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CHAPTER I

INTRODUCTION

In recent years the need for a comprehensive survey
of the revenues of Alabama municipalities has become in­
creasingly acute. To a considerable extent this is part
of a general need for information about municipal
revenues, expenditures and financial administration. Such
information is basic to a complete understanding of munici­
pal government. It is as essential to municipal officials
as to those engaged in study and research in the field of
municipal government in Alabama. There is ample justifi­
cation, however, for concluding that an analysis of the
revenues of Alabama towns and cities is more urgently
needed at this time than studies of expenditures or the
techniques and procedures of financial administration.
In the past five years, municipal officials have con­
stantly emphasized the need for additional revenues.
Their position is that urban populations have grown at a
rate far beyond that at which municipal revenues have in­
creased. For this reason and because of the heavy public
demand for expansion of existing municipal services and
for new municipal services, the revenue problem has be­
come increasingly serious. It is perhaps inevitable that

1
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the critical financial condition of Alabama cities has
produced pressure for relief of two kinds: increased
financial assistance from the State and reform of local
revenue raising systems. In view of this situation, the
need for an objective appraisal of the present structure
of municipal revenues is manifestly clear. A factual
knowledge of the present structure of municipal revenues
is essential to the formulation of any program aimed at
improving the fiscal situation of the cities.

1. Objectives of the Present Study
This study was undertaken in an effort to accomplish

a comprehensive but fairly detailed survey of the revenues
of Alabama cities over five thousand population.1 It

enumerates the sources of revenue which these cities have
developed and establishes the relative importance of each
in the over-all pattern of municipal revenues. It pro­
vides a basis for comparing the productivity of the same

1. Revenues of Alabama cities from 2,000 to 5,000
population have been analyzed in a previous study. Paul
E. Alyea, Revenues of Small Alabama Cities (Bureau of
Business Research and?Bureau of Public Administration,
University of Alabama: 1951).
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source among different cities. The study also considers
the legal basis of each source and the factors which de­
termine its productivity. Trends which have developed in
the last five years are evaluated and probable future
developments are noted. Weaknesses and strong points of
the present structure of municipal revenues are observed.
The attitude of municipal officials and other pertinent
factors are pointed out where they have significance.

In short, this analysis attempts to provide students
of municipal government and municipal officials with a
sound basis for understanding the over-all financial
structure of the selected group of cities. From the view­
point of the municipal officials, it is hoped that this
will enable him to better understand and deal with the
problems of his particular city. From the viewpoint of
the student, the study should provide a basis for
analyzing other financial aspects of municipal government
in Alabama and promote a better understanding of the
problems facing these and other cities and towns.

While the survey is oriented toward this broad, over­
all objective, one aspect of the situation is given
special emphasis—the demands made by-municipal officials
for increased financial assistance from the State.2 In

2. Ed J. Howard, "State Government Slights Our
Cities," Alabama Municipal Journal, (March, 1955), p. 7.
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evaluating them, two considerations seem pertinent. The
first of these is whether present revenues are inadequate
for the needs of these cities. Assuming that present
revenues are not adequate, the second consideration must
be whether or not there are alternative means, more
logical and desirable, of providing increased revenues
for municipal governments.

2. Definition and Classification of Revenues
For the purposes of this study, the term "revenue"

is interpreted broadly as: "Additions to cash or other
current assets which do not increase any liability or

3reserve, nor represent the recovery of an expenditure."
This immediately excludes funds obtained by issuing bonds
and warrants or any other form of borrowing. Transfers
between funds are also excluded for two reasons. First,
while one fund increases its assets by each transfer,
the fund from which the transfer was made must report a
decrease in its assets. The municipality as a whole en­
joys no increase in assets. The second reason is that
such funds often represent accumulated revenues and the

3. National Committee on Municipal Accounting, A
Standard Classification of Municipal Revenues and Expendi­
tures, Bulletin 9 (Chicago: National Committee on
Municipal Accounting, 1939)> p. 73.
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money transferred may have been received in prior years.
In general, there was no problem in applying this

definition to determine whether or not receipts should
be included as revenue. Some questions did develop with
regard to specific items but in very few cases was it
necessary to resort to a purely arbitrary decision. It
is convenient to consider these special cases as they
arise in the following outline of the classification
system used in the study rather than to attempt to sum­
marize them at this point.

The absence of a uniform accounting terminology made
it necessary to classify the revenues of each city ac­
cording to a standard system. Without this, it would
have been impossible to compare the revenues of the
various cities and formulate any pattern. So far as

4possible, accepted standard classifications were used.
However, in some cases the standard terminology was
modified to fit particular circumstances which appear
in Alabama and to comply with the terminology and con­
cepts which prevail among the officials of these cities.

Local Tax Revenues.—Revenues of these Alabama
cities over five thousand population are readily broken

4. Ibid.



6

down into three general groups: local tax revenues,
local non-tax revenues, and revenues from other govern­
ments. The receipts classified as local tax revenues
are obvious. This category includes the ad valorem
property tax, the occupational license tax, selected
license taxes, the gross receipts sales tax, and pay­
ments in lieu of taxes. It is apparent that each of
these represents a net addition to current assets and,
with the exception of payments in lieu of taxes, that
they logically fall in the category of local tax
revenues. While it is possible to argue that payments
in lieu of taxes should not be included in this group,
they were considered as a tax revenue in almost every
city where reported. In all cases, these payments were
made in lieu of ad valorem taxes on property owned by
another governmental unit. In view of this, it can be
argued that they are derived indirectly from the power
of the city to tax property. Finally, the most common
source of these payments are municipal electric systems
constructed under the programs of the Tennessee Valley
Authority. While they may not be taxed by municipali­
ties, they make annual payments in lieu of taxes and
these payments are computed by applying the combined
municipal, county and state tax rates to the assessed
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value of the property. This method of determining the
amount of these payments is in itself an argument for
classifying these payments as tax revenues.

Local Non-Tax Revenues.—Local non-tax revenues in­
clude receipts from fines and costs, parking meters,
inspection fees and permits, service charges, income
from property, income from utilities and miscellaneous
revenues. They encompass all local revenues not collect­
ed in exercise of the taxing power. Fines and costs and
receipts from parking meters present no problems with
respect to classification and obviously constitute
revenues within the above definition. Inspection fees
and permits require some explanation. This group in­
cludes such items as meat and milk inspection fees;
inspection fees and permits for building construction
and the installation of plumbing, electrical and natural
gas facilities; bicycle licenses; elevator inspection
fees; dog licenses; pound fees; sign permits; and exca­
vation permits. This summary does not exhaust the list,
but it does include the more common items classified
under this heading. It should be noted that the license
fees included in this group are levied as control
measures in contrast to license taxes which are primarily
revenue devices.
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It is apparent that garbage collection fees and
sewer service charges can be classified as service
charges. It would, in fact, be difficult to justify a
decision to classify them under any other heading. In
contrast, receipts from cemeteries present something of
a problem. Where the receipts represent payments for
lots sold by the city to individuals, it can be argued
the transactions represent a recovery of assets. How­
ever, officials of the cities included in this study
state that it is most unusual for the charge for a lot
to be computed on the basis of the cost of land pur­
chased by the city and set aside as a cemetery. They
also indicate that receipts from the sale of lots far
exceed the original cost of the property. This profit
is a net gain to the city. In addition, a large part
of receipts from a cemetery in most cities represent
charges for grave openings and the maintenance of
cemetery lots. All receipts from cemeteries, therefore,
have been classified as revenue. Since it was not pos­
sible to separate maintenance fees from lot sales, it was
necessary to classify them either as service charges or
income from property. It was decided to classify them
as service charges in line with the viewpoint of city
officials and the fact that a major portion of these
receipts represent maintenance fees.
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Fees collected from the use of recreational facili­
ties are also listed as service charges rather than as
income from property. There are several reasons under­
lying this classification. While it is true that
recreational facilities—swimming pools, stadiums,
auditoriums, libraries, etc.—constitute property, they
were created not because of their value as such but be­
cause they provided certain recreational facilities.
Charges made for the use of such facilities are based
not on the cost of the property, but rather the charge
is made to offset the cost of maintaining and operating
the facility. This is particularly true in the case of
swimming pools; the most common source of revenue from
recreational facilities. In this case, the receipts
from fees are used to offset the cost of providing
towels, lifeguards, lighting and other expenses of cur­
rent maintenance. Finally, city officials almost un­
animously classify these revenues as service charges.
An exception could be claimed in those instances where
a city rents its auditorium or stadium to private groups
or where it leases concessions. However, these rents
represent only a small part of receipts from recreational
facilities and are included in the classification of
service charges.
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In addition to these major sources of revenue from
service charges a few cities reported fees from health
clinics, charges for police patrols outside the police
Jurisdiction, charges for fire protection, fees for
sewer connections, charges for the use of equipment, and
charges for paving streets or sidewalks for private indi­
viduals. Of these charges, only the last two items
raised any question with respect to their classification.
Charges for the use of equipment could be considered as
income from property. It was determined, however, that
in most cases city employees operate city equipment when
it is hired by private individuals or other governmental
units and the charge is actually for the service perform­
ed rather than for the equipment per se. Charges for
street paving and curbing for private individuals also
represent a special case. The limited scope of such
projects and the fact that the city does not initiate
them precludes their classification as special assess­
ments. In many cases, the city performs this service
on a cost basis and where the charge is intended only to
reimburse the city for the expenditures involved it is
not considered revenue. Where the charge is not direct­
ly related to the expenditure involved it may be con­
sidered a service charge.
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Income from property presents little difficulty in
classification. The most common item in this category
is rent paid for the use of city-owned property.
Charges for the use of municipal airports represented
the second most important source. Several municipalities
have built and maintained airports, and in some cases
they derive considerable income from fees paid by com­
mercial airlines for the use of the facility and from
leases made to concessionnaires. Since the cities are
not normally concerned with the operation of the airlines
or the concessions these receipts are better classified
as income from property than as service charges. Other
minor items in this group include profits from the sale
of property—which are not frequent, charges for the use
of municipal warehouses and market facilities, and in
one case money derived from the city equity in a local
electric system. In all cases these receipts represent
a current addition to municipal assets and are classi­
fiable as revenues.

Perhaps the most difficult problem of classification
involved income from public utilities. The difficulty
resulted from the fact some cities operate utility
systems as a regular department of the city government
while others have turned their systems over to special
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boards—Incorporated or unincorporated—and some do not
operate municipal utilities but rely on privately owned
systems. It was decided to consider as revenue only
surplus funds resulting from utility operations which are
made available to the city council or commission for
general expenditure. Income from utilities thus in­
cludes the net profits from utility systems operated as
regular departments of the city government and appropri­
ations or transfers to the city from the profits of
systems operated by separate boards. This classification
means, in effect, that utility services are ignored as a
function of municipal government. However, if all
utility receipts were included as revenue while ignoring
the expenditure side of municipal finance, considerable
distortion would have resulted since the cities which
operate utilities would appear to have substantially
larger revenues than those who do not have utility
systems.

All locally collected revenues not elsewhere classi­
fied are considered as miscellaneous revenues. Included
in this group are such items as payments from the sale
of scrap, insurance premiums, donations, interest, etc.
It can be argued that interest more accurately falls
under the classification of income from property. How­
ever, city officials generally consider it as 
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miscellaneous revenue and in most cases it is an inci­
dental source of income since few cities manage their
various funds with any planned effort to benefit from
interest payments. Since interest payments are so
small that they do not warrant a special category, it
was decided that they would be classified as miscellane­
ous revenues, thereby confining income from property to
returns from real property.

Revenue from Other Governments.—Revenue from other
governments is made up almost entirely of State-and-
county-collected, municipally-shared revenues with re­
ceipts in the form of Federal and State grants-in-aid
representing minor items. The State shares receipts from
Alcoholic Beverage Control Board profits, motor vehicle
license taxes, financial institutions excise taxes, and
gasoline taxes with all municipalities. County-collect­
ed, municipally-shared revenues are less common. Jeffer­
son County shares receipts from taxes on gasoline, beer,
and tobacco with its towns and cities. Tuscaloosa County
shares receipts from gasoline and tobacco taxes. Both
counties share receipts from their road and bridge tax
with their municipalities. Federal and State grants-in-
aid were reported by few cities. Those reported repre­
sented grants for airport construction, civil defense
equipment and hospital facilities. Receipts from all
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these sources clearly represent a current addition to
assets and must be defined as revenue.

Special Assessments.—It will be noted that special
assessments are considered apart from all other revenues
analyzed in this study. There are two reasons for this.
The first is the fact that the wide difference in the
use of special assessments would have distorted the com­
parison of other revenues had they been combined. The
second is the fact that improvement assessments repre­
sent a special type of revenue. Normally, they have a
direct relationship to the cost of the improvement as­
sessed and are used as a device to transfer the cost of
such improvements from the city to the property bene­
fited by the project. On this basis, it can be argued
that receipts in the form of special assessments repre­
sent a recovery of assets and are not revenue. The fact
that the city can levy them without the consent of the
individual property owner, however, gives them some
aspects of a tax. In addition to this, they are an ac­
cepted and widely used method of financing municipal im­
provements and city officials look upon them as revenue.
In view of these considerations, the study would be in­
complete without some consideration of special assess­
ments, as revenue, but it seemed desirable to consider 
them apart from other revenues.
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In general, it can be said that an effort was made
to Include all revenue which the cities have available
to pay the cost of all the services and facilities which
they provide with the exception of gas, water and
electric utility systems. To achieve this, it was neces­
sary to ignore the existence of special funds and the
revenues of each of these funds are classified under the
appropriate group with general fund revenues. Similarly,
no over-all effort is made to relate receipts to expendi­
tures, although this is pointed out where it is essential
to the analysis.

3. The Approach to the Problem
In concluding this introduction, a brief summary of

the scope of the study and the methods used in the sur­
vey may be helpful in understanding the facts and con­
clusions presented in the chapters which follow. The
study is based on the revenues of 39 Alabama cities

5having a 1950 population of 5,000 or more. Data are

5. Seven Alabama cities having a 1950 population
over 5,000 are not included in the survey. No effort
was made to include Phenix City in view of the situation
which prevailed there at the time data for the survey
were collected in the summer of 195^. Officials in
Ozark, Attalla and Jasper did not reply to requests for
information and personal interviews. Officials in
Andalusia, Demopolis and Fort Payne indicated a willing­
ness to cooperate but would not send the necessary re­
ports through the mail and it was impossible to schedule 
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presented from 32 of these cities for the years 1949,
1951 and 1953. Four cities reported revenues for only
two years, 1951 and 1953, and three cities reported
data for only one year, 1953. These years were select­
ed to provide a range wide enough to reflect recent and
current trends in the revenue patterns of these cities.
The interim years were arbitrarily omitted to limit the
study. However, changes in the revenue structure of the
cities which occurred during these interim years are
noted at appropriate points in the analysis.

The basic statistical data presented in the survey
were compiled from the annual audit reports of the
municipalities. Wherever possible, copies of these re­
ports were secured in advance of the field trips to each
city. It was not possible to do this in all cases, since
some cities did not have extra copies of their reports
and would not permit file copies to leave the clerk’s of­
fice. In such cases, the necessary figures were extracted 

personal interviews in the course of regular field trips.
The time and cost of making a special visit to each of
these cities precluded such an effort and made it neces­
sary to omit them from the study.

6. Anniston, Decatur, Atmore and Enterprise are the
four cities which did not report data for 1949. Athens,
Lanett and Opp submitted reports for only one year, 1953.
In all cases, city officials simply did not have audit
reports available for the years indicated.
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at the time of the personal interview and questions which
developed in classifying them were settled at that time
or by correspondence.

The writer was able to visit 33 of the 39 cities in­
cluded in this survey. Russellville, Cullman, Athens,
Prichard, Troy and Opp were not included in field trips.
These omissions were not intentional but arose from the
fact that appointments with municipal officials in these
cities could not be fitted into an itinerary which in­
cluded several other cities. In these cases, the in­
formation was obtained through correspondence. The
personal interviews made it possible to verify the
classification of statistical data taken from the audit
reports and clarify any doubts as to whether or not
specific items should be considered as revenues. Pri­
marily, however, they were required to assemble data as
to rates of the various taxes and charges, the reasons
for an increase or decline in receipts from various
sources, the viewpoint of municipal officials, and
similar information necessary to an accurate evaluation
of the statistical data. The primary contact in each
city was the City Clerk except in Birmingham, Mobile and
Montgomery where the comptroller was Interviewed. Inter­
views, however, were not confined to these individuals
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Elected officials and other appointed officials were
interviewed as the opportunity or necessity developed.
State and county officials were also interviewed with
respect to shared revenues.

It should be noted that the per capita figures pre­
sented in the study are based on 1953 receipts and 1950
population figures. They are, as a result, slightly in­
flated. This could have been avoided to a considerable
extent by basing per capita statistics on 1951 revenues.
However, it was concluded that it would be desirable to
have revenue figures as up to date as possible. Since
the tendency toward inflation is the same in all cases,
and since per capita comparisons are made only for a
year, this does not distort the comparative value of
these figures. This seemed a more sound procedure than
making an estimate of the 1953 population of these 
cities



CHAPTER II

THE LEGAL FRAMEWORK OF MUNICIPAL REVENUES

The power of Alabama cities to develop revenue from
various sources is not inherent by virtue of their
existence as corporate political entities. Municipali­
ties are created by the legislature and are subject to
all restrictions which that body may place upon them.'1 2’

They may take no action without an express grant of
power, an implied power construed from such a grant, or
unless the action is essential to the purpose of the

2corporation. The delegation of power from the state to
its municipalities may be broadly stated and allow con­
siderable discretion. It may also be limited and strict­
ly defined.

1. The Alabama courts have established this princi­
ple in several decisions. City Council v. Foster, 133
Ala. 587, determined that the municipality derives all
its powers from the state. In another case, Ex Parte
Rowe, 4 Ala. App. 254, the court held that municipali­
ties are but subordinate departments of the state
government. This viewpoint was expanded in Emily v.
Simpson, 166 Ala 366, when the court adopted the
doctrine expressed in Hunter v. Pittsburgh, 20/ U.S. 161,
that "Municipal corporations. . .are created as con­
venient agencies for exercising. . .powers of the state
as may be intrusted to them."

2. Gambill v. Erdick Bros., etc., 143 Ala. 506.

19
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Such a situation makes it necessary to give some
thought in this study to those provisions of the Con­
stitution and to the several statutes of Alabama which
permit the cities to develop sources of revenue and out­
line the procedures to be followed in developing them.
However, it is not intended that this chapter present a
detailed analysis. It will summarize those provisions
which authorize the cities to exercise certain powers
in raising revenues and the substantive and procedural
limitations surrounding this authorization. Particular
emphasis will be placed upon the latter as they de­
termine the discretion a municipality may exercise in
adjusting its revenue patterns to the local situation
as well as in regulating the productivity of each source.

1. Tax Powers
The power to tax is undoubtedly among the most im­

portant powers which a state can delegate to its munici­
palities. In Alabama this delegation has taken two
forms: permission to levy an ad valorem tax on real and
personal property and the power to collect license
taxes.

Ad Valorem Property Tax.—The power to levy the 
ad valorem tax is defined in greater detail by the 
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Constitution and statutes of Alabama than any other
3source of municipal revenue. The basic authorization

for this tax states briefly that all municipalities may
levy this tax on all property not specifically exempted
from it. It also establishes the legal basis for the
local governing body to collect the tax and provides
that a properly appointed official will make a valu-

4ation based on the State assessment. This has been
interpreted to mean that the state assessment for the
previous year must be the basis of the current valu­
ation for municipal taxes.Nor can it be approxi-
mately the same; it must be exactly the same. Even if
these rulings did not prevail, the stipulation that the
property owner shall be notified if the city assessor

3. Code of Alabama (1940), Title 37, Sec. 670.
Hereinafter referred toas the Code.

4. A city may elect to collect its own property
tax and appoint the necessary officials under pro­
visions of the Code, Title 37, Sec. 407. If so, it will
administer the tax in accordance with provisions of the
Code, Title 37, Chap. 15, Art. I. No city included in
the present study utilizes this method and the details
are omitted.

