeee 62.0 31.1 18,0 2.1 3.6 2,6 4,5 24,7 17.6 7.1 6,2 i 7.1
X Louisiana ,...... 45.9 20,6 11.5 4.4 3.8 2.5 3.1 19,0 5.3 4.6 8.2 3.1 35.99/
3 Maine ..ceceeecee 80,2 42,6 20,2 8.5 2.8 2.6 3.5 cee cee ces 14.6 9.5 5.2
3 Maryland ........ 46.9 18.9 12.6 3.3 1.8 2.3 7.8 42.4 37.6 4.8 6.2 5.1 4.6
2 Massachusetts ... 43,4 14,0 11.8 5.6 4.3 2,8 3.8 46,1 29.9 16.2 6.5 3.7 4,0
s Michigan .....eca. 60.3 38.¢ 11.4 4,2 3.2 2,0 0.9 16,1 14,0 2.1 13,1 6.0 10.5
v Minnesota ....... 40,4 13,9 13.3 4,0 3.2 2.1 3.9 41,5 33.4 8.1 9.4 7.6 8.8
. MisgiSSippi eeeee 77.9 42,2 21,6 5.8 3.0 3.2 2,2 8.8 3.4 5.5 8.0 3.6 5.3
h Missouri ceeeeess 64.7 40,9 15.4 3.5 1.7 3.1 4/ 20.0 16.4 3.6 13.1 9.5 2.2f
» Montana .....e... 38.7 ces 23.6 5.9 4.5 2.8 1.9 35.2 28,2 7.0 13,2 6.8 13.0—/
3 Nebraska ...eeee.  75.7 33.6  27.5 6.1 3.0 3.2 1.6 7.6 6.9 0.7 10.3 6.4 7.1
] Nevada ..cceeceee 80.7 33.4 16.3 5.5 3.6 2.2 19.9&; ooe cee aee 12,5 8.7 5.8
: New Hampshire ...  64.1 e 26,1 16.5 2.6 42 1.A 36 36 ... 214 15.8 11.0
E New Jersey e.ee.e 63.9 25,0 16.4 10,4 3.5 3.4 5.2 9.3 1.4 7.9 18, 10.5 8.1
é New Mexico v.eeen 56.5 33.0 13.5 3.6 1.8 2.3 2.4 8.9 7.0 2.0 13.3 10,4 21.31/
% New YOrK cacecees 35.1 14,2 6.7 5.1 1.6 2,2 5.5 49,5 40,2 9.3 7.4 4,9 8.0
A North Carolina .. 51.3 24,0 16.3 cee 3.1 2,6 5.2 34,8 24,1 10.8 9.9 5.4 4.0
g North Dakota .... 60.2 32.8 15.4 4.8 3.9 2,7 0.6 16.7 i3.0 3.7 17.7 13.8 5.5
3 Ohi0 seeececccasne 76.3 37.1 20.8 6.5 3.1 3.3 5.5 ces coe cee 18.2 10.4 S.Sk
E 0kiahoma seeeee.. 54,3 18,6 18,9 5.8 3.7 3.9 3.4 15.3 9,7 5.7 16.5 13,4 13.8—/
s Oregon eeeceecvese 25.4 .ee 18.3 2.9 0.6 2,8 0.8 54,0 44 .4 9.6 17.0 12,4 3.6
4 Peansylvania .... 67.9 36.7 14,5 7.6 3.7 2.3 3.1 13.5 .es 13.5 13.2 5.6 5.3
: Rhode Island .... 75.7 40,4 13,2 6.0 2,5 2,5 11,2 10,3 ces 10.3 9.9 7.3 4.1
§ South Carolina .. 66.4 29.8 18.3 3.3 8.3 2,7 3.9 25.4 17,2 8.1 €.4 3.5 i.8
y South Dakota ,... 81,2 37.3 22.3 3.9 4.6 3.6 7.5 0.7 cee 0.7 l6.1 11,4 2.0
/ TENNesSSee seeceeee 68.8 35.6 19.6 5.8 3.8 3.1 0.9 10,4 1.8 8.7 18.1 10,0 2.71/
- TeXas eceecnsances 61.0 19.4 18,4 9.4 3.6 3.2 7.0 cee ece ene 16.2 10.4 22.8
) Utah ceecececccses 54,0 31.8 15.5 2.8 1.1 2.2 0.5 28,9 23.6 5.3 7.5 5.1 9.63/
; Vermont eceeececees 40,7 cee 13,7 5.9 8.5 2,2 10,5 40,0 34.1 5.9 15.4 12.6 3.9
; Virginia ceeeeeee 49,3 15.8 17.8 1.8 43 2.9 6.6 37.1 30,4 6.7 9.4 7.2 4.2
Washington ......  81.0 53.9 143 4.1 3.7 16 b eer oeee .. 6.9 4.3 12.1%/
: West Virginia ...  78.3 45.1 13,8 4.6 4.8 2.3 7.2 7.8 8.8 1.0 3.8 7.9 2.1
3 WiSCONSiN eseeeees 32.9 10,8 11.6 4.6 2.2 1.6 2.0 50.9 41,2 9.7 8.3 6.5 7.9
Wyoming .........  63.2 352 2006 4.5 0.5 2.2 4/ ... ... ... 205 131 1642
X Source: e/ Severance tax collections are 32.3 perceut of total.
2 U.S. Department of Commerce, Bureau of the Census. State £/ Property tax collections are 7.3 percent of total.
? Tax Collections in 1968. Series GF68-No. 1. Washington D.C.: g/ Amusement tax collections are 19.9 percent of total.
1 Government Printing Office, December 1968. 40 p. h/ Pari-mutuel tax collections are 19.9 percent of total.
3 a/ "Others" category comprises the following: property i/ Corporation license tax collections are 5.0 percent of
; tax, death and gift tax, severance tax, poll tax, document total,
% and stock transfer, and "other" or miscellaneous taxes which i/ Severance tax coliections are 14.9 percent of total.
3 may vary from state to state. k/ Severance tax collections are 10.7 percent of total.
‘ b/ Property tax collections are 1%4.6 percent of total. 1/ Saverance tax collections are 16.9 percent of total.
= ¢/ Corporation license tax collections are 14.8 percent of w/ Property tax collections are 6.8 percent of total.
total, n/ Property tax collections are 9.5 percent of total.

N d/ Less than one-tenth of 1 percent. o/ Property tax collections are 15.3 percent of totzl.
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Nearly one-half of all state tax revenue was
collected by seven major states, with amounts as
follows (in miliions):

California .....cceveee. $4,663
New York cevevveeeneass 4,447
Penrsylvania ....cvvsee 2,004
Michigsn ...een0eveees. 1,886
I1linois «oevevennneee. 1,731
TEXAS teeeereesecsscssa 1,438
Ohic seeevsseessanesses 1,370

A considerable interstate range appears in the
average per-capita amount of state tax revenue, as
indicated by the following distribution of the 50
states, based on Table 3:

Per-capita state Number of

tax revenue, 1968 states
5200 Or MOYE cevevcvnncnnns 14
$180 to $199 ...iviirinnnnn 6
$160 to $179 tevvveiencanns 11
S$140 to $159 .siiviiiiinninan 12
$120 to $139 .siiiiiiincnnnn 6
Less than 5120 ...cc000eus 1

Caution must be used in comparing tax amounts
for individual state governments. There are marked
interstate differences in the scope and intensity
of public services, in economic resources, and in
the pattern of distribution of responsibility for
particular public functions between the state and
locai levels. Some state goveinments directly ad-
minister certain activities which elsewhere are un-
dertaken by local governments, with or without state
fiscal azid.

Tax Collections in 1968

State tax collections in fiscal 1968 rose
$4.5 billion, or 14.0 percent, to $36.4 billion,
reflecting in part the heavy legislatiorn. of the pre-
vious year when 47 legislatures met in regular ses-
sion. 1In 1967, tax collections rose $2.5 billion,
or 8.6 percent, to $31.9 billion. The year 1966
had been a record one for tax collection, increasing
$3.3 billion, oxr 12.5 percent, over the tollections
of 1965 toc $29.4 billion. In 1965, collections had
been lighter, rising 7.8 percent, or $1.9 billion,
to a total of $26.1 billion. From 1963 to 1968,
yields from state taxes have risen from $22.1 bil-
lion to a high of $36.4 billion, an increase of
64.6 percent. The graph shows the tremnds in collec-
tions for the five major sources of stafe revenue.

For 1968, there was a higher rate of increase
'in tax collections over the previous year as well
as an increase in per-capita state tax revenue from
fiscal 1967 to 1968 (Takile 2). An increase of 12.9
percent in per-capita state tax revenue for 1968
definitely continued the strong upward trend of the
past decade. Per-capita state revenue collection
climbed from $162.01 in 1967, to $182.94 in 1968.

With nationwide prosperity continuing in fis-
cal 1968, all 50 states were able to collect more
tax revenue than during the fiscal year 1967. The
slower gains in revenue in 1967, however, can be

attributed to a slackened economic activity and
fewer tax boosts last year. Prospects are much the
same for next year, especially with the continua-
tion of the federal 10 percent surtax and a lower
ceiling on federal expenditures. Inasmuch as they
restrict inflation, these actions by the federal
government will assist state and local governments.
On the other hand, these same actions may limit con-
sumer spending and, therefore, reduce increases in
state tax revenue, especially that portion respon--
sive to consumer spending.

Tax collections for all states combined are
given in Table 2 by major type of tax, in total and
in per-capita amounts. Tax collections for each
state for sales and gross receipts, income, licenses,
and all othex collections by major type of tax ap-
pear in Table 3, and as percents of total tax reve-
nue, in Table 4.