5. Birmingham^. Klein, 89 Ala. 461. Elyton Land
Co. v. Birmingham, 89 Ala. 477.

6. Bessemer v. Southern R. Co., 157 Ala. 428.
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determines a higher value than the state assessment
would probably achieve the same effect since it is
likely an appeal would be instituted in most such cases.

The larger cities can, however, evade these limi­
tations on the assessment of property. The statutes
provide that if any city over 15,000 population makes
an assessment and presents the results to the county
governing body prior to April 1, that body shall adopt
the city’s assessment as the basis for levying county

7and state taxes within the city. Few Alabama cities
can meet the population requirement, however, and for
the smaller municipalities there is no alternative but
to accept the state assessment.

In view of the above situation, it is not surpris­
ing that the cities included in this study do not levy
and collect the ad valorem tax directly but, instead,
utilize the alternative method under which the county
collects property taxes for the municipalities therein.
By ordinance, a municipal governing body may authorize
county tax officials to assess and collect the munici­
pal property tax in conjunction with the county and

7. Code, Title 37# Sec. 672.
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state levies. Special administrative safeguards ensure
that the municipal levy will be separately accounted for,
and the county tax collector must settle his accounts

owith the city treasurer annually. County officials re­
ceive in return a commission for their services—not
more than two percent of the amount collected for the
county assessor and the same for the county tax col­
lector.8 9 10 The sole function of the city council or com­

mission under this plan is to fix the rate of the tax
to be levied. Should this not be accomplished in May of
each year, the rate for the previous year automatically
remains in effect.11

In addition to these restrictions on the power of
municipalities to assess and to tax property, there are
others which are more specific. Special provisions regu­
late the assessment of corporate shares of stock and

8. Ibid., Sec. 701 and 703. Where this system
is adopted, the same provisions for the administration
of this tax apply to municipalities or to the county and
state levies. They are found in the Code, 1940, Title
51, Chap. 3-14.

9. Ibid., Sec. 703-731.
10. Ibid., Sec. 732.
11. Ibid.
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12other intangibles. Public utilities must be assessed
13by the Department of Revenue. The assessment and

collection of ad valorem taxes on motor vehicles is as­
signed directly to county officials to be accomplished
at the time of the annual licensing of the vehicle.1^

Municipalities can in no way influence the assessment
of these particular types of property.

Property Tax Exemptions.—The above restrictions
are supplemented by several major substantive limita­
tions which effect the productivity of the property tax.
For example, certain types of property are completely
tax exempt. 15 The exemptions may be broken down into

two classifications. (1) According to ownership—
property owned by the federal, state, county or other
governmental units and agencies; educational, religious,
or charitable institutions; and partial exemptions on

12. Code, Title 51 > Chap. 15.
13. Ibid., Sec. 142 et seq.
14. Ibid., Sec. 704 and 877.
15. Ibid., Sec. 2, 10-14 and 431. Constitution

of Alabama (1901)> Art. 4, Sec. 91. Hereinafter re­
ferred to "as the Constitution.
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property of the physically handicapped; (2) by specifi­
cation according to type—government bonds, bank de­
posits, libraries, cotton and other agricultural
products, provisions and supplies on hand for current
use by families or individuals, raw materials, and manu­
factured items held by the manufacturer. All items not
specifically exempted, however, are subject to taxation

16
and the courts have strictly interpreted these exemptions.
In addition, the claimee has the burden of proving an

17exemption. It should also be noted that the homestead
exemptions from the ad valorem tax levied by the State
of Alabama are not extended to the municipal level as in

18some states.
Temporary exemptions—not to exceed fifteen years

duration—are extended to property located in territory
annexed by cities of 25,000 population, or greater, if
the annexation is accomplished under the provisions of

16. The provision that all property not speci­
fically exempted may be taxed is found in the Code,
Title 51, Sec. 21. In Brown v. Protective Life Ins.
Co., 188 Ala. 166, and State v. Elba Bank, etc♦, "18 Ala.
Tvop. 253, the courts ruled that exemptions must be
strictly construed.

17. Bowman v. State Tax Comm., 235 Ala. 190.
Henry v. McCormack Bros. MoTor Car Co., 232 Ala. 196.
Atty. Genl Quar. Rep., Oct-Bec., T93B’, PP. 285 and 329.

18. Code, Title 51, Sec. 15.
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19Title 37, Article 2. However, the annexing municipal­
ity is required to furnish only police and fire pro­
tection to persons residing in exempt territory for the
duration of the exemption and this provides a strong

Of)incentive for property owners to waive exemption. After
the first five years of exemption, property in any part
of the annexed territory with a density of at least
twenty persons in a contiguous ten-acre area becomes

21subject to taxation. No mention is made of tax
exemptions for property in territory annexed under the
provisions of Title 37, Article 1, and there is no re­
quirement for exemption where two corporate municipali­
ties merge although this may be done by agreement of the

22merging communities under certain conditions. In
addition to the above mandatory exemptions, cities may
allow certain other exemptions intended to promote in-

23dustry and manufacturing. The latter cannot be con­
sidered limitations on the municipality’s power to tax,
however, since they are discretionary.

19. Ibid., Title 37, Sec. 153 and 155.
2°. Ibid., Sec. 172 and 182.
21. Ibid., Sec. 154.
22. Ibid., Sec. 215.
23. Code, Title 51, Sec. 3.
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Rate Limitations and Assessment Ratio.—The
productivity of the ad valorem property tax is primarily
determined by the rate levied and the ratio of assessed
value to the actual value of each item of property taxed.
With respect to the assessment ratio, the Constitution
requires that all property be taxed in exact proportion

24to its fair and reasonable market value. The "exact
proportion" has been determined by statute to be sixty

25percent of the full value of the property. Thus forty
percent of the value of all real and personal property
is automatically exempt from the ad valorem tax. It
is significant to note, however, that neither the Con­
stitution nor the statutes provide any guides or standards
for determining the method by which the market value of
any type of property shall be determined. The effects of
this will be pointed out in the following chapters.

The Constitutional limitations on the rate of the
ad valorem tax which each of the 39 cities included in

24. Constitution, Art. II, Sec. 211.
25. Code, Title 51, Sec. 17.
26. Pitman v. Johnson, 237 Ala. 64, defined

taxable property as 60 percent of the full value of the
property. Johnson v. State, 245 Ala. 499, specifically
ruled that this restriction applies to municipalities
as well as to the state and counties.
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this study may levy are summarized in Table I, Appendix.
Twenty cities may levy a basic rate of five mills by
ordinance of the governing body for general govern­
mental operations. In addition, they can levy an ad­
ditional ten mills under certain circumstances—up to
five mills by ordinance of the governing body for debt
service requirements and up to five mills for any
special purpose as authorized by a majority of the
voters of the city. Thirteen of the remaining cities
may levy the basic rate of five mills by ordinance of
the governing body and, in addition, up to seven and
one-half mills for any special purpose as authorized by
their voters. The remaining six cities represent
special cases. Tuscaloosa and Talladega may levy a
basic rate of ten mills by ordinance of the governing
body and up to two and one-half mills for any special
purpose as approved by the voters. Decatur and Cullman
may levy the basic rate of five mills, an additional
rate of seven and one-half mills as approved by the
voters, and are also authorized to collect another three
mills for meeting the obligations created by bond issues
for school construction. Montgomery may levy the basic 
rate of five mills and seven and one-half mills for debt 
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service requirements. Mobile may levy a basic rate of

seven and one-half mills for general governmental oper­
ations and five mills for debt service requirements. In
both Mobile and Montgomery, the maximum rate may be
levied by ordinance of the governing body.

In summary, twenty cities may enact a maximum ad
valorem tax rate of fifteen mills, seventeen cities may
levy up to twelve and one-half mills, and two may levy-
up to fifteen and one-half mills. Additional levies in
excess of these maximum rates represent an unconstitu­
tional exercise of the taxing power and will be declared

27invalid by the courts. Moreover, the State or county
may not levy an ad valorem tax applicable to property
in a particular municipality and refund the revenue from
it to the municipality if the rate of this special levy-
added to the rate levied by the city or town exceeds the

28legal maximum established for that community. In con­
junction with the exemptions enumerated above and the
restrictions governing the assessment ratio, these rate

27. State v. Southern Railway Co., 115 Ala. 250.
28. State v. Southern Railway Co., supra and

Jefferson County v. Birmingham, 251 Ma. 634.
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limitations complete a very rigid framework which a
municipality may not exceed in developing revenue from the
ad valorem property tax.

License and Privilege Taxes.—In contrast to the
provisions which authorize and limit the ad valorem
property tax, the Constitution makes no mention of license
taxes and the statutes do not outline it in great detail.
In 1909 the Legislature authorized all municipalities to
levy a "license tax" on any exhibition, trade, business,
vocation, occupation or profession provided that the
activity concerned is not prohibited by the laws and Con-

29stitution of the State. The last sentence of the
statute states that this "power to license. . .may be used
in exercise of the police powers as well as for the pur-
pose of revenue. . .or both." This clearly establishes
the intention of the Legislature that this power would be
used as a means of broadening the revenue base of Alabama
municipalities.

Taxes levied under this authority are not unrestrain­
ed. There are specific limitations on both the base and

29. Code, Title 37> Sec. 735.
30. Ibid.
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the rate of taxation for certain businesses as enumerated
in the Code.^1 other restrictions are of general appli­

cation. Where a business is carried on in interstate
commerce, the license tax is restricted to that portion
carried on within the state and then only where there is
an office of the individual or firm carrying on the

32business within the city imposing the tax. This does
not preclude licenses for the delivery of goods within
the corporate limits of a city so long as they are not
discriminatory and do not hinder the flow of interstate

33commerce. However, no license tax may be levied on any
person engaged in the production of farm products for the

31. Code, Title 37, Sec. 736, 739-749. These
sections of the Code define the base and limit the rate
of municipal license taxes on insurance companies, rail­
roads, express companies, sleeping car companies, tele­
phone and telegraph companies, public utilities, motor
carriers, banks, savings and loan associations, and vend­
ing and weighing machines.

32. Ibid., Sec. 735.
33. This was established in Sanford Service Co. v.

Andalusia, 256 Ala. 507. In Sanford v. City of Clanton,
15 So. 2d 303, the court held that the privilege taxed
is that of delivering within the corporate limits of a
city and no question of interstate commerce is involved.
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34sale or disposition of their products at any place.
This exemption applies only to the original sale of such
products by the person who produced them and is not ex­
tended to re-sale transactions by the individual or firm
who purchased the products from the farmer. Finally, a
city may levy license taxes within its extra-territorial
police Jurisdiction only as an exercise of its police

35power. The amount of the license in all such cases
may not exceed one-half the amount for comparable
businesses carried on within the corporate limits of the
city. The courts have further defined this, stating
that while there is a basic presumption of validity in
favor of the city as to the amount of the fee, it must
have some reasonableness as a measure of compensation
for the expense of exercising supervision.$7

34. Code, Title 37, Sec. 758.
35. Birmingham v. Wilson, 27 Ala. App. 288, 291.
36. Code, Title 37, Sec. 733.
37. Several cases deal with this aspect of the

licensing power. In Birmingham v. Wilson, supra, and
White v. Decatur, 225 Ala. b46, it was ruled that
licenses may not be levied within the police Juris­
diction for purposes of raising revenue since this con­
stitutes taxation without representation. Hawkins v.
Prichard, 249 Ala. 234, ruled that the provisions of the
Code, Title 37, Sec. 733 do not confer a right to collect
license from businesses in the police Jurisdiction at a
rate one-half that of the equivalent license within the
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In addition to the general licensing power discuss­
ed above, statutes specifically authorize municipalities
to license and regulate in four areas: (1) all kinds of
games, amusements, and places of amusement; (2) auctions
and all other public sales; (3) carts, wagons, coaches,

and all types of vehicles kept for hire; and (4) the use
of city streets by persons who use vehicles or solicit

38or transact business thereon. These powers seem some­
what redundant in view of the broad scope of the general
power to license delegated in Section 735. Since the
statutes enumerating these powers were enacted prior to
1909, it is probable that they represent the traditional
licensing power extended to the municipalities for regu­
latory purposes. If this explanation is correct, these
sections of the Code could be eliminated since Section
735 authorizes cities and towns to utilize their
licensing power in exercise of the police power. In any 

corporate limits of a city in all cases. It merely es­
tablishes a maximum. However, in this same case and two
others, Van Hook v. City of Selma, 70 Ala. 361, and Ala.
Power Co. vCarbon HUT,"The court held that while
licenses may not be levied within the police juris­
diction as a revenue measure, this does not preclude com­
pensation for the supervision exercised by the city.
Van Hook v. Selma, supra, and Andalusia v. Fletcher, 240
AIT. 110, expanded this into a presumption of validity
in favor of the city as to the amount of the license tax.

38. Code, Title 37, Sec. 734, 750, 751 and 757.
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case, these provisions in no way restrict the powers of
municipalities in levying license taxes.

Local Acts Affecting License Powers.—Local laws
have also been passed which affect the licensing power
in special cases. In 1939 a law was passed authorizing
the city of Gadsden to levy a license tax for general
municipal purposes of not more than two cents per gallon
on gasoline and an additional three-fourths of one cent

39tax for payment of school bonds. The reasons for this
are obscure, but the fact that it sets a maximum rate of
taxation could conceivably be used as a basis for con­
testing a higher rate of taxation in other municipalities.
In 1951> the city of Tuscaloosa was authorized to levy a
tax on malt liquor sales within the police Jurisdiction
at the same rate as within the corporate limits of the

40city. In marked contrast to the law applicable to
Tuscaloosa is the statute prohibiting Dothan from col­
lecting any revenues from its police Jurisdiction in the

41form of license taxes.
The most significant of these special laws applies

to Jefferson County and the municipalities therein.

39. Ibid., Title 62, Sec. 453-455.
40. Ibid., Sec. 599 (1).
41. Ibid., Sec. 387 and 388.
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Briefly, it revoked the license taxes which individual
municipalities had levied on malt liquors, tobacco, and

42gasoline and transferred these levies to the county.
The county, however is required to share the revenue from
these taxes with the municipalities. Each city and town
receives one-half of the gasoline tax collected on sales
within its corporate limits. Three-eights of the pro­
ceeds of the malt liquor tax are prorated to the munici­
palities on the basis of population according to the last
federal census. Three-fourths of the amount collected as
a tax on tobacco and cigarettes is distributed in the same
manner. In all cases, administrative expenses are de­
ducted before the funds are divided for distribution. In
the case of the malt liquor tax, the act explicitly em­
powers municipalities to re-enact municipal levies. The
repeal of municipal levies on gasoline and tobacco is
final, however, and municipalities may not levy additional
taxes on these. These special laws do not, of course,
have any bearing on the general framework of the license
tax except as they may prove to be precedents for similar
legislation applicable to other cities.

42. Ibid., Sec. 330 (2a)-330 (20m), 330 (1O8)-33O
(125), and"33tf (126)-330 (138).
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The statutes which authorize and govern municipal
license taxes leave the cities considerable discretion in
developing them for revenue. This discretion has been
broadly interpreted and consistently upheld by the courts.
They will normally not inquire into the policy or reason­
ableness of ordinances enacted under this power. The
amount of the tax will not be disturbed unless it is a
manifest abuse of power, and the amount may change from

43year to year. This discretion joined with adequate en­
forcement measures provides the basis for the expansion
of the license tax into a major source of municipal

44revenue.

2. Non-Tax Revenues

The statutory provisions which authorize municipali­
ties to develop revenues from non-tax sources are much
less detailed than those which define their tax powers.
Fines and costs are a case in point. Cities and towns

43. Ridgeway v. Bessemer, 9 Ala., App. 470, 473.
American Bakeries Co. v\ Huntsville, 232 Ala. 612.
Evers vT DadevllTe, 258 Ala. 53. "Montgomery v. Mont­
gomery City Lines, 254 Ala. 652.

44. Code, Title 37, Sec. 752, 754, 759, 760-771.
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are authorized to establish municipal courts and desig­
nate recorders to preside over them. Recorders are
granted the power to fine and imprison persons convicted
of violating the ordinances and by laws of the munici-

45pality. The only restriction or such Judgment is that
46no fine may exceed one hundred dollars.

In addition, all cities and towns are authorized to
exercise their police power to prevent the sale of impure

47foods, meats and drinks. They are further empowered to
48adopt building codes. In both cases, inspection

systems may be established to enforce the regulations and
fees may be levied to defray the cost of such inspections.

No reference is made to parking meters in either the
Constitution or statutes of Alabama, and it was left to
the courts to establish the legal basis for this source
of revenue. This was not done until 1948 in the case of
Decatur v. Robinson, 36 S. (24) 673. In that case the
Court reversed an earlier decision, and held the instal­
lation of parking meters to be a valid exercise of the

45. Code, Title 37, Chap. 12.
46. Code, Title 37, Sec. 455 and 580.
47. Ibid., Sec. 497-500.
48. Ibid., Sec. 308 and 360.
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49police power. It ruled that parking on the streets of
a city constitutes a privilege and the city can enforce
regulations on such parking as a part of its police
powers. Further, it can install parking meters as a
means of enforcement. Since revenue from the meters is
used to provide the necessary police surveillance and
other expenses of the system. The principle that the
police power may not be used to produce revenue is not
applicable. Neither can the courts inquire into the
amount of the fee. In effect, this decision earmarks
revenue from parking meters and the Installation of
meters would be illegal if the revenue from them was
designated for any other purpose than traffic control.

Cities are empowered to set up garbage disposal
systems and to haul, or cause to be hauled, all garbage
and trash to the disposal point. They may collect

50reasonable fees for this service.
The statutes authorizing the establishment of

municipal utilities are more detailed than those govern­
ing the non-tax revenues discussed above. Cities may

49. In City of Birmingham v. Hood-McPherson Realty
Co., 233 Ala. 352,"The court had ruled that parking
meters were an unconstitutional exercise of the police
power.

50. Code, Title 37, Sec. 496. Ivory v. Montgomery,
35 Ala. AppTT^l.
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purchase, construct, maintain and operate gas plants,
electric plants and distribution systems, waterworks, and
sewer systems. As a part of the operation of these they
may set rates and charges for the facilities, services

51and commodities supplied by such undertakings. The
courts have held that such rates and charges must be con­
sidered subject to regulation by the Public Service Com-

52mission unless exemption is explicitly granted. The
Legislature has implemented this decision by exempting
any utility owned by a municipal corporation from the

53supervision and regulation of the Commission.
Municipal utilities may be operated as a regular de­

partment of the city government, or they may be turned
over to special boards on such terms as the city de-

54termlnes. Upon the latter, the cities relinquish all

51. Code, Title 37, Sec. 308, 360 and 326.
52. Alabama Water Co. v. Attalla, 211 Ala. 301.
53. Code, Title 48, Sec. 18.
54. Ibid., Title 37, Sec. 371 (1) provides that

utilities may be transferred to boards established under
the provisions of Title 37, Chap. 7, Articles 5 and 7-11.
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formal control over the operation of the utility. Pro­
vision was made for the establishment of such boards in
order that debt could be incurred for the expansion of
a utility system without adding to the debt of the city
itself. Where the board is separately incorporated and
not merely an administrative arm of the city governing
body, the utility automatically reverts back to the city
when the system is debt free.

The question of how municipalities derive revenue
from the operation of utilities has no simple answer.
Where the utilities are operated as departments of the
city government, all the net profits are subject to
disposal by the city governing body. Net profits of gas
districts are divided among the participating municipali-

55ties in proportion to the gas sold in each. Municipal
waterworks utility boards must dispose of their surplus
earnings as directed by the governing body of the city.

56The same applies to municipal gas utility boards.
Where the boards are separately incorporated, however,
there are no requirements that surplus funds revert back
to the city unless this is specified in the agreement
under which the city transferred the system to the board.

55. Code, Title 37, Sec. 402 (61).
56. Ibid., Sec. 402 (81) and 402 (97).
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In addition to the major utilities discussed above,
municipalities are authorized to develop and operate air­
ports, markets, slaughter houses, and cemeteries. They
are further empowered to charge fees for the use of these

57facilities and for the services provided by them.

3. Special Assessments

It has been pointed out that money collected from
special assessments is not revenue in the same sense as
license or property taxes. Neither is it a service
charge in the sense that it is a fee for a service such
as garbage collection or sewage disposal. In fact,
special assessments must be set apart in a category by
themselves and it is possible to argue that they are not
revenue but represent a recovery of assets. Whatever
their status, they are the means by which many Alabama
cities finance major public improvements and, as such,
must be considered here.

Municipalities have been given a broad grant of
58power to plan and execute public improvements. The

major public works which they may undertake are as fol­
lows: sewers, street improvements—including the

57. Code, Title 4, Sec. 22, 27 and 35. Title 37
Sec. 470, 478? 498 and 499.

58. Code, Title 37, Sec. 513.
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maintenance of existing streets as well as new con­

struction—street lighting, gas systems, and water works.
As a method of financing these projects, the law provides
that the cost of such improvements may be assessed
against the property benefited or protected.

In addition to this basic grant of power, the Legis­
lature has enacted several detailed statutes which tend

59to expand the use of special assessments. The cost of
the purchase of a sewer or sewer system may be met by
special assessments. Extra-territorial powers have been
granted cities over six thousand population in order that
they may levy assessments within their police Jurisdiction
as within their corporate limits. Assessments may be
levied for more than one purpose against the same property.
In Birmingham, park assessment districts may be organized
and assessments levied for the construction of parks and

60playgrounds.
There are restrictions on the manner and extent for

which special assessments may be utilized. Most basic
is that which stipulates the amount of the assessment
against a piece of property will not exceed the increased

59. Ibid., Sec. 617, 574 (2), and 544.
60. Code, Title 62, Sec. 729 (16).
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value of the property resulting from the improvement as-
6 *1sessed. The Legislature has also determined the basis

for making assessments for sewers, drains and sewage
treatment plants. The same law specifies the method
which must be used in computing assessments against
certain types of property such as corner lots abutting

62an intersection. Cities under six thousand population
may levy assessments within their police Jurisdiction
only for sanitary sewers and connections, sidewalks and
curbings, and streets—the latter in the form of a road
tax. 3 In no case may an assessment be collected until

64the improvement has been completed.
The attitude of the courts has perhaps had more in­

fluence in restraining the use of the assessment power
than any statutory restrictions. Traditionally, they
have interpreted this power in a very narrow manner.

61. Constitution, Art. 12, Sec. 223. The various
statutes authorizing special assessments repeat this
explicitly in almost every case. Two cases express the
court’s adherence to this principle, City Council v.
Moore, 140 Ala. 638, and Horton v. Avondale, 147 Ala.
458.

62. Code, Title 37, Sec. 525-528.
63. Ibid., Sec. 173-175 and 177.
64. Ibid., Sec. 524. Pierce v. Huntsville, 185

Ala. 490.
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Numerous cases have held that a general increase in value
cannot form the basis for an assessment; there must be a

65specific benefit to the property assessed. Judicial
review has become the established procedure for applying
the rule that an assessment may not exceed the increased
value of the property which results from the assessment
in those Instances where a protest is filed. No assess-

6?ment may exceed the cost of the improvement. Finally,
the procedural requirements for levying an assessment must

65. Tuscaloosa v. Hill, 14 Ala. App. 541. Ex Parte
Hill, 194 Ala. 559. Ex Parte Gudenrath, 194 Ala. 56H;
and Cox v. Birmingham, 21 Ala. App. 341, contain state­
ments of this principle. In Mobile v. Mobile etc. R. Co.,
226 Ala. 693> the court expanded their viewpoint and" de­
termined that no special benefit can accrue where there
is no increase in value for public use. Ozark v. Thomas,
231 Ala. 5384 led the court to define a special benefit
as superadded value over and above general enhanced
value. A more practical viewpoint was developed in
Hamrick v. Albertville when the court declared that the
proper method to show increased value was to permit
witnesses to state the value of a piece of property before
and after an improvement was completed.

66. Board of Commissioners v. Moore, 214 Ala. 525.

67. Hood v. Bessemer, 213 Ala. 225.
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be strictly complied with or it cannot be enforced upon
68the property owner. The philosophy underlying all these

restrictions on the use of special assessments seems
obvious. A city may pass on to the property owner the
cost of certain improvements so far as they directly in­
crease the value of his property. It cannot take the
slightest step beyond this point.

4. State Collected Locally Shared Revenues

In addition to the revenues collected locally under
their own powers, Alabama municipalities are given a
share of the revenue collected from the state taxes on
gasoline, financial institutions, motor vehicles, and
the profits from the operation of the state liquor stores.
Together, these shared revenues constitute a significant
part of municipal revenues. Individually they vary great­
ly in importance.

68. In Garner v. Anniston, 2 Ala. App. 389, the
court decided that where the provisions of the Code, 1940,
Title 37> Sec. 515, had not been complied with in drawing
up an ordinance authorizing public improvements, the
proceedings were invalid. In Selma v. Hobbs, 207 Ala.
220, it determined that each lot must be assessed separ­
ately and distinctly from all others. These are but two
of many examples.
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Each month, $5>210 of the total collections from the

state tax of seven cents per gallon of gasoline and. other
motor fuels except aviation fuel is set aside in a
special fund and credited to the municipalities of the
state. This fund is apportioned to all cities and towns
incorporated prior to January 1, 1943, on the basis of
the ratio of the population of each municipality to the
total population of all municipalities at the time of the
last federal census. The money distributed can be used
only for the construction, improvement and maintenance

6qof highways and streets. ?
Municipalities which maintain airport facilities may

also benefit from sharing in the receipts from the State
tax on aviation gasoline. In order to do so, however, it
is necessary for the municipality to file an application
and present evidence to prove that it has provided facili­
ties for the storage and sale of aviation gasoline. If
this application is approved by the Department of
Aeronautics the city is eligible to receive a share of
this tax. The exact amount which it receives is de­
termined according to a somewhat complicated formula.
Of the first $12,500 collected in any county, 25 percent

69. Code, Title 51, Sec. 657.
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is distributed to the county and its municipalities in
proportion to the ratio of the gallons of gasoline sold
at each airport within the county or its municipalities
to total aviation gasoline sales within the county.
Fifteen per cent of the second $12,500 is shared in like
manner, and of the third $12,500, or more, only five per

cent is distributed. Municipal receipts from this tax
may be used only for the construction, improvement and

70operation of airports.
Banks, trust companies, and other financial insti­

tutions operating in Alabama must pay an excise tax of
six per cent of their net income to the state. After the
administrative expenses involved in collecting the tax
have been deducted, one-half the tax collected from
financial institutions doing business in a city is paid
to that city. Where such an institution operates in more
than one city, each city shares in proportion to the

71percentage of its business transacted within the city.
Revenue collected from the State motor vehicle

license tax is shared with towns and cities on a percentage
basis. Sixty-three per cent of each license, after a

70. Ibid., Sec. 647.
71. Ibid., Sec. 429.
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proportionate share of administrative costs is deducted,
is transferred to the municipality in which the owner of

72the vehicle resides. Twenty per cent of total munici­
pal receipts from the motor vehicle license tax may be
used for any purpose. The remaining 80 per cent must be
used for construction, improvement and maintenance of
highways and streets.

Net profits from State liquor stores operated by the
Alcoholic Beverage Control Board, including all taxes
levied upon the sale of all spirituous and vinous liquors,
are also shared with municipalities on a percentage basis.
Twenty per cent of the net profits, up to and including
the sum of $2,000,000 per year, is distributed among the
municipalities in which these stores are located, each
receiving its share in proportion to the ratio of the
profits of its store to the total profits of all stores.
If the total annual net profit is greater than two million
dollars, the excess up to and including $200,000 is shared
among all incorporated municipalities of the State on the
basis of the ratio of the population of each to the total
population of all cities and towns. If any additional
profit accrues beyond this, it is distributed as follows:

72. Ibid., Sec. 713.
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16 2/3 per cent is allocated to all incorporated munici­

palities on a per capita basis and 3 1/3 per cent is

apportioned among those cities which have ABC stores upon
the basis of the ratio of the population of each such
city to all liquor store municipalities. All distri-

73butions are made semi-annually.

Conclusion.—From this survey of the legal framework
of municipal revenues, it appears that Alabama towns and
cities have little freedom in determining either the pat­
tern of their revenue systems or the productivity of each
source of revenue. Only in the area of the license taxes
is there substantial room for the exercise of local
discretion. Municipalities have no control over the
revenues which are shared with them by the State. They
have little control in developing the ad valorem property
tax, and the non-tax revenues which they may develop are
also restricted. The use of special assessments is
prescribed in detail. The full effect of these limi­
tations cannot be evaluated at this point, but it is
anticipated that they will manifest themselves in the
following chapters.

73. Code, Title 29> Sec, 71 (1)



CHAPTER III

MUNICIPAL TAX REVENUES

1. Importance of Tax Revenues

The Alabama cities included in this study rely

heavily on their power to tax as a source of municipal
revenue. This is clearly apparent in Table 1. In 1953,
per capita collections from this source ranged from a
high of $38.14 in Sheffield to a low of $8.11 in Lanett.
Atmore was the median city with $20.51. Within this
range, twenty cities reported collections varying from
$16.61 up to $27.52. Ten municipalities reported col­
lections ranging from the low of $8.11 to $15.35, and
five fell in the top quarter of the ranges extending from
$31.48 to the high of $38.14. Only in the six cities—
Dothan, Sylacauga, Troy, Tuskegee, Lanett, and Alexander
City—which received large sums from the operation of
utilities were tax collections smaller than receipts
from any other source. It is significant to note that
cities of less than 10,000 population definitely have
smaller per capita tax collections than do larger cities.
No clear trend appears for cities of more than ten
thousand population. When the cities are listed in order

50
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of population, per capita tax collections in the first
thirteen cities total $328.50. The total for the next
group of thirteen is $262.62, and per capita tax col­
lections of the last group adds up to $243.38. This

seems to reflect at least a slight tendency for tax
collections to vary in a direct ratio to population.

Table 2 supports the conclusion that the cities rely
on their taxing power for the greatest part of their total
revenue. Thirty-two of the cities Included in this survey
derived more than fifty per cent of their total revenue
from tax sources in 1953. The seven exceptions were
Guntersville and the six cities mentioned above which
benefited substantially from utility operations. Lanett
derived the smallest proportion of revenue from tax col­
lections, 19.9 per cent, while Eufala obtained 81.5 per
cent of its revenues in the form of local taxes. The
median city was Huntsville with 64.2 per cent.

This reliance on tax sources is not a new develop­
ment but appears in 1949 and 1951 as well as 1953.1

However, a definite and consistent increase in the im­
portance of tax collections in relation to the total
revenues of cities over ten thousand population appears

1. Table II, Appendix.
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during this period. The smaller cities reflect a similar
Increase from 1949 to 1951» but show a decline from 1951

to 1953. Another significant observation is that tax
revenues were slightly less important in cities with less
than ten thousand population than in larger municipali­
ties .

2. Two Major Sources of Tax Revenue

Having established the importance of tax collections
in the total revenue patterns of the cities included in
this survey, it is possible to proceed to a detailed
analysis of the various taxes levied by the municipali­
ties. Table 3 shows per capita collections from the ad
valorem property tax and the occupational license, or
business license, tax which clearly represent a major
part of total local tax collections. This conclusion is
confirmed by Table 4.

It will be noted from Table 4 that the ad valorem
tax represented 41.7 per cent of the total tax col­
lections of all cities while the occupational license
tax accounted for only 34.1 per cent in 1953. While
this is accurate, it does present a somewhat distorted
picture of the actual situation resulting from the wide
margin by which the ad valorem tax exceeds the business
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license tax in Birmingham. Total collections from the
property tax in all cities in 1953 were $10,671,107 as
compared with $8,730,633 from the occupational license

tax. If Birmingham is not included in the computation,
a total of $5,680,694 is obtained from the occupational
license tax as compared with $5,490,418 from the property

tax. These represent, respectively, 33.1 and 32 per cent
of the total local tax receipts in all cities except
Birmingham. Looking at individual cities, the business
license tax brought in more revenue than the property tax
in twenty-four municipalities. This means that in the
fifteen cases where the property tax exceeded occupational
license tax receipts, it did so by a much wider margin
than that which resulted when the reverse situation pre­
vailed. On the basis of these facts it is difficult to
make an all-inclusive and precise conclusion regarding the
relative importance of these two taxes. However, if
Birmingham is considered as a special case, the business
license tax brings in slightly more revenue in all other
cities combined, and it is clearly more important in
terms of the frequency with which it outranks the proper­
ty tax.

It is apparent, however, that the business license
tax does not exceed the property tax to the same extent
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in these larger Alabama cities as in those under 5,000
population. Analysis of revenue from these two taxes in
twenty-seven selected Alabama cities in 1950 indicates
that total per capita collections from the occupational
license were approximately 39 per cent larger than those
from the ad valorem tax in cities of less than 5,000

ppopulation. In sharp contrast, total collections from
the license tax in thirty-eight of the cities over 5^000
population—Birmingham being excluded—were less than
four per cent greater than receipts from the property tax.
This is important since it refutes the widely accepted
belief that business license taxes substantially exceed
the property tax as a source of revenue in all Alabama
municipalities. In the larger cities it is, in general,
only slightly more productive.

3. The Ad Valorem Property Tax
Table 4 shows the importance of the property tax in

relation to all local taxes in 1953. This tax has main­
tained approximately the same position since 1949 with
minor fluctuations and a slight tendency to decline which

3has not yet become too pronounced. While it declined in

3. Table III, Appendix
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relation to total tax revenues in eighteen cities from
19^9 to 1953j it was more important in fourteen. Data

for all three years were not available from the remain­
ing seven cities. This detailed analysis also emphasizes
the fluctuation from year to year in the relative im­
portance of this tax in relation to total tax collections.
None of the above tables support a conclusion that this
relationship varies according to population.

The real importance of the ad valorem tax is not
based on its relation to total tax collections, but rather
depends on its significance in terms of total revenue.
Table 3 shows that per capita collections from this source
in 1953 represented a substantial share of per capita re­
ceipts from all revenue sources. It does not Indicate the
wide range in per capita collections of the property tax
which extended from a low of $1.44 in Prichard to a high
of $19.88 in Mountain Brook. The median city was Mobile
with $6.70. Thirty-three cities were concentrated in the
lower half of this range with receipts varying from $1.44
up to $10.18. Only six cities reported receipts in the
top half of the range.

Table 3 also indicates that per capita receipts from
the ad valorem tax tend to be lower in the smaller cities.
Municipalities with ten to twenty-five thousand population 
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show lower per capita receipts than cities above twenty-
five thousand, and cities under ten thousand population
show still smaller collections. This appears more readily
when the thirty-nine cities included in this survey are
listed in order of population. Per capita property tax
collections in 1953 of the first group of thirteen cities
add up to $107.61. The second group shows a small de­

cline, having a total of $97.85. The last group—the
thirteen cities with lowest populations—presents com­
bined collections of only $69.95. On the basis of these
figures, it can be concluded that the rate of decline in
per capita property tax receipts is rather gradual in
cities with more than ten thousand population. At this
point, however, the rate of decline increases abruptly
and per capita collections of cities in the five to ten
thousand population class are much smaller than in larger
cities.

Part of this decline can be attributed to the slight­
ly lower tax rates levied by small cities and a somewhat

4lower ratio of assessed value to actual value. Certain­
ly, these are factors which determine the significance of
the tax in the revenue pattern of any individual city, and
there is at least a tendency for both to vary with

4. Table TV, Appendix
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population. However, it must also be noted that the base
of the property tax in terms of the per capita value of
property normally increases with population. If a popu­
lation increase is followed only by the addition of new
property sufficient to supply housing facilities, there
would be no significant change in the per capita value of
property. As a city increases in population, however, it
attracts industrial and commercial enterprises which a
smaller population could not support. The addition of
property of this type raises the total per capita value
of property and this, in turn, increases per capita
property tax receipts. A third factor to be considered
is that the value of property of the same type may vary
with population. A residence in Montgomery, for example,
will normally carry a higher market value than would the
same house in Atmore. This also has the effect of in­
creasing per capita property valuations. Unfortunately,
the data collected for this survey are neither complete
nor precise enough to permit accurate statistical compu­
tations of these phenomena, and they can be considered
only in general terms.

An analysis based on property tax receipts as a
per cent of total revenues confirms the fact that the ad
valorem tax is less significant in small cities than in
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larger municipalities. It also indicates that this tax
gained slightly in importance from 1949 to 1951 and from
1951 to 1953; with the exception of cities in the five
to ten thousand population class in which it declined
from 1951 to 1953. There are, of course, exceptions to
this trend and Tuscaloosa is one of these—the intro­
duction of a general retail sales tax made the property
tax relatively less important in that situation. City
officials attribute the growing significance of the ad
valorem tax to the building boom which has remained at
a high level since the end of World War II. This seems
valid in view of the fact that only two cities, Mobile
and Prichard, have been included in an over-all reassess­
ment program since 194-9. Any increase in other cities
must have come through expansion of the tax base by the
addition of new property. Some of this resulted from the
annexation of adjoining territory, but this occurred in
few cases and was not a major factor. Primarily, it was
due to new construction which expanded the tax base suf­
ficiently to increase receipts from this source at a rate
greater than the increase in total revenues.

There are indications that the property tax may not
continue to increase in significance relative to total
revenues. This trend has already manifested itself in
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the cities in the five to ten thousand population class

in the period from 1951 to 1953. Analysis of ad valorem
tax receipts in each of these cities shows conclusively
that while actual receipts—with one exception—increased
during both periods, the increase from 1951 to 1953 was
much less than that from 1949 to 1951.^ As a result of

this lower rate of increase, the property tax was unable
to maintain its position relative to total revenues.
Municipal officials of several of the cities in this popu­
lation range explain this as due to a marked decline in
new building which developed early in 1952 and shows no
sign of stopping. Officials in some of the larger cities
report a similar decrease in the rate of construction in
their cities in 1954 as compared with prior years. In
all cases, these reports are based on building permits
issued by the respective cities. The development of this
trend Indicates that the backlog of demand for building
construction has been reduced and is falling back to a
level required only to meet the needs of an increasing

5. Albertville reported a smaller total of property
tax receipts in 1953 than 1951 > $16,174.12 as compared
with $16,454.61. The City Clerk explained this as
probably due to a reduction in the amount of delinquent
taxes collected.
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population. Actual receipts from the property tax will,
of course, continue to increase but they will decrease
in significance when expressed as a per cent of total
revenues.

The importance of the property tax as a source of
revenue for larger Alabama municipalities can also be
emphasized in another way. In 1953 it was the single
most Important source of income in eleven municipalities.
It held second place in thirteen cities and ranked third
in seven others. Only in six cities out of the thirty-
nine included in this study did it fall below this level.

Ad valorem tax less Significant in Alabama Than
Other States.—The ad valorem tax is not as significant
in these Alabama cities above five thousand population
as it is in cities in other states. Receipts from this
tax represented an average of slightly more than fifty
per cent of total revenues in all United States cities
ranging from twenty-five to five hundred thousand popu-

g
lation. In sharp contrast, the seven Alabama cities
within the same range derived an average of approximately
twenty-five per cent of their total revenues from the ad
valorem tax.? The equivalent statistics are not

6. Table V, Appendix.
7. Table VI, Appendix.
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available on a national basis. Such as are available deal
only with individual states and are not uniform, either
in periods covered or population class. Nonetheless,
they do provide some basis for comparison.