Trends in State Revenue From Selected

Types of Taxes, 1964-1968

Blilions of dollers
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Source:
U.S. Department of Commerce, Bureat. of the Cen-
sus. State Tax Collections in 1968. Series GF-

No. 1. Washington, D.C.: Government Printing Of-
fice, 1968. p. 1.
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General and Selective Sales Taxes

Combined collections from state taxes levied
on various types ~° general and selective sales and
gross receipts accounted for 57.6 percent of tax
collections, almost three times as much as any other
single state tax in fiscal 1968. The tax yielded
over $20.9 billion, a 12.9 nercent increase cver
1967 (Table 5). Of these sales and gross receipts
taxes, the general sales and gross receipts are of
primary importance; providing more than one-fourth
(28.7 percent) of all state tax revenues in 1968,
the general sales collections rose to $10.4 billion,
a 17.0 percent rise over 1967. Only individual in-
come revenues which increased 27.3 percent showed a
greater percentage increase.

The prominence of the sales tax is substanci-
ated by the fact that 32 states continue to find it
their best source of revenue. Moreover, of the
seven states which together account for almost one-
half of the nationwide state tax revenue, six--
California, Illinois, Michigan, Ohio, Pennsylvania,
and Texas--drew the most revenue from their sales
tax. (The income tax yielded more in New York.)
California alone collected $1.39 billion from the
general sales tax, and Illinois, Michigan, New York,
Ohio, and Pennsylvania each collected more than
$500 million. Twenty-six of the remaining sales
tax states each collected more than $100 millioa
from the tax.

Revenues from selective sales and gross re-
ceipts (motor fuels, alcoholic beverages, tobacco
products, insurance, utilities, pari-mutuels, and
several others) rose from $9.6 billion in 1967 to
$10.5 billion in 1968, an increase of 9.2 percent.
Of the selective sales tax levies, revenues from the
motor fuels were the largest, yielding $5.1 billicn,
up 7.0 percent from a year ago. The next largest
yield was derived from tobacco products; tcbacco
collections for 49 states totaled $1.8 billion, a
rise of 16.8 percent (as contrasted to the lower
4.7 percent in tobacco revenues from fiscal 1966 to
1967.) A rise of 9.3 percent, from $1.0 billion to
$1.1 billion was reported from the tax on alcoholic
beverages as collected by the 50 states. Taxes on
pari-mutuels continued to increase in importance
and totaled $442 million (representing a 4.5 per-
cent increase from a year ago.) The tax on pari-
mutuels is one of the more concentrated state taxes.
It is a revenue source in 28 states, with five
states receiving nearly 70 percent of the total;

New York alone accounts for 32.3 percent of the
pari-mutuel, collections. California, Florida, Illi-
nois, and New Jersey are the other four states in
order of magnitude. Another case of concentration
is Nevada, accounting for over 58.5 percent of the
amusement taxes levied in the 28 states.

Net Income Taxes

Individual income taxpayers paid over $6.2 bil-
lion in such taxes to state governments in 1968, a
27.3 percent increase over the fiscal 1967 collec-
tions. No other revenue source registered a larger
gain. Collections of corporate net income taxes in-
creased 13.1 percent from the previous year; this

increase contrasts to the lcwer 9.3 percent in-
crease from 1966 to 1967. Forty-one states utilized
this source in 1968, deriving $2.5 billion from the
tax. The corporate income tax has come of age since
1962, with a 92.9 pezcent increase in the six-year
period. With six states enacting increases in cor-
porate income tax rates in their 1968 legislatures,
the prospect for even larger ircreases in corporate
tax revenues is indeed good. As a combined source
of revenue, corporate and individual income taxes
accounted for nearly 25 percent of all state tax
collections. The produced revenues totaling $8.7
billion, a gain of 22.9 percent over last year.

Best Sources ui State Tax Revenue

In fiscal 1968 the sales tax retained its promi-
nent position as the greatest state tax revenue
source. The sales tax was the best source of reve-
nue for 32 states. Although three states--Califor-
nia, Towa, and Netraska--exhibited a change to a new
best source of revenue during the past year, the
nunber of statec finding the sales tax their best
source increased by one over the 1967 figure of 31.
California exhibited a change from the sales tax as
a best source to the income tax; Iowa, a change from
the income tax to the sales tax; and Nebraska from
the motor fuel tax to the sales tax. The income
tax was the best source of tax revenue in 15 states,
the gasoline taxes in New Hampshire and Oklakoma,
and the severance tax in Louisiana. The best sources
of state tax revenue in 1968 are shown for each
state in the map reproduced with permission ot
Commerce Clearing House.

State Tax Legislation

Tax legislation was unusually heavy in 1968,
an off-legislative year. The 24 state legislatures
that met in regular session during 1968 raised the

rates of existing taxes or made other changes in
their revenue systems (Table 6).

With no new tax adoptions, the number of states
with general sales taxes remains “he same as in
1967, 44; the number with personal income taxes, 36
(plus two states which tax only interest and divi-
dends); and the number levying corporate income
taxes, 40.

Nearly 29 tax increases occurved in at least
14 states and the District of Columbia. Legisla-
tion to raise rares on both persocal and corporate
incomes passed in the District of Columbia, Missis-
sippi, and New York. New Jersey, Maryland, and
Rhode Island increased corporate income rates.
Sales and use tax rates were increased in four
states, and in the District of Columbia, but none
exceed the high rate of 6 percent approved in Penn-
sylvania in 1967.

Genera! Sales and Use Taxes

In 1968, nearly one-half of the states passed
some type of legislation affecting the sales tax.

Four states and the District of Columbia adopted -

rate increases in state sales and use taxes.

!
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Best Sources of State Revenue in 1968
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ALASKA

Reflecting the new rate changes, the state
sales and use tax rates (Table 7) now in effect
range from 2.0 percent in five states to 6.0 percent
in Pennsylvania. Although the 3 percent rate occurs
in 25 states, 14 states levy a higher rate. The
current distribution of rates among the states is:

Number of

Percent rate states
2.0 tiiiii it 5
300 titii et 25
K 7 T 1
O 0 6
4.25 i, 1
O S 2
L T 4 3
6.0 coiiiiiiiiiin, 1l

Total .......... 44

The new sales tax imposed in Nebraska which be-
came effective June 1, 1967, was imposed at 2.5 per-
cent but decreased to 2 percent on January 1, 1969.
Medicine is exempt.

Included among the states increasing their
sales and use tax rates were the District of Colum-
bia, Florida, Kentucky, Mississippi, and Texas.

The District of Columbia rate of genaral sales and
use tax increased from 3 percent to 4 percent. The
tax was amended to include sales of or charges for
local telephone service; the effective date of the
new rate was September 1, 1968. The Florida legis-
lation increased the sales and use tax rate, the

tax on ¢ “issions, and the tax on rentals of tran-
sient accommodations from 3 percent to 4 percent for
the period April 1, 1968, through June 30, 1969. In
Kentucky, the sales and use tax rate as well as the
motor vehicle usage tax rate were increased from 3
percent to 5 percent, both effective April 1, 1968.
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tases measwred «n part by net sacome 37*
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ere not avalabie *o%s] C 1948, Commerce Cleanng House, Inc.
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The Mississippi occupational sales tax and use
(compensating) tax rates were increased from 3.5
percent to 5 percent on retail sales of tangible
personal property as well as on specified operating
and miscellaneous businesses. Mississippi broadened
the sales tax base to tax additional designated
materials and services at rates ranging from 1 per-
cent to 5 percent. Also, for persons engaging in
the business of contracting, the tax is increased
from 2 percent to 2.5 percent; the tax rate on re-
tail sales of aircraft, automobiles, trucks, and
truck-tractors was increased from 2 percent to 3 per-
cent; and the tax rate on wholesale sales of meat
for human consumption was increased from 1/8 of
1 percent to 1/2 of 1 percent. The new Mississippi
rates became effective August 1, 1968.

The rates on sales and use taxes in Texas in-
creased from 2 percent to 3 percent, effective
October 2, 1968. Because the existing local en-
abling authority remained unchanged, the total ef-
fective rate is 4 percent in cities and towns
levying a 1 percent sales and use tax.

Iliinois increased its service occupation and
use tax rate from 3.5 percent to 4.25 percent, ef-
fective September 1, 1968. A provision that would
have reduced the tax rate from 4.25 percent to 2.5
percent after June 30, 1969,was deleted. In Illi-
nois, counties were authorized to levy a service
occupation tax at a rate not to exceed 3/4 of 1 per-
cent (formerly 1/2 of 1 percent) of the cost price
of all tangible personal property transferred by
servicemen, effective August 6, 1968. In Maryland,
the sales and use tax on manufacturing machinery
and equipment sold to manufacturers, including that
used in the generation of electricity or in re-
search and development was reduced from 3 percent
to 2 percent, effective July 1, 1968. The New York
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legislature amended the local sales and use tax en-
abling act to specify that local taxes may be im-
posed ranging from 1/2 percent to 3 percent, effec-
tive September 1, 1968. In California the 4 per—
cent sales tax rate was extended indefinitely as a
result of voter approval of state funds for local
property tax relief. When added to the 1 percent
locai tax, the combined stare and local sales tax
remains at 5 percent.

32veral states which did not increase the rate
of tax Aid extend the sales tax rate to transactions
not prewiously covered. The Arkansas manufacturing
and provessing exemption (sales and use tax) was
reviscd February 15, 1968, to provide that tangible
personal property used for repair of machinery is
no longer exempt. Mississippi broadened its sales
tax base extensively .ith new taxes ranging from 1
percent to 5 percent on specified sales and serv-
ices. Also, exemptions have been eliminated for
sales of tangible personal property to contractors
purchasing in the performance of contracts with
Mississippi, its counties, and municipalities. Other
evemptions include gross income of hospitals, and
sales of sea foods on which the tax has been paid
by the seller under the Sea Food Act. Oklahcma re-
pealed the exemption for the trade-in allowance
grantéd on farm machinery that has been traded in
and resold by the re-ailer.

Although no states decreased their existing
sales tax rates during 1968, several did enact new
exemptions or provide for new credits on the tax

paid.

Arkansas exempted machinery used for mining,

quarrying, refining, and extracting oil and gas,
California exempted
meals served to elderly and hospital and mental

effective February 15, 1968.

patients, effective August 14, 1968.

Exemptions

were allowed for pollution control equipment in
Arkansas and Missouri.

Georgia added exemptions of the sales and use
tax for sales of food to private, nonprofit, ac-
credited elementary schools, for property and serv-
ices purchased by nonprofit hospitals, and for Holy

Bibles.

In addition, farm tractors, attachments,

and harvesting equipment used by persons engaged
primarily in producing farm crops for sale are ex-

Georgia also exempted
sales in operation of transit facilities.

empt in Georgia and Kentucky.

In Hawaii, fees received by cooperative housing

O

corporations in reimbursement of funds paid for
lease rental, real property taxes, and other costs
of operating, maintaining, and improving the co-
operative land are exempt from the general excise

taxe.

Illinois granted an exemption from the serv-

ice occupation and use tax of the sale, lease, or
transfer of tangible personal property to inter-

TABLE 6.--STATES ADOPTING CHANGES OR ACTION IN SELECTED STATE TAXES IN 1968

Income Alco- Income Alco-
55—~ — Gen- To- . s ——— Gen- To- .
Per- Cor- holic Gas- Per- Cor- holic Gas-
State eral bac- . State eral Dbac- .
son- po- bev- oline son- po- bev- oline
sales co sales co
al rate erages al rate erages
1 2 3 4 5 6 7 1 2 3 4 5 6 7

Alabama ,. ... cee cee coe ces coe Montana ,, ... e cee cee cee cee
Alaska .. X cee cee coe cee X Nebraska ., ... coe oo cee ace coe
Arizons ., X cee cee cee ces X Nevada ,.. ... con cee cee cee cee
Arkamsas . X cee ese  ees cee X NeH, ceee coe  eee cee  eee cee cee
Calif, .., X X X X cee X N. J. eeee X X cee X cee X
Colorado ., X eee eny  ees cec cee N. Mex. .. X cee X X X ces
Comn, .iee eee  ees cee  ses ces cee New York . X X X X X X
Delaware ., X X cee  eee coe cee Ne Co veer eee  oee see  eee cee cee
Florida .. ... coe X X X cee Ne Do ceee ees cee cee coe ess coe
Georgia ,, X ces ces  eee cos X Ohio .eeee coe  eee X cce cos ces
Hawaii ... X cee cee  eee cee coe Oklahoma , X cee X X cee X
Idaho ,... X cee cee coe eee ces Oregon ... ... cos coe cee cee cee
I11inoiS v ocee  oes cee  eee ces ces Pa, ceeeee oes X X cos cee cee
Indiana .. ... nee cee cee ces ces Re I, seee X X X X cee X
Towa cieee eee e eoe cen coe coe S. C. .... X coe X X X X
Kansas ,,, X coe ces  eee cee X SeDi teee ecoe  eee X cee nee ces
Ky. eceeee X cee cee  ees et cee Tenn, .... X cee X ese X X
La, ceeees oo X cee  ese ece X TeXas eeee eoe oo X cee cee ces
Maine ceee een  eee coe cee cee coe Utah (ieee ... cee cee cee cee .o
Maryland ., X X ece  cee cee X Vermont .. X ces cee  eee ces X
Mass, ..., X cee eve  eee cee X Virginia ., X X X ces X cee
Michigan , X X ces  eee coe ces Washe ciee eee  aee cse  eee cee cos
Minn, ceee eee  oee eee 4o cee ces W. Va, ... X X cee X cee cee
Miss, ... X X cen cne cee cos WiSe ceees oee X coe cee coe cee
Missouri . X cee ete  eee coe cee Wyoming .. <ee  cee cee  ses cee cee

Note: X indicates change in existing
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state carriers for hire for use as rolling stock.
Maryland exempted sales of fish or other materials
used as crab bait. Massachusetts exempted sales of
the United States flag, sales of vessels uscd in com-
mercial fishing, machinery, equipment, and replace-
ment parts for such vessels, and sales of feed for
fur-bearing animals whose pelts are sold in an
operative business. 1In addition, the Massachusetts
use tax exemptions were revised to stipulate that
the use tax will not apply ¢o sales on which the
Massachusetts sales tax has been collected rather
than sales upon which the sales tax is imposed.
Also, the exemption for sales upon which a tax was
paid to another state or U.S. territory is limited
to specific situations. Mississippi and Missouri
added many new sales tax exemptions. New York ex-
empted student meals at a cafeteria or restaurant
located on school premises. Homes for the aged are
exempt in Ohio as well as goods sold to an out—of-
state retailer and removed by the latter in his own
vehicle from Ohio. Materials used in construction
contracts for Pennsylvania entered into prior to
January 1, 1968, are exempted from the 1 percent
sales tax increase. Tobacco products were exempted
in Rhode Island. South Carolina declared machinery
used in the production of poultry, and gross re-
ceipts from sales of books to public iibraries ex-
empt from the sales and use tax.

South Dakota allowed a use tax credit for manu-
facturing equipment brought into the state for manu-
facturing or processing business only if the other
state involved allows a reciprocal credit. Services
at coin-operated laundry, dry-cleaning, and car wash
facilities in Tennessee are exempt from sales and
use taxe.

Tabacco Taxes

In 1967, the last major legislative year, the
cigarette tax was the object of rate increases in
11 states. Although 1968 was an off year in state
legislatures, seven states raised their cigarette
tax rates in the 1967 legislative sessions in con-
trast to rate increases in two states during 1966.
West Virginia repealed its cigarette use tax in
1967, but reimposed it in 1968. South Carolina
took action to tax tobacco products based on "manu-
facturer's price" instead of weight. Rhode Island
levied a new tobacco products tax.

Rate increases in the cigarette tax were en-
acted in Florida, New Jersey, New Mexico, New York,
Oklahoma, Rhode Island, and West Virginia. Florida
increased its tax from $.08 to $.15, the highest
state rate. The discount rate of up to 2,000,000
stamps purchased during a fiscal year was reduced
from 5 percent to 2.9 percent; in excess of
2,000,000, 3.5 percent to 2 percent. New Jersey
raised its cigarette tax from $.11 to $.14 per pack,
and lowered its discount rate on tax stamps from
2.5 percent to 1.97 percent on sales of 1,000 or
more stamps.

New Mexico increased the sales tax rate on
cigarettes from $.08 to $.12 per pack. A graduated
discount ranging from 4 percent to 2 percent is al-
lowed on stamps purchased iIn excess of a $60,000
sale of stamps. New York increased the cigarette

11

TABLE 7,--GENERAL STATE SALES TAX
RATES AND PROVISIONS

Exemptions of

Per-
ma jor items
State :::Z_/ State tax law rood M?di- C}oth-
cine ing
H 2 3 4 S 6
Ala, .... 4% Gross receipts
(sales)
Ariz. ,,. 3 Occupational
gross income X
Atrk, .... 3 Gross receipts
(sales)
Calif. .. 49/ Sales X X
Colo. ... 3 Retail sales X E/
Conn. ... 3.5 Sales X X X
Fla, .... 4 Sales X X
Ga, ceeee 3 Sales
Hawaii .. 4 General excise
(gross income)
Idaho ... 3 Sales X
111, .... 4,25 Occupational
retail sales
Ind. .... 2 Sales X
Iowa ... 3 Retail sales
Kans, ... 3 Sales
Ky¥e ceeee 5 Sales
La. ceeee 2 Sales
Maine ... 4.5 Sales X X
Md, eeeee 3 Retail sales X X 4/
Mass, ... 3 Sales X X X
Mich. ... 4 Occupational
retail sales
Minn, ... 32/ Sales X X X
Miss. ... 5 Occupational
retail sales
MO, ceeee 3 Retail sales
Nebr, ... 2 Sales X
Nev. ceece 3 Sales
N. Jo oee 32/ Sales X X X
N. Mex, . 3 Gross receipts
(sales)
N. Y. ... 29/ Sales X X
N. C. ... 3 Sales X
Ne Do eee 3 Retail sales X
Ohio .... 42/ Retail sales X X
Okla, ... 2 Retail sales
Pa, ceeee 69/ Sales % X X
R. I. ... S5 Sales X X
Se Ceo aee 3 Retail sales
Se Dy oee 3 Occupational
retail sales
Tenn, ... 3%7 Sales
Texas ... 3:/ Sales X X
Utah .... 35/ Sales
Va. cecee 3 Retail sales X
Wash. ... 4.5 Retail sales
W. Va, .. 3 Retail sales
WiSe eeee - Selective sales X X X
Wy0. eeee 3 Retail sales
Source:

Commerce Clearing House, State Tax Guide., New York:
the House, Data as of January 1, 19869,

3/ Sales taxes are supplemented with use taxes levied
at the same rate, Rates zre applicable to the retail
sale of tangible personal property.

b/ Ten states collect combined state and local sales
taxes in local jurisdictions which impose supplemental
local’sales taxes under state enabling legislation
authorizing maximum local percentage rates--California,
1.0; Illinois, 0,753 Mississippi, 1.0; New Mexico, 1.0;
New York, 3.0; Oklahoma, 1.0; Tennessee, 1,0 (1.5 effec-
tive 6/1/68); Texas, 1.0; Utah, 0.5; and Virginia, 1.0,

¢/ Children's clothing only,

g/ Exemption or cloihing extends up to a sales price
of $175 only.