Fifteen selected Tennessee cities with over ten
thousand residents obtained 48.9 per cent of their total
revenues from the property tax in 1953. Eighty-five
selected municipalities with a smaller population derived

o

37.1 per cent of their income from this source. In the
same year, Florida cities relied on the property, tax for

Q
43.7 per cent of their total revenues. The most recent
comprehensive report from Mississippi indicates that it
represented from sixty to seventy per cent of all munici­
pal income in 1947.8 9 10 Cities in Kansas derived approxi­

mately sixty-five per cent of their revenues from an ad

8. Sources of Municipal Revenue. A report pre­
pared by the Tennessee State Planning Commission (Nash­
ville: 1951).

9. Wylie Kilpatrick, Revenue and Debt of Florida
Municipalities and Overlying Governments (Gainesville:
Bureau of Public Administration, University of Florida,
1953).

10. Robert Baker Highsaw, Mississippi Moneys for
the Cities, Municipal Studies Series No. 4 (University:
Bureau of Public Administration, University of Missis­
sippi, 1947).
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11valorem tax in 1950. Statistics from 139 Massachusetts
cities with over five thousand population show a corres-
ponding figure of 53.6 per cent in 1953. In sixty-one
New York cities—excluding New York City—the figure was
53.8 per cent in 1949.1^ Minnesota cities and villages

relied on the property tax for 58.7 per cent of their
14revenue in 1953. It represented 52.1 per cent of the

15revenue of Oregon municipalities in 1949. California
cities relied on a property tax for approximately thirty
per cent of their revenue in 1952, the only state—from
which data were available—in which the situation ap­
proaches that of Alabama cities.

11. John V. McKay, Recent Trends in City Finance,
Citizens Pamphlet Series No. 9 (Lawrence: Bureau of
Government Research, University of Kansas, 1950), p. 17.

12. Forty-Second Report on the Statistics of
Municipal Finance's^ Prepared By the Commissioner of Corpo­
rations and taxation. Public Document No. 79 (Boston:
1954).

13. Special Report on Municipal Affairs. A report
prepared by the State Comptroller for the Legislature of
the State of New York, Legislative Document (1950) No.
81 (Albany: 1950).

14. Revenue, Expenditures and Debt of the Cities
and Villages in Minnesota . A report preparedTy” the De­
partment of PuBlic Examiner (St. Paul: 1954), p. 10.

15. Revenue Sources of Oregon Cities: 1948-1949. A
report prepared by the Bureau of Municipal Research and
Service, University of Oregon and The League of Oregon
Cities. Information Bulletin No. 82 (Eugene: 1951), p. 3.

16. Annual Report of Financial Transactions Cities
and Counties of California, Fiscal~Year 1951-52.~ A re­
port compiled~5y the State Controller. (Sacremento:
California State Printing Office, 1954).
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Factors Responsible for Low Productivity of the
Property Tax.—Two factors are primarily responsible for
the low productivity of the property tax in Alabama
cities. The first of these is the low ratio of assessed
value to the market value of property. The Constitution
of Alabama specifies that property shall be assessed in
exact proportion to its fair and reasonable market value,
and the Legislature has established this ratio at sixty

17per cent. It is clear, however, that the intentions
of the Legislature have not been implemented, and, in
practice, the assessed value is set at a much lower

18level. The highest ratio reported by city officials
was forty per cent in Mobile and Prichard. The lowest
was found in Enterprise in which case officials reported
the ratio varied from fifteen to twenty per cent.

The second factor which has resulted in a low return
from the ad valorem tax is comprised of the limitations
on the rate of this tax which the municipalities may levy.
In addition, there are restrictions within these maximum
rates which in some cases make it difficult for a city to

17. Constitution, Art. XI, Sec. 211. Code, Chap 3,
Sec. 17.

18. Tables IV and VII, Appendix.
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levy the full rate authorized by law. In general, the
base rate which any city may enact is fixed at five mills.
Talladega and Tuscaloosa are exceptions and may levy a
rate of ten mills by ordinance and for any legal purpose.
Mobile is the only other exception and may levy a base
rate of seven and one-half mills. Any tax above this base
rate must be earmarked for debt service or can be enacted

19only if submitted to the voters and approved by them.
This means that a municipality may have inadequate revenue
and yet not be collecting its maximum ad valorem tax rate.

All cities collect the maximum basic rate for general
purposes. All but two of the twenty-one cities authorized
to levy by ordinance of the commission or council an ad­
ditional rate for debt service collect the full rate which
the Constitution permits for this purpose. Dothan and
Talladega—the two exceptions—derive substantial revenue
from the operation of utility systems and are not pressed
for this additional revenue. In all other cases, the dif­
ference between the maximum constitutional rate and the
actual rate levied is the result of failure to secure the
approval of the voters for a rate increase. Some cities
reported unsuccessful efforts to obtain such approval, and

19. Table I, Appendix



69

In others, city officials had made no formal attempt to
accomplish this after straw polls indicated overwhelming
opposition. In at least one case, the voters approved
the purpose for which the tax was to be used but did not

20approve the tax increase to implement it. Mountain
Brook is the only municipality included in this survey
which has been successful in obtaining the necessary ap­
proval of a higher property tax rate since 1949. Only two
other cities reported rate changes in the same period,
both of them decreases. In Tuscumbia a one and two-thirds
mill tax was levied by judicial degree following default
of debt payments in the last depression. The obligations
incurred were fulfilled in 1953> and this additional rate
is no longer in effect. Greenville formerly collected a
three and one-third mill rate to meet debt requirements
which also ended in 1953 and automatically nullified this
additional rate. In many cities there has been no change
in the property tax rate for the last decade.

City officials also cannot be held directly responsi­
ble for the low tax ratio of assessed value to actual

20. This occurred in Tuscaloosa in 1951, for
example, when the voters approved a bond issue but re­
jected an increase in the ad valorem tax rate to service
the ensuing obligations.
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value since they do not make the assessment. As pointed
out in Chapter II, the local assessment must be based on
the state assessment except in the seven cities with
over twenty-five thousand population which can perform
the assessment process and have the assessments adopted
by the county. None of the seven have chosen to make
their own assessments. Their officials point out that
if they assumed this function and assessed property at a
higher ratio than in the rest of the county, the result
would be an inequitable burden of county and state taxes
levied on these assessments. All of the 39 cities in­
cluded in this study levy their tax directly on assess­
ments made by county officials for state and county pur­
poses. Moreover, all of them have adopted the plan
whereby county officials collect the municipal property
tax in conjunction with that of the county and state.
This relieves the city of any administrative responsi­
bility for this function and is probably less expensive
since the commission collected by the county is small—
less than one per cent in all cases.

To analyze the assessment process on the county
level is beyond the scope of this study. The inequities
in the ratio of assessed value to actual value and the
generally low level of assessed value to actual value in
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themselves support the conclusion that the existing
system is archaic, inequitable, and inaccurate. In part,
these inequities are due to defects in the laws which
outline the assessment procedures and govern their im­
plementation. They do not specify in detail the manner
in which assessments shall be computed and there is no
requirement for a statewide equalization program. In
practice, valuations are based on the owner’s estimate
of the value of his property and the tax assessor is not
authorized to check this.

Basically, however, the problem is one of politics.
Tax assessors are elected officials and directly subject
to political pressures. The members of the county board
of equalization are appointed by the Governor from
candidates named by the county commissioners, the county
board of education, and the largest municipality in each
county. These political bodies are held responsible for
the action of the board and will not nominate individuals
likely to arouse political opposition. Experience has
proven that these boards are also susceptible to pressure
from large property owners, frequently because of their
common interests. The Commissioner of Revenue, who
exercises such limited statewide equalization powers as
exist, is a political appointee of the governor. The
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fact that there is no effective state-wide equalization
of assessments provides a basis for opposition to any in­
crease in assessments at the county level on the grounds
that property owners in a county with higher assessed
values are penalized by a higher state property tax. This
has undoubtedly been overemphasized, but it is the basis
for much of the opposition to reassessment programs. Tax
increases are never popular and where the assessing of­
ficials are readily and immediately subject to political
pressure, it becomes almost impossible to raise the
valuation of property.

While city officials cannot be held directly responsi­
ble for the low ratio of assessed value to actual value,
they are not completely blameless. They have not taken
the lead in supporting reassessment programs and they
have not nominated members to the county equalization
board who would strive for this. Closer to their
electorate than officials at any other level of govern­
ment, they refuse to take a politically unpopular posi­
tion. They are aware of the situation and generally ex­
press an approving attitude toward any suggestion that
assessments be increased. They will not take the initi­
ative, however, and some of them frankly admit that they
would not increase assessments if that function were
turned over to them.
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In regard to the rate limitations, it has already-
been indicated that the governing bodies of the munici­
palities have unanimously levied the maximum rate possi­
ble without the approval of the voters. Their efforts
to obtain approval for an increase in the tax rate have
been generally unsuccessful. They can be held responsi­
ble for failing to make a concerted effort to have the
limitations removed—certainly they have done little in
this respect. Actually, it is doubtful that they would
enact any major increases if the rate limitations were
removed. They are primarily concerned with the require­
ment that further increases within the present maximum
rate must be submitted to the electorate and have given
little thought to the over-all rate limitations. The
consensus of opinion, so far as there is one, would seem
to be that the council or commission ought to be able to
levy the full maximum rate without the approval of the
voters. However, officials in only two cities indicate
that there is any probability that such action would be
taken if permitted. Again, political motivations are
the source of this attitude.

There is definitely widespread agreement among
municipal officials that the property tax is not bringing
in sufficient revenue in view of the services given to
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property owners. Only three individuals expressed the
opposite viewpoint and maintained that the ad valorem tax
rate is carrying a fair share of city expenses. While
the others will not take the initiative in a movement to
raise assessments and would probably not authorize any
significant rate increases, they would welcome any
program designed to bring in additional revenue from this
source. If such efforts originated at the state level,
it is probable that municipal officials would give them
active support although they would not do so at the
county or city level where such a position would eventu­
ally become a local political issue. This point will be
discussed further in a later chapter.

4. The Occupational License Tax

As in the case of the ad valorem tax, all the Alabama
cities included in this survey collect an occupational
license tax. It was pointed out in Chapter II that this
tax is explicitly authorized to all municipalities as a
revenue measure. It is a license only in the sense that
payment of a tax is a prerequisite to engaging in any oc­
cupation or business within the community which levies
the tax. Any regulations imposed on specific enterprises
could be enforced directly as an exercise of the police
power and without the collection of a tax or fee. Only
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in those cases where the tax falls on firms and indi­
viduals operating within the police jurisdiction, but
outside the city limits, is the amount of this tax re­
lated directly to the cost of regulating and supervising

21
the business or occupation. The exact proportion of

such collections to total receipts from this tax could
not be determined from the records and reports on which
this survey is based, but city officials agree that it
represents a comparatively small part of the total.
Most of the revenue from this source is collected from
within the city limits and in such cases this tax is a
license in form only. Undoubtedly this form has facili­
tated its administration, but it should be clearly under­
stood that its purpose is primarily to raise revenue and
not for regulation. If this viewpoint had not been com­
pletely accepted by municipal governing bodies, the tax
would not have developed into a major source of revenue.

That the occupational license tax is a major source
of municipal revenue seems obvious. In 1953# per capita
receipts from this tax ranged from a high of $13.05 in
Montgomery downward to a low of $3.11 in Lovett. The
median city was Russellville with $6.10. Within this
range, fifteen cities reported receipts varying from
$5.71 up to $7.54. Five appeared in the lowest quarter 
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of this range and only nine in the top half of the range.
Table 3 compares per capita receipts from this tax with
equivalent figures for all local tax sources and total
revenues. It indicates that per capita collections from
this tax decline with population. This is confirmed
when the cities are listed in order of population,
divided into three groups of thirteen, and the total per
capita collections of each group are computed. The
thirteen largest cities present a total of $105.24. The
second group shows total collections of $78.82 and for
the last group the sum was $72.08. The dividing line
would seem to be found in cities of approximately twenty-
five thousand population with no generally significant
differences among the smaller municipalities. The high­
er per capita figures in cities of more than twenty-five
thousand population are probably due to the fact that
this tax has a larger base in bigger cities. Certain
businesses and occupations are found in large population
centers which are not generally located in a small town.
Medical specialists, public accountants, large department
stores, specialty stores, and wholesale houses are a few
examples. It is a situation similar to that of the ad
valorem tax.

Table 4 points out the significance of the occu­
pational license tax in relation to other municipal tax
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collections. It also indicates that the tax is slightly
less important in cities below twenty-five thousand popu­
lation than in those above this figure. This is confirmed
when the analysis is extended back to 1949 and 1951 and
when occupational license tax receipts are expressed as a

22
per cent of total city revenues in each of the three years.
It is not true in all individual cases, however, and the
importance of this tendency is somewhat offset by the fact
that only seven cities have a population of more than
twenty-five thousand.

No clearly delineated trends in the significance of
23this tax appear from 1949 through 1953. In general, it

can be said the occupational license tax has maintained
about the same position relative to both municipal tax
collections and total city revenues. It is not as stable
as the ad valorem tax, however, and has fluctuated in im­
portance. In sixteen of 31 cities for which data were
available for all three years, the per cent of total
revenue derived from the occupational license tax in­
creased from 1949 to 1953. In thirteen municipalities
it declined, and in two remained constant. This increase

22. Tables III and VIII, Appendix.
23. Ibid 
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or decrease was consistent in only seventeen cities, i.e.
the same trend appeared from 1951 to 1953 as from 1949 to
1951. In only six cities was the difference more than
five per cent either way. Only in three cities was any
decrease in the relative importance of the tax from 1949
to 1953 due to a decrease in actual receipts. One of
these was Cullman where the decrease was due to lower
rates. Alexander City and Tuscumbia reported decreases
in receipts from 1949 to 1951 followed by Increases from

1951 to 1953 sufficient to make the 1953 receipts greater
than those in 1949. In all other cases, the actual col­
lections from this tax increased, but there is no general
pattern which can be developed from them.

Factors Underlying Variations in Occupational License
Tax Receipts.—This lack of any over-all trends or patterns
in regard to the occupational license tax should not be
surprising in view of the fact that it is a source of
revenue which municipal officials are permitted to develop
at their discretion. The inevitable result is found in
variations in the base and rates of this tax among the
cities. These variations, in turn, mean differences in
the per capita collections and relative significance of
this tax.

One significant variation in the base of the occu­
pational license tax is the actual number of businesses
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and occupations which are subject to it. Table 5 shows
the number of items listed in the license codes of
eighteen cities which numbered the items in their code.
This comparison was not deemed significant enough to
justify counting the items in those codes in which they
were not designated numerically since the number of items
is not a precise guage of the base of the tax. Some
cities may combine several businesses under one heading
while others list them separately. Even though precise
comparisons are not possible and numerous exceptions ap­
pear, Table 5 does reflect an underlying tendency for the
number of occupations and businesses included in the
license code to increase with population. This supports
the argument presented above that a large city can attract
and support many occupations, businesses and professions
which are not economically feasible in a small city.
Certainly these variations cannot be attributed to
exemptions from the license tax. City officials stated
that the license code normally encompasses all the
businesses and occupations carried on in their respective
cities and it is most unusual for an exemption to be
granted.

Far more important than the above are the differences
in the rates levied under this tax. It is literally im­
possible to make any generalizations on this point as even
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TABLE 5

NUMBER OF OCCUPATIONS AND BUSINESSES LISTED IN THE
LICENSE CODES OF SELECTED ALABAMA CITIES HAVING

1950 POPULATION OVER 5,000

City Number of Items
Licensed

Birmingham 256
Gadsden 448
Anniston 198
Dothan 222
Decatur 222
Auburn 117
Homewood 222
Opelika 147
Talladega 169
Sylacauga 177
Lovett 129
Eufala 199
Tuskegee 148
Russellville 101
Atmore 165
Roanoke 162
Brewton 152

Note: Cities are listed in order of population.
Source: License codes of municipalities.
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oh.

a limited comparison will demonstrate. A detailed study
of the license codes of thirteen cities—eleven of which
are in the population range included in this study—com­
paring the rates of all items subject to the tax in these
cities was recently completed by Mr. William H. Seale.
While this report contains much useful information, the
excessive variation in the rate of the tax on the same
occupation among these municipalities made it impossible
for the author to formulate any standard rates.

Originally, almost all occupational licenses were
levied as fixed fees. The city council or commission
enacted a schedule of arbitrary charges worked out largely
on a trial and error basis. This was subject to frequent
protest as inequitable. Since the schedule was arbitrary
this criticism carried considerable weight and the codes
were frequently changed. Not only did such schedules re­
sult in arbitrary differences in the amount paid by dif­
ferent businesses and occupations, but they also did not

24. Table IX, Appendix.
25. William H. Seale, "A Comparative Analysis of

the Occupational License Tax Rates of Thirteen Alabama
Cities." An unpublished report compiled for cities which
the author serves in his capacity as a Certified Public
Accountant.
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take into consideration businesses of the same type but

of a different size. The difficulties arising out of
this system stimulated city officials to attempt a more
formal, less arbitrary method of determining this tax.
The most common method adopted was the system based on
stock inventories, i.e. the value of all stock and 
equipment utilized in the enterprise. Minimum and maxi 
mum figures were established with a scale of graduated 
fees within this range, as follows:

Inventory less than $5,000
$5>000 to $10,000 Inventory 
$10,000 to $20,000 Inventory
Inventory over $20,000

$ 50.00
8100.00
3200.00$350.00

This system was adaptable to only a few occupations and
businesses and the scale of fees still represented an 
arbitrary decision on the part of the governing body
since the schedules varied for each business. This was
necessary in view of the fact that some businesses—
furniture stores, for example—require large inventories
while others, such as grocery stores, have small in­
ventories. Both may do the same volume of business due
to differences in the rate of turnover. This method does 
take into consideration the fact that several businesses
of the same type may vary greatly in size.

Where it was not possible to adopt a scale based on
inventories, specific criteria were adopted for certain 
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businesses or occupations. For example, the license of a
barber shop is determined in many cities by the number of
chairs. Restaurants often pay according to their seating
capacity, and gasoline stations frequently pay a license
tax based on the number of pumps. The same criticism
applies to these criteria as to schedules based on stock
inventories. While they make allowance for variations in
the size of businesses of the same type, the schedules
for each different occupation are determined arbitrarily.
The council or commission may consider the licenses
charged in other cities, previous licenses collected in
their own city, the arguments of the licensee, and other
\

factors, but in the last analysis they must rely on their
own evaluation and judgment. There still remains a con­
siderable element of trial and error, and complaints are
frequent.

More recently, another solution has been adopted by
some cities which now base their license tax on gross
receipts wherever this is feasible. In applying this
method, a city must first determine what businesses and
occupations will be taxed on the basis of gross receipts.
The second step is to establish the minimum tax to be
collected in each case where gross receipts are less than
a specified figure. The third step is to fix the rate of 



84

the tax where gross receipts exceed this figure. The

amount of gross receipts which a taxpayer may take in be­
fore becoming subject to taxation on the basis of gross
receipts will vary with the type of business or occupation.
The rate of the gross receipts tax may also vary but the
same rate may be applied to all taxpayers. The tax on any
business in which gross receipts exceed the specified
figure is determined by multiplying the excess gross re­
ceipts by the established rate of the tax and adding the
resulting sum to the minimum fee. For example, a business
with gross receipts of less than twenty thousand dollars
might pay a flat fee of fifty dollars. The same business
with gross receipts over this amount would be subject to
the gross receipts tax schedule. Assuming that it reported
gross receipts of thirty thousand dollars, it would pay
fifty dollars plus 3/40 per cent of the excess ten thousand
dollars or $7.50. The total fee would be $57.50.