¢/ Rate decreases to 5 percent effective July 1, 1969,
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tax rate from $.10 to $.12 per pack. Oklahoma
tobacco products tax rates increased from $.08 to
$.13 per pack on cigarettes, from 4 to 6-1/2 mills
each on little cigars, from $20.00 to $30.00 on
each 1,000 cigars, from 25 percent to 40 percent of
the factory list price on smoking tobacco, and from
20 percent to 30 percent con chewing tobacco. The
Rhode Island cigarette tax increase was from $.08
to $.13 per pack. Rhode Island decreased its dis-
count rate on tax stamps from 3 percent to 2 per-
cent and incieased the redemption percent on unused
or unsalabhle stamps from 96 percent to 98 percent of
face value. Also, Rhode Island levied a new tobac-
co products tax at the rate of 25 percent of the
wholesale price, effective July 1, 1968.

South Carolina changed the basis of taxing
tobacco products from weight to "manufacturer's
price." The tax on snuff and chewing tobacco is
5 percent of the manufacturar's price; on smoking
tobacco, 30 percent. West Virginia increased its
cigarette tax rate from $.06 to $.07 per pack.

The 8-cent per pdack tax on cigarettes 1s still
the most popular rate. With the new legislation,
21 states now impose a higher rate; others levy
taxes ranging from $.025 to $.07 per pack. In 1967,
18 states imposed the $.0€ rate and 16 states im-
pcsed a higher rate. The current distribution of
rates among the states is:

Number of
states

407% of wholesale price .....
30% of retail price :eicc...
Total vvveececancnscenans

=

o

o

-
HERERMEFWNNONDEANDDNINDN
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Table 8 presents the cigarette and tobacco tax
rates currently in effect.

Alcoholic Beverage Taxes

Two states, Florida and South Carolina, in-
creased their alcohol tax rates in 1968, as compared
to 1967, when seven states enacted an increase. Vir-
ginia imposed an additional tax on beverages bought
for resale by the drink.

Florida raised its tax imposed on each gallon
of spiritous liquors containing from 14 percent to
48 percent alcohol by weight from $1.53 to $2.76;
containing more than 48 percent alcohol from $3.06
to $5.52. The discount allowed on tax stamps pur-
chased was reduced: For each dollar's worth pur-
chased, distributors may buy stamps at $.986, for-

merly $.98. Florida also increased the tax on malt
veverages from $.28 to $.32 a gallon; and distribu-
tors are allowed a 3 percent credit.

South Carolina increased the beer tax 1/2¢ per
ounce. This new tax supercedes the prior rates
based on beer packaged in bulk containers, bottles,
and cans.

Virginia levied an additional tax on every
bottle of alccholic beverages bought for resale by
the drink at the rate cf 50¢ a quart on distilled
spirits, and 10¢ a bottle on wine with more than 14
percent alcohol by volume. Also in Virginia, ad-
ditional license taxes were levied on specified
sellers of mixed beverages.

New Mexico provided wholesalers a credit for
taxes paid on alcoholic liquor destroyed, damaged,
or found to be unfit for sale or consumption, and
cn draught beer returned to breweries because of
spoilage. New York repealed the brand label use
permits and fees required of manufacturers and
wholesalers of liquor, wine, or beer on the number
of gallons sold. In effect, no actual rate change
ensued, as the excise tax was increased in amounts
equal to the fees repealed. Tennessee provided an
optional tax payment plan for licensed wholesalers
of wine and spirits in lieu of purchasing tax stamps
under qualifying stipulations. Tennessee also pro-
vided beer wholesalers a tax reduction for shortage,
damage, or breakage losses not to exceed 1/2 of 1
percent of his total monthly purchases (exception in
cases of maijior losses).

S TR DR NI Sy

Details of state alcoholic beverage tax rates
appear in Table 9.

Gasoline Tax Rates

During 1968, gasoline taxes were increased in :
five states--Louisiana, New Jersey, New York, Rhode
Island, and Vermont. Alaska increased the tax on
aviation fuel, and New York and Georgia enacted new
motor carrier road taxes.

Louisiana raised the rate on gasoline and spe-
cial fuels from 7¢ to 8¢ per gallon, effective
after January 6, 1969. New Jersey increased its
motor fuel tax from 6¢ to 7¢ per gallon. New York
increased .he tax on gasoline from 6¢ to 7¢, and
authorized distributors to deduct from the tax 4/7
of 1 percent (formerly 2/3 of 1 percent) to cover
expenses and collection costs. Rhode Island in-
creased its gasoline tax from 7¢ to 8¢ per gallon.
Vermont raised the motor fuel tax rate from 6-1/2¢
to 8¢ a gallon. Alaska raised the aviatioan gasoline
tax from 3¢ to 4¢ a gallon, and increased the tax
on other sviation fuel from 1-1/2¢ to 2-1/2¢. Wew
Yerk ilmposed an additional motor carrier road tax
beginning July 1, 1968, and ending June 30, 1970.
This road tax is equivalent to the state tax on
motor ¢ diesel motor fuel and is based on the amount
of fuel used Lty a carrier operating a vehicular unit
on public highways in the state.

Arkansas changed the motcr fuel tax rate on
interstate users from 7-1/2¢ to 1l-i/2¢ a gallon and
provided licensing of them. Also, a new method of
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computing special motor fuel tax in Arkavisas was en-
acted. Arizona imposed limitations on motor vehicle
and aircraft fuel tax refunds. California allowed
additional exemptions on motor fuel and use fuel
taxes. Watercraft gasoline tax refunds in Maryland
are allowed only to watercraft used entirely for
commercial purposes. Oklahoma provided cradit for
tax paid per gallon on gacoline and special fuel
used cutside the state. South Carolina repealed the
gasoline tax refund for watercraft and increased

the maximum amount that an oil company may deduct
for gasoline tax liability from $75 to $100.
Tennessee expanded the motor fuel tax exemption
under "governmental purposes" to include independent
contractors operating a local transit service.

The current gasoline tax rates range from 5¢
to 9¢ per gallon. The most frequently used rate
is 7¢ ger gallon; six states and the counties of
Hawaii have higher rates. The highest rates are
found in Washington at 9¢, in Alaska, Rhode Island,
and Vermont at 8¢, and in Arkansas and Nebraska
at 7-1/2¢. The county rates in Hawaii range from
8-1/2¢ to 11¢ per gallon. Rates for all states are
shown in Table 10.

The current distribution of rates among the
states (excluding the Hawaiian counties) is as fol-
lows:

Rates (cents Number of
per gallon) states
5.0 tiiiiiiiiiititittntaaas 4
6.0 ciiiiiiiiiiiii i 8
S 3
6.58 ittt . 1
/S 28
7.5 ... Tertesescesssanne 2
80 tiiiiiiiiiiiiititenann 3
9.0 tiiiitiitiniitnennnnnns 1
Total tiviieeneennnnns 50

Individual Income Taxes

In 1968, there were no new enactments of per-
sonal income taxes. Twelve states have no personal
income tax: Connecticut, Florida, Illinois, Maine,
Nevada, Ohio, Pennsylvania, Rhode Island, South
Dakota, Texas, Washington, and Wyoming. In New
Hampshire and Tennessee, however, the tax applies
only to interest income and dividends. In New
Jersey, the tax is limited to income derived within
its borders by New York residents and from New York

sources by New Jersey residents; New Jersey residents

are allowed a credit for income taxes paid to New
York.

The Advisory Commission on Intergovernmental
Relations has recommended that the states which have
ro personal income tax might do well to adopt such
a tax and that those who have the tax should uti-~
lize it more effectively. "The personal income
tax," according to the Commission, "represents the
last under-utilized major revenue source for many
states. One-third of the states, including some in
the most industrialized high-income sections of the
country. do not tax personal incomes at all and
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TABLE 10,--STATE GASOLINE TAX RATESE/

Rate
State per
gallon
1 2

Alabana

0

Alaska .eeeeeesseecsccececcacecsscccncecsns
Arizona
AYKANSAS .eeeeeeeeerececccacccsccvocccscans
Caiifornia
C010T3d0 eeeveeesecevcccancascescccccccnnes
Connecticut
Delaware
Florida
Georgia
Hawaii
Idaho ..eeeesececcceccccccnaacocecencecnecs
Illinois
Indiana

Iowa .............'....’...................

Kansas

.............’.....................

NNy

[
W

ﬂ....'..“......................
..................(...........(‘...

..........'...Q............‘.....0.

DA NNNCVN
V)]

0...............OG....’......... LN ]

IdSe

.....‘.......v................9.....

..........................0.......

.....‘.....................’0.......
KentUCky ............J..............Q......
LoulSiana ...............................("

Maine ...........................ﬂ.........
Maryland 0000000009000 00¢008000000000s0000e
Massachusetts
Michigan
MinneSota ceeeeeeeeesccceccccncnnncccsecees
Mississippi
Missouri
Montana

Nebraska

Nevada ..0...........0.....................

New HampShire .....................e.......

0
(9, ]

..’.................‘........

...‘..O........*......0...........

.....‘.........................

...o....o......0....0...0....eoooo

mwxl\l\lc\\l\l\é\JM\lc\c\wln

.....C....................‘.0‘..’.'.

[
L n

......f........................G..

[ 3

I;ew Jersey .....................0..........
New Mexico

.....‘..................."......

New York ..'....'................’.........

North Carolina
North Dakota
Ohio

Oklahoma 900000000007 0000000000000 00000000se

.‘................"...0....
.........J....’............f'.

.
w
o0

OYeZON ,.eeeevecceccncccccssccccansrosssssse
Pennsylvania sieeeesecccceccscesccccsccsces
Rhode IS1aNd seeeencececocacssccocccsccnees
South Carolina 0000000000000 000000000000
South Dakota LI I T
Tennessee
Texas

.................................
..................................00.
Utah 0000070000000 000000000M00006060008060000
Vermont ..............G.........0...0......

Virginia 0030600000000 0T000Re00000OCOECOIAIOSTILTES

Washington 000000000000 000000¢00s000octoas
West Virginia

Wisconsj-n ...OO0.0.Q..........'............

QOONNLOCNRAVINOONONNOGO NN NN JdSN O

Wyoming ©0004000000000000000000000000000000

Source:

Commerce Clearing Uouse. State Tax Guide. New
York: the House. Data as of January 1, 1969.

3/ Rates of general state applicatioa exclusive
of municipal taxes.

b/ State tax rate except in Hawaii County where
state rate is 8 cents.

5/ Rate increased to 7 cents per gallon from
January 1, 1968, through December 31, 1969; there~-
after the tax reverts to the 6 cent rate. .

d/ Rate increases to 8 cents after January 6, 1969.
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TABLE 11,--STATE INDIVIDUAL INCOME TAX RATES

Range of Minimum Maximum Range cf Minimum Maximum
rates rate on rate on rates rate on rate on
State (percent of taxable taxable State (percent of taxable taxable
taxable income income taxable income income
inceme) of: over: income) of: ovel!
1 2 3 4 1 2 3 4
Ala, ...... 1.5%-5.07 $1,000 $5,000 MiSS. cveeee 3.0%-4,0% $5,000 $5,000
Alaska .... (—16.0% of federal income taxz/-) MOu veueeees 1.0-4,0e/ 1,000 9,000
Ariz. ..... 2,0-8.0 1,000 6,000 Mont.f/ .... 2,0-10.0 1,000 25,000
Ark, ...... 1,0-5.0 3,000 25,000 Nebr., ...... (—10.9% of federal income tax—)
Ccalif. .... 1.0-10.C 2,000 14,000 N, H., cereee 4,25% interest and dividends only
colo. .....  3.0-8.0b/ 1.000 10, 000 N, 3.8/ oo, 2.0-14.0 1,000 23,000
Del, ..eeee i,5-11,0 1,000 100,000 N. Mex. .... 1.5-6.0 1¢,000 100,000
Gar vevrens 1.0-6,0 1,000 10,000 Noe Yo veunne 2.0-14,00/ 1,000 23,000
Hawaii .... 2,25-11,0 500 30,000 N. Co coeene 3.0-7.0 2,000 10,000
Idaho .....  2.5-9.0¢/ 1,000 5,000 N. D. veese.  1.0-11,0 3,000 15,000
Ind, ...... (—2.07% of adjusted gross income~—) Okla, ceeee. 1.0-6.0 1,50¢C 7,500
Iowa ...... 0.75-5.25 1,000 2,000 Oreg. ...... 3.0-9.5 500 8,000
KaNSe veuse 2,0-6,5 2,000 7,000 Se Co voveose 2,0-7,0 2,000 10,000
KYe coceces 2.0-6,0 3,600 8,000 Tenn, ...... 6.0% interest and dividends only
La, ...cce.- 2,0-6.0 10,000 50,000 Utah ....... 2,0-6.5 1,000 5,000
Md, ceeee.. 2,0-5.0 1,000 3,000 Vte cnvecees (—25.07% of federal income tax—)
Mass, ..... (—4.0% of adjusted gross incomed=) Va, veeeecoos 2,0-5,0 3.000 5,000
Mich, ,.... (—2.6% of adjusted gross income-) W, Va, ..... 1.2-5.5 2.60¢C 200,0001/
Minn, ..... 1.5-12.,0 500 20,000 WisSe ceeceee 2,7-10.0 1,000 14,000

Source:

Coumerce Clearing House. St:ate Tax Guide, New
York: the Housa, Data as of January 1, 1969.

a/ Percent of federal rates effective on
December 31, 1963,

b/ A surtax of 2 percent on intangible income
cver $5,000,

¢/ Filing fee of $10 required per return,

g/ Tax is £ percent on earnings from emp loyment,
profession, trade, or business; 2 percent on income
from annuities; 8 percent on interest and dividends
income; 3 percent on capital gains on intangibles,

e/ Less tax credits in each bracket, except the
first, from $5 to $135.

£/ After computing tax, taxpayers may subtract
5 percent of the tax due,

g/ The tax is applicable only to income derived
from New Jersey sources by New York residents and
from New York sources by New Jersey residents, New
Jersey residents are allowed a credit for income
tax paid to New York,

h/ Unincorporated businesses are taxed at a
permanent rate of 5.5 percent,

i/ The same progression of rates applies to
trackets twice as large in the case of a joint
return or a return of a surviving spouse,

another third tax them at relatively low effective
rates."3

In state legislative actions during 1968, three
states and the District of Columbia increased per-
sonal income tax rates., Mississippi increased the
individual income tax rates from 2 perceat to 3 per-
cent on the first $5,000 of taxable income and from
3 percent to 4 percent on the remaining taxable
income. New Jersey raised the commuters' income
tax rates on individuals with taxable income derived
from New Jerserv sources in excess of $17,000 (for-
meriy $15,000). New York added new personal income
brackets for taxable income over $17,000 as follows:
over $17,000 but not over $19,000, 11 percent; over
$19,000 but not over $21,000, 12 percent; over

3/ Advisory Commission on Intergovernmental Re-
lations. 1967 State Legislative Program. M-33.
Washington, D.C.: the Commission, September 1966.
p. 6.

$21,000 but not over $23,000, 13 percent; and over
$23,000, 14 percent. The District of Columbia
raised its personal income tax to 2 percent on the
first $1,000 of taxable income, 3 percent on the
next $2,000, 4 percent on the ne:t $2,000, 5 percent
on the next $5,000, and 6 percent on taxable income
over $10,000. Formerly, the rates ranged from 2.5
percent on the first $2,000 of taxable income to 5
percent on that exceeding $10,000. New Mexico elim-
inated its deduction for federal income taxes.
Hawaii, Massachusetts, Oklahoma, and Wisconsin pro-
vided credit for taxes paid in other states for in-
come earned in another state.

A few states enacted specific federal provi-
sions. Arkansas adopted the federal law regarding
the deduction of nedical expenses as in effect on
January 1, 1967. California made personal income
tax annuity provisions conform to federal law. TFor
Kansas income tax purposes, terms used are defined
identically as when useda in the Internal Revenue
Code as in effect on January 1, 1968. In Missouri,




o Vo

LT At G

oy

-t M 4

Rl Ao bt )

17

TABLE 12,--STATE INDIVIDUAL INCOMY TAX PROVISIONS

Additional Federal Federal in-

State Personal exemptions and credits exemptions Tax is income come used

Single Married Dependents ged Blind withheld tax de-~ as state

- ductible tax base
1 2 3 4 5 6 7 8 9
Alabama ....pee... $1,500 $3,000 $300 cee coe X X cec
Alaska .ceceececeees 600 1,200 600 $600 $600 X cee X
Arizona :7........ 1,000 2,000 600 1,000 500 X X see
Arkansasd/ ..eeee. 17.50 35 6 cee ese X cee cos
Californiaé/ ccces 25 50 8 209/ 8 XE/ cee coe
Colorado ecevesvccee 750 1,500 750 750 750 X Xy X
Delaware .cecececececes 600 1,200 600 600 600 X X eee
Georgia ceeececeee 1,500 3,000 600 600 600 X nee oo
Hav2ii ceeeccccces 600 1,200 600 ove 5,000 X .ee X
1dahoe/ «eeeeeens 600 1,200, 600 600 600 X X X
Indiana seceeeeee. 1,000 2,00 500 500 500 X cee X
Iowad/ eeeeeeeneee is 30 10 15 15 X X X
KANSAS eceowcvevvess 600 1,200 600 600 600 X X X
Kentuckyd/ ....... 20 40 20 20 20 X X X
Louisiana .eeeeceee 2,50C 5,000 400 eoe 1,000 X X cee
Maryland .ececeeces 800 1,600k 800 800 800 X coa X
Massachusettsg/ .. 2,000 2,60 600 600  2.000 X xL/ ee
Michigan .eeeeeees 1,200 2,400 1,200 1,200 1,200 X cee X
Minnesotaé/ cesses 19 38 19 20 201/ X X X
MissisSippi eece.. 4,000 6,000 cee cee coe X coe cee
MissSoUTi ceeeceenece 1,200 2,400 400 coe con X X X
Montana .eeecececee 600 1,200 600 60G 600 X X X
Nebraska ceecececes 600 +,200 600 600 600 X X X
New Hampshirek/ .. 600 600 cee cee cee cee cee cee
New Jerseyl/ ..... 600 , 1,200 600 600 600 xe/ cee X
New Mexico eeeecces 60 1,20 600 600 600 X cee X
New Yorkn/ ....... 600 1,200 600 600 600 X eee X
North Carolina ... 1,000 2,000 600 eee 1,000 XE/ cee oo
North Dakota ,.... 600 1,500 600 600 600 X X X
0klahoma ..eevee.. 1,000 2,000 500 o) tees X X cee
Oregon .ceceeeccenrce 600 1,200 600 12 60 X Xg/ coe
South Carolina ... 800 1,600 800 800 800 X X oo
Utah ,eeeececccccces 600 1,200 500 20 1,200 X X coe
Vermont ,..ecccees 600 1,200 600 600 600 X oce X
Virginia ceececeee 1,000 2,000 300 600 600 X euve ece
West Virginiag/ .. 600 1,200 600 600 600 X .ee X
Wisconsin .eeececees 10 20 10 15 cee X cee X