While the system outlined in the above paragraph is the
most common form for a gross receipts tax, there are vari­
ations. Some cities have adopted a scale of graduated
fixed fees up to a certain point with a percentage levy on
gross receipts beyond this point, as follows:

Gross receipts less than $10,000. . . $ 50.00
Gross receipts $10,000-$20,000. ... 75.00
Gross receipts $20,000-$30,000. . . . 100.00
Gross receipts over $30,000  3/40 of 1# of gross

receipts over $30,000.
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A fixed scale such as the above may also be set up with
the provision that when gross receipts exceed a certain
figure the tax is determined entirely by applying a speci­
fied rate to all gross receipts, thereby superseding the
schedule of fixed fees. Whatever form is used, this
system encompasses many more businesses than does the in­
ventory method. For example, service enterprises such as
laundries, repair shops, etc., can be included under the
same rate as retail merchants. There are some exceptions
and the rate is sometimes increased for certain businesses
which are charged with receiving particular benefits from
the city. While this is not a perfect system by any
means, it is certainly more inclusive than any of the
others. On the surface, at least, it seems somewhat more
equitable since it does provide a common base on which
the same rate can be levied against different types of
businesses and occupations.

Actually, no city uses any one system to the exclu­
sion of all others. The change from the inventory system
to gross receipts is generally a gradual one and no one
point in time can be given to mark the change. All the
cities which now substantially base their license code
on gross receipts report that the change started before
1949, in view of this, it cannot be said that the trend
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toward the system of license taxes based on gross receipts
is a new development. It appears, however, that the
cities are increasing the use of gross receipts as a
basis for the occupational license tax.

City officials agree that a license code based on
either inventories or gross receipts is more productive
than a schedule of fixed fees. Those who have changed
from a system based on inventories to one based on gross
receipts admit that there is an appreciable increase in
revenue from this tax following the change even though no
concerted effort was made to achieve this. They tend to
de-emphasize this and defend the change on the grounds
that it results in a more equitable tax, but this in­
creased revenue was undoubtedly a further inducement to
change the license tax schedule.

It is also an argument used against the tax, and
one official stated this had been a hindrance to the
adoption of a gross receipts schedule which had been con­
sidered. It would require a detailed intensive study to
reach a definite conclusion regarding this. However, it
should be noted that most of the larger cities, those
over twenty-five thousand population, have tended more
and more to set up codes based on gross receipts. This 
may be partly responsible for the fact that they report 
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larger per capita receipts from the occupational license
tax even though their officials state that no deliberate
effort was made to achieve this.

Administration of the Occupational License Tax.—It
is both interesting and significant to note that city of­
ficials—despite the fact they refer to it as a privilege
tax—are almost unanimous in regarding the occupational
license tax as a "benefit tax" collected in return for
benefits derived from the city government. It is in­
teresting in view of the fact that the statutes make no
references that imply such a viewpoint. It is signifi­
cant, because it has tended to place a limit on the use
of this tax. Several city officials expressed their
opinion that the lack of restrictions on this tax has
encouraged the cities to develop it to an excessive
degree. The proponents of this viewpoint argue that the
tax is presently carrying more than its share of the
financial burden of city governments and is far out of
proportion to the benefits the taxpayers receive in re­
turn. It is not seriously proposed that the tax be re­
duced—several officials stated it would be desirable to
do so but not economically feasible—but the attitude is
probably strong enough to forestall any substantial in­
creases under present circumstances. Copies of the most
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recent license code were obtained from twenty-one of the
municipalities included in this survey. Twenty of these

were enacted in 1950 or later. In all of these cases,
officials reported no general effort was made to increase
rates and derive more money from this tax at the time new
license codes were adopted. All of them contained changes,
but these were primarily adjustments designed to eliminate
inequities and bring the code up to date. Increases and
decreases in the rate of the tax on a specific subject oc­
curred at about the same frequency. Mobile was the only
city currently considering an increase in the rate of this
tax at the time of this survey, and this represents an
effort to raise this source of revenue to the approximate
productivity reported by Birmingham and Montgomery.

The last point to be brought out in regard to the
occupational license tax is the lax enforcement of this
levy. The normal procedure for obtaining a license is
simple: an application is presented to the city clerk
along with any information which may be required. This
includes name of the owner, type of occupation or
business, its location, and similar data. Where the
license is based on stock inventories or gross receipts
of the previous year, this information is submitted in
sworn affidavits accompanying the application. On the
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basis of this data, the city clerk determines the pro­
visions of the schedule which govern the license in the
particular case concerned and computes the amount of the
tax. When the tax is paid in full, the clerk issues a
license. In some cities the clerk is authorized to col­
lect a small fee, usually fifty cents, for his services.
Whether or not this is handled directly by the clerk de­
pends on the size of the city, of course, and it is fre­
quently performed by an assistant in the cities over ten
thousand population.

City officials report that it is rare for an indi­
vidual to attempt to engage in his occupation or business
without paying the tax and such violations are easily
spotted. The heavy penalties for delinquency further en­
sure that the tax is almost always paid on time. All the
cities of over twenty-five thousand population have at
least one full-time license inspector and about half the
cities of ten to twenty-five thousand population also
designate a full-time inspector. In the remaining cities
included in this study the chief of police or city clerk
are assigned the duties of this position. These in­
spectors are responsible for making certain that no one
engages in a business or occupation without first obtain­
ing a license or licenses as the case may be. In general,
it would appear that there is adequate provision to
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forestall outright evasion of the occupational license
tax, and where violations do occur, the cities are em­
powered to enforce the levy. When extenuating cir­
cumstances exist in such cases, however, an effort is
usually made to formulate a mutually satisfactory com­
promise and no city reported any extensive court proceed­
ings to enforce a license tax in recent years. The power
of the cities to collect this tax is firmly established
and accepted by the taxpayer.

The laxness in the enforcement of the occupational
license tax appears in those cases where licenses are
based on stock inventories or gross receipts. The license
codes in all cities using these two systems contain
authorization for representatives of the city governing
body to examine business records and conduct inventories
at the direction of the council or commission. The
obvious purpose of these provisions is to prevent falsi­
fication of the figures which determine the tax. In
practice, only one city, Birmingham, makes a systematic
effort to check this. The staff of the City Comptroller
includes two field auditors whose duties are to check
affidavits attesting to inventories and receipts. The
resulting collections have amply justified their employ­
ment. Officials of the cities who do not conduct such a 
check present several points in support of their position
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They argue that the requirement of applicants to file
sworn affidavits forestalls most evasion. The fact that
cities are authorized access to state sales tax records
prevents falsification in reporting gross receipts.
Formal checks would only arouse antagonism and protest
and the increased revenue that would result would not
offset the expense involved. Finally, it is the opinion
of these officials that they can achieve the same results
informally by pointing out what appear to be discrepancies
at the time the taxpayer applies for a license.

Past dealings with various individuals and firms pro­
vides some basis for the clerk to evaluate the statements
filed by the taxpayer. If it seems out of line, he can,
therefore, suggest that the taxpayer may wish to change or
correct his statement or bluntly inform him a check will
be made if it is not revised. Only if forced into it,
will he do so, however. Actually, there is probably little
deliberate evasion—particularly in the case of gross re­
ceipts where the city can compare its figures with those
turned in to the State, which does conduct audits. None­
theless, this tendency on the part of city officials to
accept the affidavits at face value is deplorable. While
evasion may not be deliberate, an applicant may become
careless in determining the figures he will submit, and
there is an inevitable tendency to present as low a
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figure as possible. Undoubtedly there are some cases where
individuals or firms deliberately take advantage of this
laxness to reduce the amount of their tax. Certainly such
a situation does not ensure that the tax is equally ap­
plied to everyone and it can result in a substantial loss
of revenue.

5. Selected License Taxes

Municipalities have not confined license taxes to the
occupational license tax considered in the above section.
In addition, they have developed special license taxes on
selected items; gasoline, tobacco and cigarettes, beer,
liquor and amusements. These are, in effect, selected
sales taxes, and in all cases their incidence falls on the
consumer. However, the cities are not authorized to levy
a direct sales tax, nor can they levy exicse taxes. In
every case these taxes are enacted as a license for the
privilege of selling the above items even though the
ordinances may specifically state that the merchant may
add the tax to the price of the item and collect it from
the purchaser.

It is unlikely that the legislature intended that the
power to levy license taxes would become the basis for
these taxes. The law was enacted in 1909, and at that 
time a general occupational license tax was not common and
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it alone represented a major addition to the municipal tax
base. Moreover, these selected sales taxes are a relative­
ly new source of municipal revenue—in few cases do they
go back prior to 1930> and most of them have developed in

26the last decade. And finally, had it been the in­
tention of the legislature to authorize such taxes, they
would have probably outlined them in detail. The in­
tention of the Legislature is of little importance since
the courts have upheld these taxes as a proper exercise
of the licensing power, but it does Indicate that this is
one area in which municipalities have shown considerable
initiative in developing revenues.

None of these selected license taxes is used by all
the cities included in the study. The tax on gasoline is
the most commonly used and is collected in thirty of the
cities. The tobacco tax is the second most common and
is reported by twenty-seven municipalities. Seventeen
have enacted a license tax on beer, and the same number
levy an amusement tax. Only eight municipalities have a

27liquor tax. Only two cities, Mountain Brook and Tarrant

26. A. M. Hillhouse and Muriel Magelssen, Where
Cities Get Their Money (Chicago: Municipal Finance Of­
ficers Association^ 1945)•

27. Table X, Appendix
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City, do not levy any of these taxes, but it should be
kept in mind that the Jefferson County cities are pro­
hibited from levying a license tax on gasoline and
tobacco. They do, of course, share receipts from the
county tax on these items. A beer tax is also collected
by the County and a share goes to the municipalities.
The cities may, however, levy an additional tax on it.
Tuscaloosa may not levy a gasoline tax because of a
similar restriction, but it, too, shares the proceeds of
the county gasoline tax.

Only in two cases is there an apparent relationship
between population size and the use of a selected

28license tax. A tax levied on retail sales of liquor
is reported by only one city which has less than ten
thousand population, Troy. The reason seems obvious.
The number of establishments—hotels, restaurants,
private clubs, etc.—licensed to make retail sales of
wines and liquors in a small community is simply not
large enough to make the tax worthwhile. The same point
applies somewhat less forcefully to the beer tax. Of
seventeen cities using it, twelve have more than ten
thousand population.

28. Ibid.
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The Gasoline Tax.—Table 6 shows the per capita re­

ceipts from each of these selected license taxes and

their total in each city. It further compares these
figures with total per capita local tax collections and
total per capita receipts from all revenue sources. It
clearly indicates that the gasoline tax is the most im­
portant of these selected license taxes, in terms of both
the number of municipalities using it and the income de­
rived from it. The popularity of this tax is explained
by the fact that it can be easily justified on the
benefit principle. City officials point out that the
amount of gasoline purchased has a direct relationship to
the use of city streets. Consequently, a tax levied on
each gallon bought by the consumer represents a direct
payment for the benefits he receives. This argument is
a persuasive one even though the tax is not commonly ear­
marked for streets but, in most cases, is used for general
purposes. The same officials report that the gasoline tax
is well received by the public and credit this to the fact
it can be justified on the benefit principle.

All thirty cities which use this tax levy it on
gasoline sold or stored within the city limits. Ten
municipalities had a rate of two cents per gallon in 1953>
and the remaining twenty collected it at a rate of one
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cent per gallon. When per capita receipts from this tax

in 1953 are compared for the cities levying each of these
rates, it appears that the two-cent rate does not neces­
sarily bring in twice as much per capita revenue as a

29rate of one cent. In fact, Atmore, with a one-cent tax
derived larger per capita receipts than four cities with
a two-cent levy. It is also significant that there is no
apparent relationship between per capita gasoline tax
collections and the population of these 39 cities. It is
clear that per capita receipts do vary considerably even
where the same rate is levied, but the reasons for this
variation are not found in data collected for this survey.

Only one city reported any change in the rate of
30this tax during the years included in this survey. In

1950, Russellville reduced its rate from two cents to one
cent per gallon which explains the decrease in the actual
receipts from this tax in that city. Roanoke reported an

29. Table XI, Appendix.
30. Only one city reported a change in the rate of

this tax during the fiscal year ending September 30, 1954.
In June, the City Commission of Mobile enacted an ad­
ditional one cent levy as a temporary measure to prevent
a deficit in current fiscal operation. The tax was sus­
pended automatically on September 30, 1954.
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almost negligible decrease from 1951 to 1953, while
Guntersville and Tuscumbia reported substantial decreases
for the same period. City officials could give no ex­
planation other than reduced sales. All other municipali­
ties reported increased receipts from 1949 to 1951 and
from 1951 to 1953. The rate of increase varies, however,
and does not reflect any definite pattern.

These increased receipts from the gasoline tax are
due directly to increased consumption of gasoline. This
is due, in turn, to the increasing use of motor vehicles
which has added to the number of such vehicles operating
in Alabama and the miles traveled by each during any
given period. If and when the present economic level
develops a downward swing, we may expect the level in
gasoline tax receipts to show a sharp drop. In a period
of depression people will reduce pleasure trips and are
less likely to purchase automobiles if they do not
already have one. Conceivably, this could lead to a de­
crease in gasoline tax receipts, but it seems more
probable that they will level off at approximately their
current level. In the long run the continued population
growth will overcome this but it will not alter the im­
mediate effect of a deflationary trend. Whether or not
such a trend will develop is a question that is subject
to considerable debate, but it is a possibility which
cannot be ignored.
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Figures were available for all three years on which
this survey is based from only 24 of the 30 cities using

this tax. In fourteen of these, the gasoline tax in­
creased in relation to total local tax collections from
1949 to 1953. In ten municipalities, it declined over

31the same period. In only nine cities was the increase
or decrease manifested in both the period from 1949 to

1951 and from 1951 to 1953* In the other fifteen cities
an increase in the first period was followed by a de­
crease in the second or vice versa. In relation to total
revenues, this tax increased in significance in fourteen
cities from 1949 to 1953 and showed a decrease in ten.
These changes did not take place in the same cities as
did the variations in relationship to local tax revenues.
In only ten cities was the trend in the relationship of
the gasoline tax to total revenue the same from 1949
through 1951 to 1953. It may be concluded from this
analysis that there was considerable variation in the
significance of this tax when compared to either local
tax collections or total revenues. There was, however,
no generally significant upward or downward trend in

32either case. With two exceptions, the difference in

31. Table XII, Appendix.
32. Ibid.
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the ratio of gasoline tax receipts to total revenues from
1949 to 1953 was less than three per cent. Russellville

lowered the rate of its tax in 1950 so that the tax
actually produced less revenue. Decatur adopted a gross
receipts sales tax and the receipts from this tax lowered
the proportion of total revenue derived from other
sources.

The Tobacco Tax.—The tobacco tax is the second most
important of the selected license taxes, but it brings in
substantially less income when compared with the gasoline
tax as is seen in Table 6. While it may include taxes on
all tobacco products, eighteen cities report it as a
cigarette tax and levy it only on cigarettes, frankly
acknowledging the fact that a tax on other tobacco
products would not bring in sufficient revenue to justify
the additional administrative effort. Only nine munici­
palities levy it on all tobacco products. In these the
amount collected from the tax on tobacco products other
than cigarettes could not be determined, but all cities
report it as negligible. For these reasons, and because
of the numerous minor differences in the rate of the tax
on other tobacco products, this analysis will deal pri­
marily with the tax levied on cigarettes.

Eleven cities levy this tax at a rate of one cent
per package of cigarettes, fourteen at a rate of two
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cents, and two at a rate of three cents per package. As

in the case of the gasoline tax, a rate of two cents does

not automatically mean per capita receipts will double
33that of the one cent rate. Again, however, the varia­

ble cannot be determined and population has no apparent

relationship to the amount of per capita receipts. No

city reported changes in the rate of this tax from
September, 1948, to September, 1954, but four cities

adopted the tax during this period: Dothan and Albert­
ville in 1952; Guntersville in 1950; and Roanoke in 1954.

The information necessary to determine the signifi­
cance of this tax was available from only seventeen
cities for all three years on which this survey is based.
In only one, Sheffield, did this tax increase in relation

34to other tax revenue from 1949 to 1953. In Russell­
ville it remained stable, and in the other fifteen it
declined. Reports were available for 1951 and 1953 from
four additional cities and three of these showed a de­
cline while only Guntersville reported an increase. More­
over, in twelve of the cities which show a decline from
1949 to 1953# the trend was consistent, i.e. a decrease

33. Table XIII, Appendix.
34. Table XIV, Appendix.
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from 194-9 to 1951 was followed by a decrease from 1951 to

1953.
The cigarette license tax declined as a per cent of

total revenue in thirteen cities from 1949 to 1953, and
in eleven of these the trend was consistent. Four cities
reported an increase in the per cent of total revenue
represented by collection of this tax in the same period,
but in only one was it a consistent trend. Two of the
four cities from which figures were obtained for only
1951 and 1953 reported a decline, and two showed an in­
crease in the importance of this tax when compared with
total revenues.

Whichever basis for comparison is used, total
revenues or local tax collections, the conclusion is the
same. The cigarette tax is declining in relative im­
portance as a source of municipal revenue. In some cases
this can be attributed to decreased collections from this
tax. Very few cities, however, reported such a decrease
and this should not be over emphasized. Basically, this
decrease in the importance of the cigarette, or tobacco,
license tax is relative. It is a highly stable source of
revenue and does not reflect general economic trends.
People do not increase their consumption of tobacco
products merely because they have more money to spend,
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and only a few will cut down this consumption when their

income declines. Since the tax is based on the volume
of sales, which does not vary greatly, it has high

stability from one year to the next. Receipts will, of
course, tend to increase over a period of several years
as a growing population consumes more tobacco products.
City officials confirm this stability, reporting that
after the tax is in effect a short time, annual receipts
level off and normally reflect only small fluctuations.
It is because of this stability that the relative im­
portance of the cigarette tax has declined. Receipts
from other sources have increased, and this is reflected
in larger total revenues. Since it is relative, this
trend should not be over emphasized and cannot be used
to minimize the productivity of the selected license tax
on cigarettes and tobacco.

The Beer Tax.—Seventeen cities levy a special
license tax on the sale of beer: nine of these at a rate
of two cents per twelve ounce bottle, six of these at a
rate of one cent, and one, Brewton, at the rate of three
cents per bottle. Birmingham levies a tax of four cents
per case.

In contrast to the gasoline and cigarette taxes, per
capita receipts from the beer tax do vary with the rate
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35of the tax. It is not a precise relationship in the
sense that a two-cent tax brings in exactly twice as
much as a one-cent levy, but the higher rate definitely
produces higher per capita receipts. In considering
per capita receipts from this tax, certain special cases
must be noted. Selma reported higher per capita col­
lections than other cities which levy a one-cent tax due
to a nearby military installation. The high figure in
Huntsville was in part due to the same circumstance and
in part due to the proximity of dry counties. Sheffield
also reported higher than average receipts and city
officials attributed this to consumption by residents of
Florence which is located in a dry county. Again, how­
ever, there is no apparent relationship between popu­
lation and per capita receipts. Per capita receipts vary
considerably but the reasons for this are not obvious.

In considering the beer tax it is important to note
that of the thirty-nine cities in this study, only twenty-
two are located in wet counties. Of these, seventeen
levy a tax on beer. Three of the remaining five cities
are located in Jefferson County and share the county
collected beer tax. Only Montgomery and Eufala are
located in wet counties and neither levy this tax nor

35. Table XV, Appendix
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share in a county levy. This Indicates a high use of
this tax where a city can levy it.

A comparison of per capita collections from the beer
tax with those from all local taxes and total revenues,
as in Table 6, indicates that this is not a major source

of revenue in terms of the amount of money it brings in.
Huntsville and Sheffield do get very large sums from it,
but both are exceptional cases. In all other cities it
represents a relatively small part of total revenues.