Source:

Commerce Clearing House, Statc Tax Guide, New York: the House., Data as of January 1, 1969,

g/ Personal exemptions and credits for dependents are allowed in the form of credit against the tax,

y/ Maximum credit allowed retired persous; although no age is specified, retired persons may receive a
tax credit equal to the tax on retirement income up to $2,000,

¢/ Withholding is for nonresidents only.

d/ Deductions limited,

e/ Idaho 1lso provides for a credit against the tax of $10 per exemption,

£/ Applic .le when each spouse earns at least a $1,000 and a joint return is filed; otherwise, $1,500,

An add.tional exemption of up to $2,000 of income from dividends, interest, annuities, and capital
gains on intangibles if taxpayer's total income does ot exceed $2,000 or spouses' combined income does
not exceed $2,500,

h/ Minimum allowance; if both spouses earn income exceeding $2,000, personal exemption is $4,000; for
spouse earning less than $2,000 but more than $600, personal exemption is the amount of income plus $2,000
for other spouse,

i/ Limited to taxes paid on income taxed by Massachusetts,

i/ Rate for single blind persons $20; $25 for married blind perscns.

k/ A $600 exemption is allowed on each income taxable, New Hampshire has a tax on dividends and
interest only,

1/ See Table 11, fcotnote g/ for taxpayers required to file return, Tax credits are also allowed,

n/ No tax on income for married taxpayer filing a joint return or inmdividual taxpayer with dependent if
net income is $1,500 or less.

n/ Single taxpayer is granted tax credit of $10; joint return, head of household, or surviving spouse
is allowed $25 tax credit,

o/ Tax credits allowed: $18 for blind taxpayer or spouse and $12 for taxpayer or spouse if 65 or older,

p/ This addjitional exemption for taxpayers over age 65 will increase to $400 in 1969 and $600 thereafter,

A credit is allowed for liability of taxpayer under the business and occupation tax and for the
Lransportation privilege tax,

et e B R P e ot A A A M o s DA G e g e e g et bk A e B e S st B A RSB L M ey
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voters approved the provision that income tax may
be based on federal income tax law. In West Vir-
ginia, amendments to federal laws made prior to
January 1, 1968 (instead of November 27, 1964),
will be given effect in determining the tax imposed
beginning January 1, 1968, and thereafter under the
state personal income tax law.

Among the states making revisions in personal
income tax provisions was Arkansas which revised
requirements for credit for dependents. The $6
credit is allowed for each individual, other than
husband or wife, whose income was less than $1,750,
has not filed a joint return with a spouse, and is
dependent upon the taxpayer. California adoption
expenses are deductible to the extent that expenses
exceed 3 percent of the taxpayer's adjusted gross
income. Also, in California, the optional standard
deductions were increased; for individual income
taxpayers, from $500 to $1,000; for heads of house-
holds or married couples filing jointly, from $1,000
to $2,000. Delaware granted an additonal income
tax exemption of $300 per taxable year for head of
household. Idaho broadened the $10 income tax cred-
it for sales tax paid to include a $10 credit for
each personal exemption claimed on the federal in-
come tax return. In Massachusetts, persons 65 or
over get full additional $600 exemption from busi-
ness income if filing a joint return with spouse.
Mississippi decreased the amount of personal ex-
emption for single individuals, from $5,000 to
$4,000;: for married individuals and heads of nouse-
holds, from $7,000 to $6,000. Educational expenses
in Scuth Carolina are now deductible from gross in-
come for inccmc tax purposes.

Other legislative amendments to state income
tax laws in 1968 dealt with reporting requirements,
time of payment, and exemptions. The chief provi-
sions of individual income tax laws are given by
state in Tables 11 and 12.

Corporation Net Income Taxes

Corporation taxes are now imposed by 40 states.
During 1968, no states enacted new corporate income
taxes. However, five states and the District of
Columbia increased their corporate income tax rates.
Rhode Island and Virginia enacted provisions requir-
ing declaration of estimated tax by corporations,
and Maryland imposed a new 7 percent franchise tax
on financial institutions.

The District of Columbiz corporate income tax
was increased frem 5 percent to 6 percent on foreign
and domestic corporations for income derived from
sources within the District. The corporation income
tax rate in Maryland was increased from 5-1/2 per-
cent to 7 percent, effective January 1, 1968, with
proration for fiscal years beginning with 1967 and
ending in 1968. Mississippi increased the corporate
income tax from 2 percent to 3 percent on the first
$5,000 of a taxable income and from 3 percent to
4 percent on the remaining taxable income with pro-
ration for fiscal years beginning in the calendar
year 1967. New Jersey raised the corporate net in-
come tax rate from 3-1/4 percent to 4-1/4 percent.
Proration will apply if the privilege period covers
any period prior to January 1, 1968. The corpora-
tion franchise tax rate for New York was increased
from 5-1/2 percent to 7 percent and the minimum tax

payment from $25 to $10G. This tax may be prorated
for the fiscal years beginning in 1967 and ending

in 1968. Rhode Island repealed the manufacturer's
10 percent business corporation surtax that was to
become effective June 30, 1968, but raised the busi-
ness corporation tax from 6 percent to 7 percent,
effective July 1, 1968.

In other legislative actions relating to cor-
porate income taxes, Alaska provided a 10-year tax
credit to anyone who establishes, owns, or proposes
to establish or own an industrial business. New
York revised the business corporation income tax al-
location formula to include all rales of tangible
pexr.onal property shipped to points within the
state. Loulsiana enacted legislation to tax domes-—
tic corporations only on net income from sources
within Louisiana, instead of on all net income, ef-
fective after December 31, 1968. In 1967, the
Tennessee legislature postponed a 7 percent tax on
the net income of building and loan associations

rom July 1, 1970, to July 1, 1971. This post-
ponement still remains valid. Until that time the
tax will be based on gross income and levied at a

3 percent rate As provided by the legislation,
the alternate tax methods for the intervening years
will be revised as follows: 7 percent of net in-
come or 74 percent (previously 65 percent) of the

3 percent gross income tax for the tax imposed
July 1, 1967; 7 percent of net income or 67 percent
(previously 56.5 percent) of the gross income tax
for the tax imposed July 1, 1968; ard 7 percent of
net income or 61 percent (previously 50 percent) of
the gross jncome tax.for the tax imposed July 1,
1969. The tax to be levied on July 1, 1970, will
be imposed at 7 percent of net income or 50 percent
of the gross income tax.

Of the 40 states taxing corporate income, only
13 allow the deduction of federal income tax pay-
ments, including three which allow such a deducticn
on a limited basis. Thirty-two states impose the
corporate income taxes at a flat rate. Graduated
rates, at a range of at least twc steps, are in ef~
fect in eight states. In seven of the eight states
taxing corporations at graduated rates, the highest
bracket begins at or below the $25,000 level; how-
ever, in the remaining state (Iowa) the lowest
bracket begins at $25,000 or below and the highest
at $100,000 down to the $75,000 level. Details of
the corporate income tax rates and provisions ap-
pear in Table 13.

Local Sales and Income Taxes

The term "piggy-back" tax has frequently been
used to denote a supplementary tax which states
have permitted cities or counties to levy in addi-
tion to the tax levied by the state. Increasingly,
the tax has been a broad-based local sales tax or a
local income tax. Although not common until the
1950's, the local sales tax had been authorized by
10 states by 1963.4/ 1Local sales taxes are now

4/ For further discussion and detail see CEF
Report No. 14, State Taxes in 1966, May 1967; and,
Colman, William G. 'Local Taxation.'" Address
given at the National Conference on Local Government
Fiscal Policy, Washington, D.C., November 16-19,
1266. Municipal Finance 39: 99-103; February 1967.
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TABLE 13,--STATE CORPORATION NET INCOME TAX PROVISIONS