In seven of the thirteen cities which reported for
all three years, beer tax collections declined as a per
cent of local tax collections, and in the remaining six
it increased from 19^9 to 1953. In only six cases was
the increase or decrease continuous from 19^9 through
1951 to 1953. As a per cent of total revenue, this tax
declined in six cities, increased in six, and remained
the same in one city during this same period. Again, in
only six cities was the trend consistent. In the case
of the two municipalities from which reports were ob­
tained for the years 1951 and 1953 only, the beer tax
increased in importance in Tuscaloosa and declined
slightly in Atmore. The apparent increase in Tuscaloosa,
however, is due to the fact that the tax was not collected 

36. Table XVI, Appendix
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for a full year in 1951. Fairfield did not levy this tax
until 1953. On the whole, there has been no major over­

all trend in the relationship of the beer license tax
to either local tax collections or total revenues

despite considerable fluctuation in individual cities.
This fluctuation is relative in some cases, but in many

it reflects fluctuations in the receipts from this tax.
The Admission Tax.—In terms of the number of

municipalities which levy it, the amusement, or admis­
sions, tax is the same as the beer tax. Per capita col­
lections from this tax in each of the seventeen cities
which levied it in 1953 are compared with total revenues
and local tax collections in Table 6. From these figures
it is clear that the productivity of this tax is some­
what lower than that of the beer tax.

In marked contrast to the selected license taxes on
gasoline, tobacco and beer, there are no standard rates
for the admissions tax. Instead, there is substantial
variation in both the rate levied and the way it is ex­
pressed. 37 As in the case of the gasoline and tobacco

taxes, the productivity of this tax has no apparent
relationship to the rate of the tax or the population of
the city. It seems quite certain that these are major

37. Table XVII, Appendix
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factors but other variables prevent comparison on these
points.

In nine of the twelve cities which reported figures
for 1949, 1951 and 1953, the amusement tax declined in
relation to local tax collections from 1949 to 1953. In

OO
seven of these the trend was continuous. Only two
cities reported an increase in the same period. When com­
pared with total revenues, the amusement tax was less
significant in eight cities in 1953 than 194-9 and in six
of these the trend was continuous from 1949 to 1951 and

391951 to 1953. Only one city reported an over-all in­
crease, and in that case receipts from the admissions
tax declined in relative significance from 1951 to 1953
although it was still more important in the latter year than
in 1949. In two municipalities this tax represented the
same per cent of total revenues in 1953 as in 1949 although
it varied from these years in 1951. Three cities reported
receipts only for 1951 and 1953. The amusement tax was
less significant relative to total revenues in two of these
in 1953 and in 1951 > and in the third it showed an in­
crease .

38. Table XVIII, Appendix.
39. Ibid-
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The general trend is clearly toward a marked decline

in the relative importance of the admissions tax in the
revenue patterns of the Alabama cities which levy it.
Unlike other selected license taxes, this is not a
relative decline. Nine of the seventeen cities using
this tax reported lower collections in 1951 than 1949 and

again in 1953 as compared to 1951. In Tuscaloosa the
sharp decline from 1951 to 1953 can be charged to the
reduction in the rate of this tax, but this was not a
factor in the other cities. Only four of the municipali­
ties which reported receipts for all three years showed
a net increase from 1949 to 1953 and in one of these 1953
receipts were lower than those in 1951. Two of the three
cities which reported figures for only two years, 1951
and 1953., showed small increases in actual collections
and the third reported a decrease. Officials in several
municipalities reported the continuation of this trend
during the fiscal year ending September 30, 1954 and
attribute it to the steadily increasing television
audience.

In evaluating this trend, it should be noted that
Mobile, which has had television longer than most of the
smaller cities, showed a decline from 1949 to 1951 follow­
ed by an Increase from 1951 to 1953. The explanation 
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given is that the immediate popularity of television has
abated and the theatres are enjoying a marked increase in
attendance. A few officials in other cities feel this
trend may develop in their area. If so, amusement tax
receipts will probably show slight increases over the
next few years and then will level off. At the present
time, however, there is an appreciable downward trend in
the collections from this tax and its importance as a
source of municipal revenue. This explains, in part, the
fact that only two out of the 24 cities which did not
collect this tax in 1949 have since adopted it—Greenville
in 1950 and Guntersville in 1952.

The Liquor Tax.—Least important of the selected
license taxes levied by municipal ordinance is that col­
lected on retail sales of liquor. Only eight cities use
such a tax, and in one of these, Mobile, receipts were
included with the beer tax so that the present discussion
will be limited to seven municipalities. Table 6 shows
very small per capita receipts from this tax. Pritchard
reported highest per capita receipts in 1953 with 66
cents and Homewood ranked second with only 28 cents. The
high per capita receipts in Prichard are due to an un-

40usually high tax rate.

40. Table XIX, Appendix.
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On the basis of such a small number of cities, it is

impossible to draw valid generalizations as to the rate
of this tax or any trends which might follow population
other than the fact that it is found in only one city of
less than ten thousand population. The reason for this
difficulty has already been stated. There are simply not
enough establishments engaging in the retail sale of
liquor to make this tax practical.

In only one city, Prichard, do the receipts from this
tax represent more than two per cent of tax revenues in
any of the years reported, and it constitutes less than
one per cent of the total revenue in all cities except

41Prichard in all three years reported. In all munici­
palities the liquor tax has maintained about the same
relationship to total revenues from 1949 through 1953.
It showed a steady decline in Fairfield, but this was
relative and due only in part to a negligible decrease
in actual receipts. An appreciable increase appeared in
Homewood and Prichard from 1951 to 1953> but in the former
city the increase was due to a rate increase in 1953 from
two to four per cent of the purchase price. Otherwise,
fluctuations in collections from this tax have not greatly

41. Table XX, Appendix.
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affected its position in the revenue patterns of the
municipalities which use it.

The above facts support one conclusion. As a source
of municipal revenue, a selected license tax on the re­
tail sale of liquor is of minor, if not negligible, im­
portance. It is, in fact, difficult to justify such a
tax on the basis of its productivity and it must be con­
sidered as essentially a nuisance tax. Therefore, it is
not surprising that it is used by so few Alabama cities.
In addition to the eight cities which do collect this
tax, thirteen others in this group of 39 municipalities
have authorized the sale of liquor but levy no tax on it.

It has been pointed out that the ad valorem tax, the
occupational license tax, and the gasoline license tax
are justified by the benefit principle. It is argued that
the individuals who pay these taxes enjoy special benefits
and services from the city and the tax paid bears at
least a rough proportion to the benefits received. The
selected license taxes on tobacco, beer, amusements, and
liquor cannot be justified on this basis. Instead, city
officials argue that the municipalities must have more
revenue and, in view of this requirement, new taxes must
be enacted. They contend that these items are luxuries
and, since the amount of tax which an individual pays in­
creases with the rate of his consumption of these goods 
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these are a fair measure of ability to pay. Perhaps this

attitude can best be summed up as one which looks upon
these as luxury taxes arising out of the necessity for

increased revenue.
Administration of Selected License Taxes. —City of­

ficials report that enforcement of these selected license,
or sales, taxes is quite effective and there is only minor

evasion. In the case of the tobacco tax, all cities
utilize the stamp system. The city clerk maintains a

supply of stamps which must be purchased and affixed to
each package of cigarettes or other tobacco products be­
fore it is sold to the consumer. In the larger of these
cities—those above 10,000—wholesale distributors normal­
ly do this since they can use mechanical devices to apply
the stamps. In the smaller cities, however, the tax
stamps are frequently’purchased and affixed by the re­
tailer since it is not feasible for the wholesaler to do
so. In practice, the level at which the stamp is affixed
is not particularly important since the tax is ultimately
passed on to the consumer.

The gasoline tax is collected by a different method.
Any individual or firm which purchases gasoline from a
wholesaler must file a periodic report of his purchases
accompanied by copies of the invoices which accompany the
sales. Since few retailers buy from more than one



114

wholesaler, it is a relatively easy job to check these
returns against the wholesale dealer’s records. Very few,

if any, municipalities have a system which encompass a
complete check of all the returns. They consider the

fact that they may do so a sufficient deterrent to
evasion. They also claim experience has shown that deal­
ers operating under a franchise from a major oil company
such as Gulf or Esso, are under considerable pressure to
present accurate reports, since these companies do not
wish to become even indirectly involved in tax diffi­
culties. Most attempts at evasion occur in small oper­
ations by independent dealers, and reports from such deal­
ers are checked quite frequently. To a considerable ex­
tent, the frequency of these checks is determined by the
personal observation of the city clerk or other official
who administers this tax. If he notes a decline in sales
or feels the tax is low, he may place the business under
observation for a period of time. If tax returns seem
related to the amount of business, he will frequently
carry it no further, but he may make a detailed check to
ensure evasion is not present. A few of the smaller
cities make periodic readings of the meters attached to
each gasoline pump as a means of checking tax returns.
This is time consuming, however, and the meters are not
infallible.
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While some municipalities use stamps, most of them
rely on records of purchases by retailers in collecting

the beer tax. As in the case of the gasoline tax, each
dealer submits a report accompanied by copies of his in­
voices which may be checked against the records of the
wholesaler. Again, as in the case of the gasoline tax,
there is no systematic procedure for making these
checks. They are generally conducted only when there is
a flagrant case of evasion. Nonetheless, city officials
maintain there is little evasion, and it does seem un­
likely that there are any sustained violations. Whole­
sale dealers give full cooperation to officials enforcing
this tax, although they do not exert the strong pressure
against evasion by retailers that is characteristic of
the large oil companies in which case the retailers oper­
ate under the trademark of the parent firm.

Birmingham and Huntsville are the only cities which
collect the beer tax from wholesalers. It is feasible to
do so in Birmingham since the tax is levied on each case
rather than each bottle. It is possible in Huntsville
since the retail sale of beer is not legal elsewhere in
Madison County. Where it is intended that the tax be
passed on to the consumer, it is generally easier to levy
it as a bottle tax and collect it from the retailer. If 
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levied, on the wholesaler problems would develop where

wholesalers from outside the city must pay the tax and
where wholesalers within the municipality service re­

tailers outside it. It is more direct and, therefore,
simpler to collect the tax from the retail dealer.

It also appears that there is no concerted effort
made by any city to check evasion of the admissions tax.
Collections of this tax are based on notarized reports
submitted by the operator of the amusement place. Gener­
ally, the city provides a standard form for these reports
and they are submitted to the city clerk or treasurer.
The reports are checked only where there is an obvious
basis for assuming that evasion does exist. City of­
ficials maintain that these reports are usually accurate
and base their argument on the fact that the tax is
passed on to the consumer and represents no loss to the
operator. They give little weight to the possibility of
the operator distorting his reports and retaining sub­
stantial amounts from the tax which he collects. In
further support of their position, city officials point
out that there is no way to make a completely accurate
check of attendance reports short of monitoring attendance
at each performance. The cost of such a check would, of
course, be prohibitive. However, it is not necessary that 
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the check be completely accurate and a series of spot
checks would provide some basis for evaluating these at­
tendance reports.

The liquor tax is collected on the basis of reports
of purchases from the state liquor stores which can be
checked with the records of the Alcoholic Beverage Control
Board. It is unlikely that much, if any, evasion exists
in this tax since it would constitute grounds for a com­
plaint to the ABC Board and possible revocation of the
license of the retailer caught in such a violation. In
any case, the tax is a small source of income and evasion
would not seriously affect the revenue of any municipality.
This, of course, is not an excuse for lax enforcement.

It has been indicated that there is no systematic
procedure for checking evasion of these selected license
taxes. Birmingham has two full time auditors, but the
scope of the task in that city prevents any regular
examination of reports and records to determine their ac­
curacy. At best they can only make spot checks and a
large part of their work is concerned with instances of
probable evasion. In all other cities, the clerk or
other duly appointed representative of the governing body
is authorized to conduct audits, but no person is employed
on a full-time basis for this purpose, and a check is
normally made only where evasion is obvious. It is
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probable that despite this situation, city officials are
correct in stating that evasion is negligible, but a de­
tailed study would be necessary before a positive con­
clusion could be formulated.

On the basis of the preceding analysis, it seems

clear that these 39 cities have not been reluctant to
levy these selected license taxes. Thirty cities collect
the gasoline license tax and seven others derive revenue
from it indirectly through county levies. Huntsville and
Athens are the only cities which do not get any income
from it. Only seventeen levy a beer tax, but three others
share in a county levy. Again, only two cities, Montgomery
and Eufala, which could collect this tax do not do so.
The remaining seventeen municipalities are located in dry
counties. Twenty-seven cities collect the tobacco tax,
and the six Jefferson County cities again share in the
county license tax. Only six cities—Mobile, Prichard,
Huntsville, Troy, Tuskegee, and Roanoke—derive no
revenue from a tax on tobacco. While only a few cities
levy a tax on the retail sale of liquor, it has been
pointed out that this tax is not generally practical in
view of its limited base. It is, in addition, a negligi­
ble source of revenue.

Troy is the only one of the eight cities collecting
a tax on retail liquor sales which adopted this tax later
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than 1951. Tuscaloosa could not collect a beer tax prior

to 1951 when the sale of beer became legal under the local
option laws. Fairfield enacted its beer tax in 1952 but
it did not become effective until the beginning of the

1953 fiscal year. Greenville collected its tobacco tax
for only one month in 1949. Guntersville first collected
it in 1950 and Albertville did not levy a tobacco tax
until 1952. With these six exceptions, all of the cities
which reported receipts from these selected license taxes
in 1953 enacted them prior to 1949. This is a further
indication that these cities have not generally been lax
in developing the potentialities of these selected license
taxes.

The importance of these selected license taxes can be
summarized rather briefly. Only two of them, the gasoline
and tobacco taxes, have individual significance in re­
lation to the total revenues of the cities using them or
the frequency of their occurrence. The beer tax is an
important source of income in Mobile, Prichard, Huntsville
and Sheffield, and brings in fairly significant amounts in
Opelika and Brewton. In the eleven remaining cities which
levy this tax it averages about five per cent of total
revenues. Its significance is greatly limited, however, by
the fact that a majority of the municipalities included in
this study cannot levy it. The amusement tax brings in
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more than five per cent of the total revenue in only six

out of the seventeen cities which collect it. The liquor

tax is negligible both in frequency and yield.

Collectively, the selected license taxes vary widely
4'in the percentage of total revenue which they represent.

While Tarrant City and Mountain Brook derive no revenue

from them, they account for as much as 57.1 per cent of
all revenues in Prichard. The median city is Cullman
with 26.8 per cent. The following summary shows the

distribution within this range:
0 to 14.3 per cent...............8 cities
14.4 to 28.6 per cent.......... 14 cities
28.7 to 42.9 per cent...........15 cities
43.0 to 57.1 per cent.......... 2 cities 

6. Gross Receipts Sales Tax

In addition to the selected license taxes and the
occupational license tax analyzed in the preceding para­
graphs, eight cities levy still another tax under the
same grant of power. This is the gross receipts sales
tax which is, in effect, exactly like the State three
per cent sales tax. Legally, it is enacted as a license
tax computed on the gross receipts of the taxpayer with
the provision that he may add the tax to the sale price

42. Table XXI, Appendix.
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43of the goods which he sells. In practice, the tax is
passed on to the consumer in almost all cases, and city

officials report that it is normally done by adding the
tax to the purchase price at the time of sale as in the

case of the state sales tax. Only a few merchants col­
lect it as a hidden tax, i.e. by making advance allowance
for it in determining the price at which they will sell a
particular item. It is mose unusual for a dealer to
absorb the tax and make no effort to pass it on to the
consumer. In short, no attempt is made to conceal the
fact that this is a general sales tax intended to be
passed on to the consumer even though the legal fiction
must be maintained that it is a license tax levied on the
dealer.

In those cities which have adopted it, the gross re­
ceipts sales tax is undoubtedly a productive source of

44municipal revenues. Its general importance is limited,
however, by the small number of cities which collect it.
This same fact also makes it impossible to draw any

43. Such a tax was held to be a valid exercise of
the municipal licensing power as defined in the Code,
Title 37, Sec. 755, in Evers v. Dadeville, 258 Ala. 53,
61 So. (2d) 78. ...

44. Tables XXII and XXIII, Appendix 
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conclusions regarding the relationship between the yield

of this tax and population size. It is logical to assume

that it is proportionately more productive in a larger
municipality for the same reasons pointed out in the
discussion of the occupational license tax. A large city
draws trade from a larger area and supports many enter­
prises not feasible in a small community. Some of these
take the form of retail outlets although the tendency is
probably not so pronounced in this area as it is with
respect to wholesale outlets. This deduction cannot,
however, be accurately evaluated on the basis of the
present study.

Probably the most significant aspect of the gross re­
ceipts sales tax is the fact that it is a relatively
recent addition to the revenue pattern of these larger
Alabama cities. Only three cities—Eufala, Florence and
Sheffield—collected it prior to 1949. Sylacauga and
Tuscumbia started to collect it in 194-9; and Decatur
adopted it in 1951. Tuscaloosa did not levy its sales
tax until 1952, and Tuscumbia was the last of the eight
cities which reported this tax in 1953 to adopt it, en­
acting its ordinance in June of that year.

The rate and administration of this tax are fairly
well standardized. Seven of the eight cities which re­
ported collections from a gross receipts sales tax in 1953 
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levy it at a rate of one per cent. Florence levies it at

a rate of one-half per cent. All municipalities exempt
those retail sales which are not subject to the State
sales tax, but no city reported any additional exemptions.
Collections are based on reports submitted by the dealers
at the end of each month. These reports are in the form
of sworn and notarized statements and include information
as to amount of tax paid to the state under its three per
cent sales tax law. This makes it possible for the city
officials or their representative to compare reports sub­
mitted to them with those forwarded to the Sales Tax
Division of the State Department of Revenue. Any dis­
crepancy is taken as evidence of evasion and grounds for
a thorough audit of the dealer’s records. This means
that a merchant cannot hope to avoid the municipal tax
unless he also falsifies his reports to the State, and no
city has reported any instance of evasion where this was
not the case. Because of this, the cities rely on State
enforcement of the tax to protect their interests, taking
action only after State officials expose a violation
except in cases where the violation is so obvious as to
require little investigation. In short, the administration
and enforcement of this tax present few problems to the
cities which use it.
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It would seem that such a tax, highly productive yet

easy to administer, would have great appeal to city of­
ficials, and such is the case. Officials in several

cities reported that serious thought has been given to
this tax as a source of much needed revenue. However, it

cannot be justified either by the benefit principle or
ability to pay. It is an established principle of tax

theory that a general sales tax is the most regressive of
all taxes. City officials are well aware of this fact
and hesitate to recommend such a tax unless there is
absolutely no other alternative. This attitude is given
additional weight by the active and politically ef­
fective opposition which has developed in many cases when
the suggestion has been made that a city adopt a sales
tax. An example of this occurred in Talladega in the
elections of September, 1954, when one long-time member of
the city commission was defeated because of his support
of the sales tax in 1953. It is not necessary that the
tax be levied; mere consideration of it can be used as a
political weapon against the incumbent administration as
was done in Atmore in 1951 when a strong effort was made
to oust the incumbent members of the city council who
were up for reelection on the grounds that they had 
intermittently considered a sales tax. Because of the 
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opposition which it arouses, many city officials have
abandoned any consideration of the gross receipts sales
tax.

7. Payments in Lieu of Taxes

It can be argued that payments in lieu of taxes are,
by their very definition, not sources of tax revenues.
However, they are classified with tax revenues by munici­
pal officials. The agencies making these payments look
upon them as an obligation and, in fact, in all cases
where such payments are reported there is a legal obli­
gation to make these payments stemming from a contractual
agreement between the city and agency concerned. Gener­
ally, they are computed in the same manner as a tax al­
though the rate and base may vary, and in some instances
the amount is merely a predetermined flat fee.

The theory underlying these payments is that the
municipality would be able to tax the property concerned
if it were privately owned. While it cannot tax public­
ally-owned property, it normally provides the same
service as when the property was privately owned. It
is also argued that in those cases where the property
changes from private to public ownership, the city is
deprived of a source of revenue and some effort should
be made to replace this source.
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At the present time, 21 of the 39 Alabama cities in­
cluded in this survey derive some revenue from payments
in lieu of taxes. Some of them receive payments from
more than one of the four types of property which make
such payments: electric systems, water systems, public

Ashousing authorities and gas systems. J
Thirteen municipalities collect payments in lieu of

taxes from electric systems and twelve of these are
municipally owned systems which distribute electricity
under contracts with the Tennessee Valley Authority.
Recognizing a reasonable payment for state and local taxes
as an appropriate cost of doing business, the TVA has
authorized municipal electric systems distributing power
which it produces to pay to the parent municipality a
maximum tax equivalent to the sum of state, county and
local tax rates applied to the depreciated cost of their

46electric properties. While this specifies only the
maximum, all the municipal systems except that in
Bessemer calculate their payments in this manner and pay

45. Table XXIV, Appendix.
46. Letter received by the writer from Dr. Lawrence

L. Durisch, Government Relations and Economic Staff,
Tennessee Valley Authority, dated September 28, 1954,
Knoxville, Tennessee.
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the full amount. Bessemer adopted a new method for the

fiscal year 1953., taking three per cent of electric
system revenues for service inside the city and one and
one-half per cent for service outside the owner city.