Range of Minimum rate Maximum rate U.S. income Federal
State on net on net tax income used
rates . . .
income up to: income over: deductible as tax base
1 2 3 4 5 6
Alabama $000s0s00000000r0000 e 5007’ All income s X s
Alaska ciieeeeccccecceseceses  18.0% of federal
income tax3 ces cee eee X
Arizona Ss 0000000000000 0000 200-800 $1,000 $6,000 X coe
Arkansas 9900000000000 00000e 10 -5 0 3)000 25)000 ese LA A4
California ceeececescccocscne 7.0b/ All income ces cos ces
COlOtadO 6o os000000000s0 000 500 All income oo LA A4 X
ConnecticCut ..eeeeconvocevens 5.25¢/ All income . cee %
Delaware ®0 0080800000000 0000e 5.0 All income e oo X
GeOorgia sveeecececcccncecsess 5.0 All income cos oo cos
Hawaii 0000000000000 00000s e 5.85"6.435 25,000 25’000 see X
Idaho 9900000000000 0000000000 6.09/ All income oo [ XX 1 X
Indiana ®se0ssscscecssvecsssoce 2.0 All income At e X
Iowa 9000000 00n000000COCCOISIIOTS 4.0-8.0 ZS’QOO ’ 100)000 }@/ X
Kansas ©00 00000000000 00000 4.5 All i!lcome ese € X
Kentucky oveeeecceescccesons 5,0-7,0 25,000 25,000 X X
LOUiSiana 00000 OOIGISISISIOSIOSISIOETSTS 4’0 All income oo X LR R J
Maryland 0000000000000 00000e 7.0£/ All income LA A4 LA d X
Massachusetts ceeeecesvcccces 7.58/ All income cos . X
MiChigan 8000000000000 0000ss 506 All income see L XY X
Minneso:a ®08s00000000000s0000e 11.33 All income LAl X eve
MiSSiSSiPPi veeeeeecececseces 3.0-4,0 5,000 5,000 cee cee
issouri $0 0000000000000 0000 0 2.0 All income sse X e
Montana ®0s0s000000000000000s 5.5-./ All income wee see X
NebraSka toe0coos000s000000s0e 2.0 All income oo ®eo X
New Jersey sss0 000000000000 4’25 All income oo o X
New Mexico $s0s 000000000000 3’0 All income o X X
New York 000 0000000000000 7’01/ All income LA A4 LA A4 X
North Carolingd ..eecececesses 6.0 All income cee vee X
North Dakota so0 00000000000 0ve 3.0-6’0 3’000 15)000 X X
Oklahoma 0000000000000 00000S 400_ All income e X LER ]
0‘-"880“ 800000 9000000000000 6001/ All income LA A4 o see
Pennsylvania ceeecceccescesss 7.5, All income cos vas X
Rhode Island .ieececececcccces 7.05/ All income cee vee X
South Caroling .eeeeecceccess 5.0 All income eos cos cos
Tennessee 0000000000000 5"0 All income LA A4 oo s
Utah $9 0000000000000 0000000V e 6’0'1=/ All income oo X soe
Vermont ..ceceeecevesscsscoss 5.0/ All income coe cos X
Virginia ®esss0s00s000000s0ss 500 All income see soe e
West Virginia seececeveccesss 6.0 All income cos coe X
WisconSin 0400000000000 OCTOTTS 2.0-7‘0 1,00G 6,000 }@/ ose

Souxce:

Commerce Clearing House, State Tax Guide, New York: the House, Data as of January 1, 1969,

a/ Percent of federal rate in effect December 31, 1963, Tax rate amounts to 5,4 percent on income under $25,000
and 9.36 percent on income over $25,000,

b/ Minimum tax is $100,

¢/ When tax yield would be greater, tax is 2-5/8 mills per dollar of capital stock, surplus, and indebtedness.
Minimum tax is $30,

d/ Additional $10 tax for each corporation filing return,

e/ Deductions limited,

g/ Domestic corporations are allowed credit for franchise tax payments in excess of $25,

g/ Corporations are required to pay a tax equal to the greater of the following: (1) $7.00 per $1,000 per
value of tangible property not taxed locally or net worth allocated to Massachusetts, plus 7,50 percent of net
income; or (2) winimum of $100, whichever is greater,

h/ Minimum tax is $10,

i/ 9¢ a tax on three alternative bases whichever produces the greatest tax: (1) 1 mill per dollar of capital
allocated to New York; except 1/4 mill per dollax for cooperative housing corporations and limited-profit housing
corporations and limited-profit housing companies; (2) a formula used on a stated portion (5-1/2 percent of 30
percent) of net income plus compensation of officers and stockholders with a certain percentage of stock; or
(3) $100, There is an additional tax of 1/2 mill par dollar oi subsidiary carital,

i/ Financial institutions are taxed at 8 percent, Minimum tax is $10,

5[ Or 40 cents on each $100 of corporate excess if tax yield is greater,

1/ 0r a tax of not less than 1/20 of 1 percent of the fair value of tangible p - _erty in the state, whichever is
greater, Minimum tax is $10,

m/ Subject to reduction if there is sufficient surplus in the General Fund, Minimum tax is $25,




TABLE 14.--RANKING OF POPULATION, INCOME, AND TAX REVENUE

— —

Total state tax revenue, Total state tax

Total population@ Personal income, 19670/ 1968 revenue, 1968,

] July 1, A ¢ Per Ranking Rankine  2S @ bercent of

State 1968¢/ Ranking »moun - ... (per Amountd/ Per g personal income,

(millions) (nillions) capita capita) (millions) capitaE/ (P?f 1967

capita) -

Percent Ranking

1 2 3 4 5 6 7 8 9 10 11
50 states .... 199,052¢/ .. $621,732 $3,155 ... $36,414  $182,94 ... 5.9% .es
Alabama ..... . 3,566 21 7,656 2,163 48 532 149.09 40 6.9 17
Alaska ....... 277 50 1,017 3,738 4 60 218.06 9 5.9 29
Arizona ,,.... 1,670 34 4,444 2,720 33 316 189.17 18 7.1 15
Arkansas ,,.... 2,012 31 4,130 2,099 49 290 143,96 42 7.0 16
California ,., 19,221 1 70,204 3,665 6 4,663 242,62 5 6.6 19
Colorado ..... 2,048 30 6,191 3,135 19 361 176.39 23 5.8 31
Connecticut ., 2,959 24 11,609 3,969 1 500 168.92 27 4.3 46
Delaware ..... 534 46 1,905 3,642 7 145 271,14 2 7.6 5
Florida ...... 6,160 9 17,101 2,853 28 973 157.98 33 5.7 33
Georgia ...... 4,588 15 11,458 2,541 39 737 160,68 31 6.4 - 25
Hawaii ,....e. 778 40 2,415 3,331 13 243 311,90 1 10.1 1
Idaho .,e0c0.. 705 41 1,800 2,575 38 12 194,03 16 7.6 5
Illinois ,,... 10,974 4 40,850 3,750 3 1,731 157,70 35 4.2 47
Indiana ...... 5,067 12 15,980 3,196 16 819 161.66 30 5,1 40
IOWa eeeeeeees 2,748 25 8,558 3,109 21 502 182.84 19 5.9 29
Kansas .ee.s.. 2,303 29 6,961 3,060 24 357 155,03 36 5.1 40
Kentucky ..... 3,229 23 7,737 2,426 44 509 157,73 34 6.6 19
Louisiana .,.. 3,732 19 8,995 2,456 42 740 198.40 15 8.2 3
Maine .ceceeee 979 38 2,585 2,657 34 146 149,28 39 5.7 33
Marylard ..... 3,757 18 12,595 3,421 11 771 205.31 14 6.1 28
Massachusetts, 5,437 10 19,197 3,541 9 1,033 190,06 17 5.4 3¢
Michigan ..... 8,740 7 29,151 3,396 12 1,886 215,75 11 6.5 21
Minnesota .... 3,646 20 11,162 3,116 20 815 223,57 8 7.3 10
Mississippi .. 2,342 28 4,453 1,896 50 323 137,71 44 7.2 13
Missouri ..... 4,627 13 13,775 2,993 27 657 141.99 43 4.8 43
Montana ...... 693 43 1,939 2,765 31 105 151.48 38 5.4 36
Nebraska ..... 1,437 35 4,422 3,081 22 194 134.99 45 4.4 45
Nevada ....... 453 47 1,591 3,583 8 104 228,54 7 6.5 21
New Hampshire, 702 42 2,094 3,053 25 75 107,21 50 3.6 50
New Jersey ... 7,078 8 25,686 3,668 5 954 134,78 46 3.7 49
New Mexico ... 1,015 37 2,484 2,477 41 217 213,93 12 8.7 2
New York .,.... 18,113 2 68,916 3,759 2 4,447 245,52 4 6.5 21
North Carolina 5,135 11 12,267 2,439 43 900 175,30 24 7.3 10
North Dakota ., 625 45 1,589 2,487 40 101 162.33 28 6.4 25
Ohio ceeeeese.. 10,591 6 33,605 3,213 15 1,370 129,38 49 4.1 48
Oklahoma .,.... 2,518 27 6,594 2,643 35 428 169.78 26 6.5 21
Oregon ....... 2,008 32 6,122 3,053 23 325 161,75 29 5.3 39
Pennsylvania ., 11,712 3 37,065 3,187 17 2,004 171,07 25 5.4 36
Rhode Island ., 913 39 2,995 3,328 14 167 182,53 20 5.6 35
South Carolina 2,692 26 5,752 2,213 47 412 153,19 37 7.2 13
South Dakota . 657 44 1,745 2,590 37 88 133,75 47 5.0 42
Tennessee ,,.. 3,976 17 9,316 2,39 45 577 145.20 41 6.2 27
Texas .eeeeens 10,972 5 29,822 2,744 32 1,438 131.06 48 4.8 43
Utah ..cceeee. 1,034 36 2,667 2,604 36 184 177.48 22 6.9 17
Vermont ...... 422 48 1,178 2,825 29 88 208,94 13 7.5 8
Virginia ..... 4,597 14 12,719 2,804 30 732 159.16 32 5.8 31
Washington .., 3,276 22 10,871 3,521 10 879 268.21 3 8.1 4
West Virginia, 1,805 33 4,197 2,334 46 321 177.60 21 7.6 5
Wisconsin .,.. 4,213 16 13,220 3,156 18 991 235,12 6 7.5 8
Wyoming ...... 315 49 946 3,002 26 69 218,00 10 7.3 10
Sources: a/ Excluding armed forces overseas,