The amount of the payment cannot, however, exceed the
limit as calculated by the old system. Anniston is the
only city receiving tax equivalents from an electric
system outside the TVA program and in this case it is a
fixed fee agreed upon by the city and the system.

In the case of the TVA systems, the cities derive
more revenue from these payments in lieu of taxes than
they would from taxes levied on the same property if
privately owned. Studies have shown that depreciated
cost usually exceeds the prevailing level of assessed
valuation of privately owned property. The assessed
valuation of the twelve major privately owned power
companies on the perimeter of the TVA service area
averaged only 36.7 per cent of the original cost of their
plant in 1952. The depreciated cost of TVA systems aver­
aged more than twice this figure. Further, depreciated
cost represents a relatively stable figure since some of
the items of property will always be newly replaced.
There is inevitably some fluctuation, but there is no

47. Ibid
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consistent decline. Finally, while provision is made for

the municipalities to distribute a proportional share of
these tax equivalents to the state and county in ac­
cordance with local procedures, none of the Alabama cities
do so and consequently benefit from a rate more than
double that which they could levy on privately owned
systems.

Nine municipalities receive tax equivalents from
water systems owned by the city but operated under
separate boards. There is no standard policy for de­
termining the amount of the payment although it is gener­
ally either a per cent of gross revenues or a prede­
termined fixed fee. In Montgomery, however, the amount
is determined by computing the hydrant rental which the
City would pay at an agreed rate and setting the tax
equivalent at this figure. This method was adopted to
simplify bookkeeping procedures since the transfer is a
paper one; from the Water Board to the City and vice
versa. Most of the cities with independent water boards
make no effort to collect tax equivalents but instead re­
ceive free water service. There is, of course, no basis
for a tax equivalent where the water system is directly
operated by the city governing body.

There is also no standard policy covering the tax 
equivalents paid by local housing authorities set up
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48under the Federal public housing program. Originally,
payments were determined in case-by-case negotiations
with each municipality and specified in the original
contract which established the project. In some cases
no tax equivalents were required; in others payments of
from two to five per cent of the shelter rent were set
up, and a fixed amount was specified in a few instances.
Other arrangements were possible under this system but
these three were most common. In 1944, local authorities
were authorized to pay as high as ten per cent of the
shelter rents collected to the municipality concerned
as a tax equivalent. Congress, however, reverted back
to the old system for projects established with funds ap­
propriated in 1948, and has continued this policy until
the present time. The result is a confused situation and
because of the small amounts collected by the ten cities
which reported such payments in 1953 no intensive effort
was made to investigate the procedure which determines
the amount in each case. City officials simply were not
informed on this point and apparently accept the money
turned over to them without question.

48. Statement on Payments in Lieu of Taxes on Low-
Rent Public housing Projects. A Report by the Housing
and Home Finance Agency, Public Housing Administration
(Washington, D. C., 1948).
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Only two cities receive payments from gas systems
which they have established under separate boards, and
both have done so for only a short time—Decatur start­
ing in 1951 and Huntsville in 1952. In these two cities
the amount is computed as a per cent of gross receipts,
and it is probable that other municipalities will adopt
the same system. However, no definite prediction can
be made on such a limited base.

There is considerable variation among different
cities with respect to per capita receipts from payments

49in lieu of taxes. These differences can be attributed
to the fact that some cities derive substantial payments
from two or three sources while others receive only a
small amount from one source. There are also variations
in the relative significance of these payments in the

50same city over a period of time. In some cities —
Florence, for example—tax equivalents show a high degree
of stability while in others, such as Russellville, they
fluctuate widely. These fluctuations make it impossible
to formulate any valid trends in analyzing these payments.
It should be noted, however, that these variations are
most often due to payments from new sources rather than

49. Table XXV, Appendix.
50. Table XXVI, Appendix.
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fluctuations within established sources. It is possible,
that some trends would appear if each item were analyzed
separately, but the amounts involved are so small in
relation to total revenues that this analysis was not
deemed worthwhile. Suffice it to say that with few
exceptions payments in lieu of taxes are a negligible
item of revenue in Alabama cities over five thousand popu­
lation.

It is probable that additional cities will derive
some revenue in the form of tax equivalents as the number
of municipally owned natural gas systems increases. Some
cities may also set up independent water boards and in
such cases will probably incorporate provisions for pay­
ments in lieu of taxes. No cities reported plans for
housing projects or the purchase of electric distribution
systems which would provide additional sources of tax
equivalents. While no city reported any changes in the
base or rate of particular equivalents since 19^9,
several cities reported receipts from new sources. Birm­
ingham and Montgomery established water boards and re­
ceived their first tax equivalents from them in 1950.
Mountain Brook and Fairfield did not receive tax equi­
valents from the Birmingham Water Board until 1952.
Huntsville, Opelika and Selma did not report payments
in lieu of taxes from their housing authorities until 1953.
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Bessemer first listed payments from its housing authority

in 1951. It has already been pointed out that Decatur
and Huntsville received the first payments from their gas

systems in 1951 and 1953 respectively. Tuscumbia is the
only city which reported the cessation of tax equivalents
when the City’s waterworks board was abolished in 1952.



CHAPTER IV

LOCAL NON-TAX REVENUES

In. addition to the taxes which they may levy,
municipalities obtain a substantial amount of revenue
from non-tax sources. This chapter will consider these
non-tax revenues, their importance in the over-all pat­
tern of municipal revenues, the factors which determine
their productivity, and other pertinent aspects of them.
In considering them, it will be helpful to keep in mind
two general observations. The first of these obser­
vations is that they have not, in all cases, been de­
veloped primarily as revenue measures. Often the revenue
produced is incidental to a more basic purpose. Fines
and costs are probably the most obvious example of this.
They are not collected for the revenue they produce but
are a means of enforcing municipal ordinances. Other
examples will be pointed out in the course of the chapter.

The second observation is that—with the exception of
fines and costs—each of the classifications used in this
chapter may include more than one separate item of revenue.
This grouping was necessary for several reasons. "Permits
and inspection fees," for example, includes a wide range
of items: building permits, sewer permits, electrical and

133
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plumbing inspection fees, and many others. There is wide
variation in the number and type of such fees which an
individual city may collect. To consider each of them in
detail would have confused the analysis and would have
been of little benefit. Differences in terminology would
have further complicated the discussion. Finally, the
amount received from many of the individual items within
each classification was often so small as to prohibit
precise statistical computations. It seemed logical to
classify these minor and varied items into more compre­
hensive and meaningful groups.

1. General Importance of Local Non-Tax Revenues

It was pointed out at the beginning of Chapter II,
that local non-tax revenues are generally the second most
important source of municipal revenues. There are, of
course, exceptions. Unusually high receipts from utility
operations made non-tax revenues the largest source of
municipal income in 1953 in six cities.In Tuscaloosa
and in the six Jefferson County cities which shared in
county-collected taxes, local non-tax receipts were the
least important of the three general classes of revenue

1. Dothan, Sylacauga, Troy, Tuskegee, Lanett and
Alexander City.
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p
in the same year. In the remaining 26 cities, however,

they did hold second place.
In 1953, Dothan derived the highest per capita re­

ceipts from this group of revenues, $44.41, and Mountain
Brook reported the smallest sum, $2.00. Birmingham was
the median city with $7.35. This wide range is not too
significant, however, since the distribution within it
was most uneven as shown below:

Per Capita Receipts No. of Cities
$2.00-12.60 29
12.61-23.20 5
23.21-33.80 2
33.81-44.41 3

A very similar pattern appears when local non-tax re­
ceipts are expressed as a per cent of total revenues as
in Table 8. From 76.1 per cent in Lanett, they decrease
to a low of 5.2 per cent in Mountain Brook with a median
of 21.9 per cent in Albertville. Twenty-one cities de­
rived less than 23 per cent of their revenue from these
sources, another group of 12 cities ranged from 23 per
cent to 40 per cent, and only six cities obtained more
than 40 per cent of their total revenues from non-tax
sources.

2. The six Jefferson County cities are Birmingham,
Bessemer, Fairfield, Mountain Brook, Homewood and
Tarrant City.
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Table 9 summarizes the importance of non-tax

revenues in relation to total revenues for each of the
three years covered by the present study, and it is
obvious that no all-inclusive trends appear during this
period. This observation is confirmed by analysis of
equivalent figures for each Individual city. In 20 of 32
cities from which data were available for all three years,
this group of revenues was more important in 1953 than in
1949. In only thirteen cities was the increase consistent
from 1949 to 1951 and again from 1951 to 1953* In twelve
municipalities non-tax revenues were less significant in
1953 than in 1949> but in only six cases was the decrease
continuous. These facts point out the difficulty of
generalizing on the importance of non-tax revenues. They
have shown increased importance in more cities than other­
wise but exceptions are so numerous that no over-all
trends can be defined.

In contrast to local tax collections in which only
two cities—Guntersville and Russellville—reported a
decline in actual receipts, local non-tax revenues showed
an actual decline in several instances. Seven of the 32
cities which reported receipts for 1949 and 1951 reported
a decline for this period.Ten of the 36 municipalities

3. Russellville, Guntersville, Greenville, Brewton,
Sheffield, Prichard and Huntsville.
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which reported figures for 1951 and 1953 also showed a
decline in receipts from local non-tax sources.21 How­

ever, only two cities, Sheffield and Russellville, re­
ported a decline in both periods, and in only four
cases—Sheffield, Russellville, Eufala, and Gunters­
ville—were total receipts from local non-tax sources
less in 1953 than in 1949. While no trend can be pre­
dicated on this analysis and the decrease was usually not
large, it does appear that non-tax revenues have far less
stability than tax revenues. While a decrease in actual
receipts does not account for the decline in importance
of non-tax revenues in all cases, it is a substantial
factor in many cities where this developed.

While no clear trends appear regarding the signifi­
cance of non-tax revenues in all cities, Table 9 does
show that they have increased substantially in importance
in cities of less than 10,000 population. The reasons
for this will develop in the course of the detailed
analysis of each item of revenue within this class. It
also appears from this table that local non-tax revenues
are more significant in small cities than in larger ones.
This conclusion is supported by an analysis of per capita

4. Tuskegee, Mountain Brook, Eufala, Talladega,
Sheffield, Homewood, Auburn, Anniston, Russellville and
Gadsden.
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receipts which shows that of eleven cities reporting 1953
per capita receipts from non-tax sources of more than ten
dollars, eight have a population of five to ten thousand.

2. Fines and Costs
It is clearly seen in Table 7 that fines and costs

are generally the most important source of local non-tax
revenues. It is the only single item of non-tax revenue,
with the exception of miscellaneous revenue, which is
found in all 39 cities included in this survey. In
nineteen municipalities, fines and costs produced more
revenue in terms of 1953 per capita receipts than any
other non-tax source. In sixteen others income from this
source ranked second, in three it held third place, and
in only one city did it drop to fourth place.

Despite the fact that it is, generally speaking, the
most important non-tax source of municipal revenue, per
capita collections from fines and costs were not large in
1953. Sheffield was highest with $4.48, Tuscaloosa was
the median city with $2.35, and Mountain Brook was low
with 82 cents. Within this range, distribution was as
follows:

Range No. of Cities
$ .82-1.74 10
1.75-2.64 13
2.65-3.45 9
3.46-4.48 7
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While distribution is definitely concentrated in the
lowest half of the range, it is not as uneven as is the
case of some other local non-tax revenues.

It should be noted that variations in per capita
receipts from fines and costs have no apparent relation­
ship to the population size of the cities which are
listed in descending order of population in Table 7. It
is not possible to pinpoint specific reasons for the
marked variations which exist among the cities, although
three factors appear relevant: (1) the over-all level of
law enforcement; (2) the severity of the penalties im­
posed; and (3) to some extent the number of offenses com­
mitted. The greatest part of the money derived from
fines and costs comes from traffic offenses and minor
incidents stemming from intoxication or a combination of
the two. A survey of the number of violations in these
two areas in each city was far beyond the scope of this
study. However, it seems reasonable to assume that
there are variations in the rate of these offenses.
Since only those violations are reported which result in
official action, the efficiency of law enforcement would,
of course, influence the result. The size of the police
force relative to the area it must patrol, the effi­
ciency of its operations, and local policies regarding
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the use of warnings and other Informal enforcement pro­
cedures would all enter into consideration, as would the
policies of the respective municipal courts in meting out
punishment. Some judges will inevitably be more strict
than others in using their discretionary power to fix
penalties. Temporary local policies—of which drives to
reduce traffic offenses are a good example—may lead to
variations in the amount of the fine which a judge will
impose for the same offense from one time to another.
All of these factors are indefinite, but all of them can
influence the amount of revenue derived from this source.

Table 8 indicates that while fines and costs may not
constitute a major portion of total municipal revenues,
they are far from insignificant. They represented less
than five per cent of total revenues in only six cities
in 1953. In 28 cities the ratio of fines and costs to
total revenues ranged from five to ten per cent, and in
six municipalities they represented more than ten per
cent of all receipts—as high as 14.3 pen cent in
Prichard and Guntersville.

In general, it can be said that fines and costs have
maintained about the same position relative to total
revenues in each of the three years included in this
study.No clear trend appears with respect to their

5. Table XXVII, Appendix

study.No
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relative significance in cities over 10,000 population,
although there is considerable fluctuation. Mobile and
Tuscaloosa reflect a steady decline in the importance of
fines and costs, but these are individual cases and can­
not be considered as indicative of an over-all trend.
In cities of five to ten thousand population, however,
there has been a definite trend for these receipts to de­
cline relative to total revenues. This trend is not too
significant since actual receipts did not decline but in-
creased during this period. It means only that fines
and costs did not increase at the same rate as other
revenues. These conclusions are verified when fines and
costs are analyzed as a per cent of local non-tax

7revenues.
It has been pointed out that receipts from fines and

costs increased from 194-9 through 1951 to 1953. Such an
increase should not be unexpected since the increased
amount of automobile travel during this period would tend
to produce more traffic violations which are the most im­
portant source of fines. Whether or not increased auto­
mobile travel accounts for all the increase in the amount

6. Table XXVIII, Appendix.
7. Table XXIX, Appendix.
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of fines and costs is questionable and cannot be de­
termined on the basis of present data. City officials
were firm in stating that the actual Increase in revenue
from fines was not due to any deliberate effort to obtain
more money, although in some cases they admitted to more
stringent enforcement of local traffic ordinances. The
fact remains that they do include revenues from fines
and costs in their budgets and in rate instances antici­
pate increases. It is difficult to draw a line between
fines as a proper means of law enforcement and fines as
a source of revenue. While there are no legal re­
strictions on the use of revenue from fines, they are
not normally considered as a major source of income for
municipalities. To the extent that fines have been de­
veloped for revenue rather than police purposes, the
power to impose them has been subverted from its original
intent.

There is little basis for anticipating future in­
creases in the amount of revenue derived from fines and
costs unless municipal officials make a deliberate ef­
fort to increase receipts from this source through more
stringent enforcement of municipal ordinances and the
levying of higher fines for individual offenses. It is
not impossible that such an effort will be made in



148

individual cities, but it seems unlikely that the policy
would be adopted by many cities. Some increase in re­
ceipts from this source will, of course, be inevitable
as the population of these cities continues to grow.
Other revenues will also Increase, however, and the
relative significance of fines and costs will probably
remain fairly stable.

3. Parking Meters
One fact must be constantly kept in mind in analyz­

ing revenues from parking meters. As pointed out in
Chapter II, they cannot be legally installed as a revenue
device. The courts have made it explicitly clear that
while they can be used to control the use of city streets
as a valid exercise of the police power, the revenues
which result are incidental to their basic purpose and
must be used to pay the cost of enforcing parking regu­
lations . Moreover the amount of income which results
from meters may not exceed the cost of such enforcement.
In practice, the income from meters is paid into the
general funds of the city and the legal fiction is main­
tained by the fact that total expenditure for traffic
police is more than the income derived from the meters.
Even if separate funds were maintained for parking meter 
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income, the net result would be the same since this
revenue would release other revenues, formerly used to pay
the cost of traffic enforcement, for general purposes.

In 1953, 31 of the cities included in this survey re­
ceived some revenue from parking meters. This number com-

Q
pares with eighteen cities in 194-9 and 24 in 1951. Not
until 1948 did the Alabama courts uphold the installation

9of parking meters as a legal method of traffic regulation.
The speed with which they have been adopted since that
time is significant. It clearly illustrates the fact that
Alabama municipalities are quick to exploit any new source
of revenue which is authorized. It is true, of course,
that parking meters can probably be justified as a
traffic control measure in every city which has installed
them. However, city officials are well aware that park­
ing meters provide a significant addition as a source of
municipal revenues, a few officials admitting this aware­
ness was a major factor in their decision to install
meters.

Table 7 lists per capita receipts from parking
meters in 1953. Athens reported the largest sum, $3.45,
while Prichard reported the low of nine cents. Anniston

8. Table XXX, Appendix.
9. Decatur v. Robinson, 36 So. 2d 673.
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reported the median figure, $1.66. It must be noted that

both Prichard and Enterprise, with per capita receipts of
nine and twelve cents respectively, did not derive income
from their meters for the full year ending September 30,
1953. In both cases the figure represents approximately
one month’s collections. If they are omitted from con­
sideration, Greenville becomes the low city with 57 cents
and the median is raised to $1.68 in Dothan. Using the
latter figures, the distribution of cities within this
range was as follows:

Per Capita Collections No. of Cities
$ .57-1.29 7
.1.30-2.01 14
2.02-2.73 5
2.74-3.45 3

While there is wide variation in the per capita receipts
from parking meter collections, receipts definitely tend
to concentrate in the lower half of the range.

In Alabama municipalities the fees for parking
meters appear to be standardized at five cents for one
hour and one cent for each twelve minutes thereof. There
are no legal requirements governing this hourly charge,
but no other schedules were reported such as two hours of
parking for five cents on side streets. In view of this
standard schedule, variations in per capita receipts
among the cities must be directly due to the number of
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meters installed and the amount of use. There is, in­
terestingly, no close relationship between population and
per capita receipts from parking meters. Variations in
the amount of revenue derived from meters in a particular
city during different periods of time are primarily due
to variations in their use. There are rare exceptions to
this where a city installs new meters or removes old ones
to the extent a noticeable variation in total receipts
will follow.

Normally a municipality will install meters on a
trial basis but extend them to maximum coverage immedi­
ately they have proven satisfactory. After this initial
increase, new meters are added only at infrequent
intervals. Where the meters are clearly not paying for
themselves they may be removed, though this, too, is
rarely done. To some extent the enforcement of meter
regulations to prevent overtime parking will also affect
collections from meters, but overtime parking is easily
checked and city officials are almost unanimous in their
opinion that such violations are a negligible factor.

In general, it can be said that receipts from park­
ing meters are relatively stable once the initial period
of use is over. Several city officials reported that 
parking meter revenue Increases to a peak and then level
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off at a point slightly below that peak. There is some
evidence that they do follow this pattern. However, it
is impossible to make a final evaluation of this trend
in view of the fact so many of the cities have had their
meters installed for only two or three years. Most
cities report continued small increases in collections
from this source, and it is possible that this trend will
continue in the near future. In the very few instances
where a decrease has appeared, it has been small and may
be only temporary.