U.S. Department of Commerce, Bureau of the Census, b/ Personal income is for the calendar year,
State Tax Collections in 1968, Series GF68-No., 1, ¢/ Based on estimates of population as of July 1,
Washington, D.C.: U.S, Government Printing Office, 1968,

December 1968. p., 6, 10, Current Population Reports, g/ Data for 1968 are preliminary,
Series P-25, No., 403, Washington, D.C.: U.S, Gov- e/ Figure excludes District of Columbia which has
ernment Printing Office, September 19, 1968, U.S. a population of 809,000,

Department of Commerce, Office of Business Economics,
Survey of Current Business. August 1968,
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TABLE 15.--REIATION OF SELECTED ITEMS OF STATE AND LOCAL GOVE.NMENT FINANCE
TO PERSONAL INCOME, BY STATE: 1957

Geperal revenue from General expenditure on Property t
own_sources local education Perty axzrevenue
State Amount per Efiort Amount per Expendi- Amount per Effort
81,000 of rela- Rank $1,000 of ture rela- Rank $1?000 of r?la; Rank
income tived income tived income tive
1 2 3 4 5 6 7 8 9 10
50 states and D.C. .... $131.13 100 cee $48.35 100 cee $45.27 100 coe
Alabama ceecececccccccee 126,01 96 34 51.50 107 18 15.65 37 51
Alaska ..ccececccccccee 153.85 117 11 72.54 150 2 25,64 56 46
Arizona ..esececccccnce 161.69 123 4 59.95 124 8 57.46 126 9
ATKANSA8 ceveccccccccce 126.77 97 31 46,23 96 37 25.65 56 45
California .ceeececcoccses 149,21 114 15 53.01 110 14 63.53 140 4
Colorado ceeecccccccces 155.61 119 10 54,07 112 12 55.92 123 10
Comnecticut .cceececeee 107.76 82 48 39,72 82 47 47.10 104 21
Delaware .eeecccccccsccs 135.54 103 26 44,17 91 41 19.47 43 50
District of Columbia .. 98.82 75 51 36.66 76 51 29,23 64 38
Florida .eecececccccess 142.51 109 23 47,91 9¢ 33 44,02 97 27
GeOYgia .eeeeeccccccccse 126.59 97 33 49,21 102 29 29.33 65 37
Hawaii .sieeeeccccccccce 161.66 123 5 55.11 114 11 27.43 60 41
Idaho cecececcccccccccs 157.44 120 6 51,76 107 15 44,26 7 26
T11inoi8 eceeeececccscsces 102,16 78 50 36.83 76 50 41,62 92 31
INdiana eeceecccsccsscss 125,80 96 35 50.15 104 21 51.34 113 18
TOWA cececcccccccscccee 136.96 104 25 48,71 101 31 54.29 119 13
KANSAS ceececcccccccnoe 137.80 105 24 49,07 101 30 55.11 121 11
Kentucky .ceeeeenceccsse 127,19 97 30 44,92 93 39 25.56 5€ 7
Louisiana .eeeeecccccee 155.66 119 9 58.33 121 9 23.35 51 48
Maine .cceeseccccccccece 128,48 98 28 47,20 98 35 52.35 115 15
Maryland ....cccececeeee 125,42 96 36 50,00 103 23 43,56 96 28
Massachusetts ceeesecees 128.94 98 27 39.13 81 49 58.44 129 7
Michigal coeeecoccccces 126,69 97 32 50,42 104 19 44,89 99 23
MinnesSota ceeececececcececee 156.84 120 7 62,17 129 6 62,16 137 6
MisSiSSipPl eeeecencecs 150,39 115 13 50,11 104 22 30.73 68 36
MiSSOUri cecececcccccee 115,90 88 42 44,88 93 40 37.38 82 32
MONtana ..eeecececccces 146.69 112 17 53.24 110 13 63.61 140 3
Nebraska ceececececcecece 122,48 93 38 42,56 88 43 67.17 148 2
Nevada ceeececcccccccese 149,60 114 14 48,01 99 32 44,69 98 24
New Hampshire ..ccccce. 112,52 89 46 42,85 89 42 57.97 128 8
New JersSey ceeeccccecee 110,78 84 47 40,46 84 46 52.85 116 i4
New MeXiCO seeececsccce 168 .41 128 3 77.17 160 1 27.20 60 42
New YOrk ceeencecccecces 156.81 120 8 50.33 104 20 51.68 114 17
North Carolinad ...ecee. 123,56 94 37 49,98 103 24 26,04 57 44
North Dakota ..ceececee 180,55 136 2 67.19 139 5 54,77 120 12
OhiO ceeeccoccccccccnce 105,47 80 49 42,21 87 44 42,46 93 29
0k1lahoma ceeeeeoccerceee 142,93 109 21 49,80 103 25 36.07 79 33
0regon ceeeecccccccccss 145,33 111 18 58,01 120 10 51.75 114 16
Pennsylvania ceeececces 113,22 86 45 47.26 98 34 32,64 72 35
Rhode Island ceeccesces 114,64 87 44 39.92 83 47 44,45 98 25
South Carolind eeceeceee 122.33 93 39 49,59 103 26 20,69 46 49
South Dakota eeceecccss 152.59 116 12 62,14 129 7 63.35 139 5
TEeNNeSSEe eececsvocssess 121,76 93 40 46.66 97 36 28.46 63 40
TEXAS eenccccccccccccsse 120,02 92 41 51.64 107 16 41,74 92 30
[ 1] oF: ] + B 149,12 114 16 71,53 148 3 47,13 104 20
Vermont eeeeecccesccsse 142,78 109 22 41,67 86 45 45,50 100 22
Virginia veeecesccccces 115.43 88 43 49.41 102 27 28.91 64 39
Washington ...eeeeeeeee 144.89 110 19 49,39 102 28 34.71 76 34
West Virginia ..eeceeee 127.91 98 29 51,54 107 17 27.16 60 43
Wisconsin ceeecececceec 143,80 110 20 46,08 95 38 48,43 107 9
WYyoming ceeseecccccccsces 181,68 139 1 70,97 147 4 74,54 164 1
Source: November 1968. p. 50.
U.S. Department of Commerce, Bureau of the Census, g/ Effort relative computed by dividing a

Governmental Finances in 1966-67. Series GF67-No, 3. state's revenue or expenditures per $1,000 of

Washington, D,C.: U,S. Government Printing Office, income by the national average.
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permitted in 19 states; in 13 of the 19 states, the
taxes are the piggy-back taxes administered by the
state. Some states, however, have in the past per-
mitted the lccalities to administer the local sales
tax themselves, or to choose state administration.

The Advisory Commission on Intergovernmental
Relations, according to its Executive Director,
William G. Colman, has advised that states be
cautious about extending nonproperty taxing powers
to localities The primary reasons, as stated by
Colman, are that (a) nonproperty taxes may be un-
suitable for small communities which may lack the
facilities needed for their administration; (b) such
taxes may have yields insufficient to provide a
suitable ratio between labor and other administrative
costs as related to yield; and (c) the local taxes
"may adversely affect the community's economic
position relative to its neighbors, particularly
when it is one or many small interdependent units
clustered within a large urban complex.”d/ Conse-
quently, only large taxing areas may be capable of
effectively administering the taxes and thus able
to iustify their adoptions, according to the Ad-
visory Commission on Intergovernmental Relations.

In spite of the factors thz. inhibit local
sales and income tax adoptions, however, the ex-
pansion of such taxes continued in 1968 as it had
in 1967. County transient rooms taxes were au-
thorized in Xentucky for counties containing cities,
effective June 13, 1968. This tax iz not to ex-
cead 3 percent of the rent charged for rooms by
motor courts, hotels, motels, and similar accommoda-
tions. Missouri authorized counties of the first
class having a charter form of government to levy

3/ Colman, William, G., op. cit., p. 102.

a license tax not to exceed 5 percent on gross
receipts of public utilities, from business within
unincorporated areas of the country; to levy license
taxes on motor vehicles owned by persons residing

in areas outside incorporated cities; and to impose
a cigarette tax not to excced 5¢ per pack. New
Mexico authorized the board of county commissioners
to levy a county sales tax not to exceed 1/4 of

1 percent of gross receipts of all retail businesses
and services within the county in addition to the
gross receipts tax already in effect. Any ordinance
imposing the tax must be submitted to voters of the
county for approval. The tax may not be levied for
more than five years from the effective date of the
iizposing ordinance.

Virginia authorized cities and counties to
levy 1 percent use taxes. Local use faxes were not
imposed before July 1, 1968. This 1 percent use
tax is in addition to the 3 percent local sales tax.

In other legislative actions during 1968, rates
of existing local taxes were increased in several
instances or the coverage was changed. 1In Louisiana,
the sales and use tax that municipalities are au-
thorized to impose cannot be in excess of 1 percent,
and must conform to all proceedings and elections
reguirgd. Tennessee authorized an incr, ase in the
local sales tax rates for counties and ZAacorporated
ciries and towns, effective June 1, 1968. These
sales and use taxes are to be levied on the same
privileges as the state tax at rates mot to exceed
one-half (formerly one-third) of the prescribed
stale rates, provided that the tax levied may not
exceed $5 per single article if the tax does not
exceed one-third of the state rates, or $7.50 if
the tax exceeds one-third of the state rates.
Wyoming voters repealed a $2 poll tax on November 5,
1968, which had been used for county school purposes.

Prepared by Ellen Roderick, Staff Assistant,
and Linda Goodenough, Assistant
to the Committee
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