The importance of parking meter receipts relative to
other non-tax revenues varies widely but they are gener­
ally a substantial item of revenue among this group.
It also appears that in many cases they have declined
relative to other items of revenue in the same class.
In general, this can be attributed to the fact that they
have remained fairly stable while receipts from other
sources have increased, although their relative decline
is accountable in a few cities by the addition of new
sources of non-tax revenue.

When parking meter receipts are expressed as a per­
centage of total revenues, it appears that they are not
too significant in the over-all pattern of municipal

10. Table XXX, Appendix.
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revenues.11 In 1953 they represented more than ten per

cent of total revenues in only one city, Athens, which
reported that 11.9 per cent of its income came from park­
ing meters. In nine other cities they ranged from 5.2 to
8.5 per cent, and in the remaining 21 cities, parking

meters accounted for less than five per cent of total
revenues. The same tendency for parking meter receipts
to decline in relative importance is reflected when they
are compared to total revenues as when they were compared
with non-tax revenues. Again, it is relative in nature
and of minor importance. Because of their stability, re­
ceipts from this source may be expected to continue their
relative decline as total revenues increase.

It should be noted that cities of above 10,000 popu­
lation were generally much quicker to take advantage of
their authority to install parking meters than smaller
municipalities. Municipal officials attribute this to
two factors: the parking problem in small cities is not
as acute as in larger ones, and opposition to meters was
able to manifest itself more easily in a small community.
The installation of parking meters in recent years ac­
counts for the increase in the importance of non-tax
revenues in cities of five to ten thousand population dur­
ing the years included in this survey.

11. Table XXXI, Appendix
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In view of the speed with which parking meters were
adopted by most cities over 5,000 population, and six
years is a short time in this respect, and the fact that
no additional municipalities installed them in 1954, it
does not seem likely that any city will do so in the near
future. This is particularly true of Homewood, Fairfield,
Mountain Brook and Tarrant City which are basically
residential cities. In their cases the parking problem
has not yet achieved major proportions and the instal­
lation of meters would not be extensive enough to produce
very large amounts of revenue.

On the basis of this analysis, one conclusion seems
inevitable. While parking meters are a relatively new
source of revenue and constitute a fairly substantial
addition to municipal revenues, it is probable that they
are now close to the peak of their significance in the
over-all revenue pattern. Some additional meters may be
installed in cities already using them, but this
potentiality has been largely exhausted. Since they are
a stable item of revenue, their significance will decline
as new revenues are added and other sources increase. It
is true that the cities which have not yet adopted them
may do so, but the effects of this would be largely con­
fined to the specific case concerned
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4. Permits and Inspection Fees

Table 7 shows that 33 of* the cities included in this
survey derived some revenue from various types of in­
spection fees and permits in 1953. As in the case of
parking meters, the term "revenue" must be used advisedly
when applied to fees of this type. The cities are
authorized to levy them only as a control measure to en­
force ordinances enacted in exercise of the police power
and to offset the cost of enforcing such ordinances.
They are not empowered to develop these fees as a revenue
device. It is the regulatory aspects of these fees and
permits which distinguish them from service charges to
be discussed later.

In view of their legal basis, it is not surprising
that permits and inspection fees bring in only a small
amount of revenue. In 1953 Alexander City derived a
total of only $17.50 from building permits—the only
type of fee which they collected—and this amount was
too small for statistical analysis. In the remaining 32
cities, Huntsville reported highest per capita receipts
in that year, $1.25. Tuscaloosa with 29 cents was
closest to the median of thirty cents, and Guntersville
was the lowest city with six cents. This range is some­
what misleading since only three cities reported per
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capita collections in excess of 75 cents while 22 cities
reported per capita receipts of less than 50 cents.

Variations in per capita receipts and the total
amount collected by each city are due to differences in
the number of such fees which are levied, variations in
the schedule of fees where more than one city levies the
same type of fee, differences in the base of the fees,
and variations in the enforcement of them.

The number and types of fees which these 33 cities
collect vary widely from one city to another, and it is

12impossible to summarize them. However, at least two
general observations can be made. First, it can be said
that building permits and related permits or inspection
fees for plumbing and electrical installations are col­
lected by a majority of the municipalities which reported
income from this source. This appears to be the only
area in which there is any uniformity with respect to
these fees. The second observation is that the smaller
cities tend to levy fewer fees than do the larger ones.
This is not surprising since there is less need in small
cities for many of the regulations enforced in larger
cities.

No major effort was made to collect data as to the
amount of each of the fees collected by the cities.

12. Table XXXII, Appendix.
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However, on the basis of information which was collected
some general observations can be made with respect to many
of them. Building permits are normally collected as a
flat fee or determined by a percentage of the cost of the
proposed construction or alterations. Electrical and
plumbing permits are sometimes levied as a flat fee, but
they are more often determined from a schedule based on
the number and type of fixtures. Gas permits are gener­
ally collected in the form of fixed fees and while other
variations may be used, none was observed. Meat and milk
inspection fees are levied either as a flat fee or in
proportion to the extent of the inspection service re­
quired. In all cases, where the inspection fee or permit
is scaled, the underlying philosophy is that the charge
should bear some relation to the amount of supervision
and effort expended by the city to enforce its regu­
lations. Few cities, however, receive sufficient revenue
from this source to offset completely the cost of the
necessary regulation. Most city officials consider that
almost any amount, no matter how small, is a net gain to
their cities since the various police regulations which
provide the basis for these fees must be enforced in any
case. A few argue, on the other hand, that because the 
regulation is essential, no fee should be collected except 
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as a control measure and they should not be related to the
cost of enforcing certain controls.

City officials report little evasion of building
permits and inspection fees and meat and milk inspection
fees since it would be difficult to conceal if carried on
to any extent. Some evasion of plumbing and electrical
permits and inspections may exist but it is believed to be
at a minimum since contractors engaged in such work are
generally cooperative. Generally, these fees and permits
are so small most people will pay them rather than risk
the difficulties ensuing from chance discovery. In any
event, such evasion as does exist has a negligible effect
on the revenues of any city due to the small amounts in­
volved.

It is obvious that income from inspection fees and
permits is a minor item in the pattern of municipal
revenues. In 1953 they represented less than one per cent
of total revenues in seventeen of the 33 cities which re­
ported income from this source. In eleven other cities
they ranged from one per cent to two per cent, and in the
remaining five cities they ranged from two per cent to the
maximum of 3.4 per cent.^ it is also apparent that these

13. Table XXXIII, Appendix.
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fees vary considerably in significance from one city to
another and from year to year in the same city. This
variation is reflected whether they are compared to total
revenues or other local non-tax revenues."^

Because of this instability of receipts from permits
and inspection fees, it is difficult to evaluate future
trends in this area. Few changes have occurred since
1949 in the number of fees collected or the rates levied.
Talladega abandoned electrical inspection fees in 1952
as too small to be worthwhile. Eufala dropped its meat
inspection fee in 1953 because it was being passed on to
consumers. Sheffield added an electrical inspection fee,
effective early in 1953; and Fairfield revised its rate
schedule for building permits and plumbing and electrical
inspection fees to bring in an additional $7,000 in 1953
as compared to 1951. Cullman doubled its receipts from
this source during the same period, but the writer was
not able to determine how this was achieved.

While other changes occurred, they involved no major
policy decisions and are even less significant than the
above revisions. Some municipal officials expressed in­
terest in the possibility of increasing their fees to

14. Ibid., also Table XXXIV, Appendix.
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provide sufficient revenue to offset the cost of regu­
lation, but none indicated this change was likely to occur
in the near future. However, Alabama cities are becoming
increasingly hard pressed for revenues and since this is
one area in which a small increase can be achieved, it is
probable that more serious thought will be given to it as
the situation becomes critical. This is particularly true
in municipalities of less than 10,000 population which, at
present, do not collect as many types of fees as do the
larger cities. While they could bring in some extra
revenue through new charges, the larger municipalities
will have to rely primarily on increasing present fees.

5. Service Charges

Thirty-seven Alabama cities of the 39 included in
this survey derive some revenue from charges for municipal
services. Usually, these are services which the payee
could not normally do without, could not readily supply
himself, and for which he would have to pay private indi­
viduals if the city did not furnish them. There is, of
course, substantial variation in the number and type of
charges made by the cities, and this variation has no

15apparent relationship to population size. As in the

15. Table XXXV, Appendix.
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case of inspection fees and permits, this variation makes
it necessary to consider these charges as a group.

As shown in Table 7> per capita collections from
service charges varied from a low of four cents in Home­
wood to a high of $3.63 in Cullman. The median per capita
collection was 68 cents in Sylacauga. Within this range,
distribution was as follows:

Per Capita Collections No. of Cities
$ .04- .94 23
. .95-1.84 8
1.85-2.74 4
2.75-3.63 2

It is apparent from this breakdown that service charges
are not a large item of municipal revenue.

An analysis of collections from service charges as a
percentage of total revenues confirms the above conclusion
that they are not a large source of municipal income.
When figures are compiled for all three years included in
this survey, it further appears that they are not a stable
source of revenue. This lack of stability is emphasized
when they are expressed as a percentage of local non-tax
revenues.Such a comparison is not as accurate, however,

16. Table XXXVI, Appendix.
17. Table XXXVII, Appendix.
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as the comparison with total revenues, since part of the
instability reflected in a comparison with non-tax
revenues stems from the fact that the latter, themselves,
are not too stable.

In evaluating the stability of service charges as a
source of revenue, it is necessary to give some consid­
eration to any changes which have been made in the
structure of such charges since 19^-9 • No city reported
any major change in the rate of their respective charges,
but there were some changes in the number and type of
fees. Auburn reported no income from cemeteries, paving
cuts, and rental of equipment in 1953. Charges for street
repairs collected by Fairfield in 19^9 and 1951 were based
on an agreement with the Birmingham Transit Company and
ended when all car tracks had been removed and repairs
completed in 1952. Similar charges were levied by Home­
wood in 1951 but do not appear in other years. Albertville
first reported charges for its cemetery in 1951. In 1952
Alexander City organized a Recreation Board which assumed
all receipts from recreation facilities. Roanoke derived
no revenue from sewer service charges or its cemetery
prior to 19^9> reported charges for police patrols only
in 1951, and collected no money for the use of equipment
and administrative services to the Water and Gas Board in
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19^9 and 1951. Tarrant City abolished its health clinic
fees in 1953. In all cities, receipts from swimming
pools were sharply reduced in 1953 as the result of the
polio scare. For example, Montgomery closed its pool
early in the summer and received almost no revenue from
it. These are exceptions, however, and apart from them
there have been no major changes in the structure of
service charges collected by the various cities. In
view of this, and in view of the fluctuations which ap­
pear when receipts are analyzed as a per cent of total
revenue it can only be concluded that they are not a
stable source of income.

It would seem that this instability is due to a
factor which also affects the importance of these
revenues between cities, i.e. variations in the base of
the charges. The base of a particular charge may vary
widely from year to year. Income from equipment rental,
for example, is primarily derived from the rental of
equipment to subdividers for use in street construction
and placement of utility lines and is not a continuing
item. Recreational facilities illustrate variations in
the base of a particular charge between cities. Some
cities derive fees only from their own residents while
others attract people residing outside their limits from 
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areas sometimes extending a considerable distance into
rural districts. Such municipalities obtain proportion­
ately greater income from their recreational facilities
as a result of this broader base.

It has been pointed out that there is substantial
variation in per capita receipts from service charges
among the cities included in this survey. While this is
confirmed when they are expressed as a percentage of total
revenues, there appears to be at least a tendency for them
to be more Important in cities of five to ten thousand
population than in larger cities.^ In only five out of

eighteen municipalities with over 10,000 population were
total collections from service charges more than three
per cent of total revenues. This compares with nine out
of nineteen cities of less than 10,000 population. The
tendency is not sufficiently pronounced to warrant a
definite conclusion. Since per capita receipts from
service charges did not vary according to population this
may be a relative matter due to the fact that total per
capita revenues were somewhat smaller in cities below
10,000 population. This explanation is given weight by
the fact that the number and type of charges collected
also do not vary with population. It is possible, of

18. Table XXXVI, Appendix.
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course, that the tendency may be the result of purely
random variations stemming from individual local cir­
cumstances, but it cannot be overlooked.

What the future role of service charges will be can­
not be fully evaluated on the basis of their present im­
portance. They are particularly adaptable to sewer service
and garbage collection and in both cases are fairly pro­
ductive sources of revenue. In 1953 six cities collected
a sewer charge and five levied garbage collection fees.1^

No city collected both. The six cities reporting garbage
collection fees in 1953 also levied them in 1949. Roanoke,
Eufala and Opp reported income from a sewer service charge
in 1949, but Lanett and Huntsville did not enact theirs
until later years, the latter first collecting them for
a full year in 1953.

In view of the fact that charges for garbage and sewer
service are not common and few cities have adopted them
since 1949, it may seem that future development of these
sources of revenue will be limited. However, nearly all
city officials stated that one or both types of fees have
recently been discussed by the governing body of their
cities and some municipalities have recently taken action
to adopt them. Tuscaloosa adopted a garbage collection

19. Tables XXXVIII and XXXIX, Appendix.
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charge in January, 1955. Auburn has not formally enacted
one but consideration has progressed to the point of seek­
ing information as to how a garbage fee can be best
administered, and informed sources state that this study
will be shortly followed by an ordinance levying such a
charge. The recent report issued by the Mobile Citizen’s
Advisory Committee recommended a garbage collection fee
as a means of easing the critical shortage of revenue in

20that city. Much interest was also shown in both types
of charges by municipal officials who participated in
panel discussions during the 1954 Convention of the Ala­
bama League of Municipalities.

While other types of service charges have been con­
sidered, certain factors make these two more desirable.
Both are easily justified on the benefit principle which
tends to make them more acceptable to the public. They
present no major administrative problems. Municipalities
now using them report no prolonged opposition following
their adoption. Furthermore, they are the only types of
service charges which bring in significant amounts of
money with increases to be expected in proportion to the
growth of a city.

20. Citizens Advisory Committee, Report with Find­
ings and Recommendations on the Financial Status of 'the
City of Mobile (Mobile: December 31, 1951)7 p. 77.
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There are, of course, minor disadvantages. It is
difficult to find an acceptable base for sewer fees that
will be related to the benefits received from the system.
The principle that there is a direct relationship be­
tween domestic water consumption and use of the sewer
system is becoming more widely accepted as other bases for
the fee--fixed amounts, for example—result in gross in­
equities. Enforcement is sometimes a problem with both
charges. Sewer fees can, however, be enforced by cutting
off water service when payments become delinquent, but
this is a drastic step which many cities are unwilling to
take. It is difficult to enforce garbage collection fees
unless delinquents fail to dispose of their waste after
service is cut off and thereby make it possible to prose­
cute them for maintaining a health menace. Too, some
officials argue that both services are essential to the
health and welfare of the entire community and that any
special benefits accruing to individuals are incidental
to this and do not provide a proper basis for a charge.

These objections do not constitute major barriers,
however, and it is most probable that more cities will
adopt charges for certain services as they become more
and more pressed for revenue. Service charges can be an 
important addition to existing revenues, particularly in 
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those cases where the schedules are designed to bring in
sufficient revenue to offset most, if not all, of the
cost of the service as was done with the garbage collection
in Montgomery.

6. Income from Property

Table 7 lists 32 cities which derived some income from
property in 1953. Per capita receipts ranged from a high
of $4.00 in Tuscumbia downward to a low of one cent in
Homewood. The median fell between Tuskegee with 32 cents
and Tarrant City with 31 cents. Only four cities reported
per capita receipts of more than $1.00, and only nine re­
ported collections of more than 50 cents. In view of
these facts, income from property definitely assumes a
minor place in the pattern of municipal revenues.

This conclusion is not unexpected, however, since
income from property has never been a heavy contributor
to city treasuries. In most cities limited revenues are
derived from rentals of various properties which the city
has acquired. City officials report that in most cases
such property was originally constructed or purchased for
use by the city and is no longer needed or has been re­
placed as inadequate. Revenues from rentals help offset
maintenance costs pending its final disposition. In
other cases the income is Incidental to the major function 



169

of the property concerned and is derived from the fact
that—while developed and maintained for the general
welfare of the municipality—it is of special benefit to
the individuals or groups which pay for its use. The
most common example of this is airport facilities, a
source of income to seven cities in 1953—Birmingham,
Mobile, Montgomery, Anniston, Dothan, Selma and Alexander
City. In all seven, most of the income was derived from
commercial airlines and private plane owners, with minor
amounts coming from concessionaires operating on the
property. The city wharves and public markets in Mobile
and railroad sidings in Brewton are similar examples of
revenue producing properties. Four municipalities re­
ceived income in 1953 from charges for the use of audi­
toriums and stadiums by private groups. These were Birm­
ingham, Montgomery, Selma and Tarrant City. Cullman and
Athens reported income from city equities in their
electric systems which are under the control of separate
boards. Four cities, Birmingham, Dothan, Opelika and
Selma, reported some income from profits on the sale of
property but in none of them was the property originally
acquired with this in mind. Tuscaloosa presents one of
the few examples of deliberate intent to derive a con­
tinuous income from property through the rental of space
in the building housing the city hall which was construct­
ed as part of its city hall.



170

While It is not always possible to pinpoint the
factors which result in variations in revenue from this
source among the cities or in the same city from year to
year, several observations can be made. Revenues from
property are particularly high in Tuscumbia and Enterprise
because these municipalities receive "profits" from the
operation of housing projects. These projects are designed
to provide low-rental housing and the so-called profit
which the cities receive is but a portion of the total re­
ceipts and represents a margin of safety to forestall any
loss to the city from the housing project. With respect
to Birmingham, a very high figure is shown because of in­
come from its airport, approximately $650,000 in 1953*
Athens derives an unusually large income from its equity
in the municipal electric system. Gadsden obtained a
relatively large sum as the result of payments from the
federal government for property which the city took over
following World War II and recently turned back to the
federal government.

If the above facts explain the unusually large re­
ceipts from property in special cases, they do not account
for the more normal fluctuations in this revenue among
other municipalities. Among all cities there is a general
tendency for the larger ones to derive income from more
types of property, but there is no clear indication that
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this affects per capita receipts. The only positive con­
clusion which can be made is that lack of any common base
for income from property makes it necessary to consider
the factors in each city apart from others.

When income from property is computed as a per­
centage of total revenues and of non-tax revenues, the
resulting tables reflect a pattern of considerable
fluctuation in the importance of this source during the

21years included in this analysis. Closer examination
shows a tendency for this source of income to decline in
significance in both tables. The fluctuation is to be
expected since the base of this Income does not remain
constant. With the exception of airports and property
of a similar nature, cities do not generally maintain
their incidental property holdings over a long period of
time. This, of course, means variations in actual re­
ceipts from year to year. It should be noted, however,
that actual receipts from property generally have not
declined. The fact is that there were increases in more
cities than otherwise although the increases were at a
rate below those of other non-tax revenues and total
revenues. This increase may actually indicate a tendency

21. Tables XL and XLI, Appendix.
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for income from property to be cumulative, but this
observation is purely speculative. Its validity is doubt­
ful since city officials have made no deliberate effort to
develop property holdings as a source of revenue.

The lack of any common base makes it impossible to
formulate estimates of future developments in this item
of revenue. The fact that it is traditionally an inci­
dental source of income supports an assumption that it
will not increase in importance.

7. Income from Utilities

Sixteen of the 39 cities included in this survey de­
rived revenue from municipal utility systems in 1953 as
shown in Table 7. Total per capita receipts from this
source in that year varied from the high of $37.84 in
Dothan to a low of $1.04 in Sheffield. The median fell
between Guntersville, $4.81, and Huntsville, $4.75.
Within this range, however, distribution was very uneven
as shown below:

Per Capita Receipts No. of Cities
$ 1.04-$10.24
■ 10.25- 19.44 1

2
3

19.45- 28.64
28.65- 37.84

The wide variation in revenue from utilities is due 
to a number of factors. Among these are difference in 
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the number and type of systems from which the cities ob­
tained revenue. Another contributing factor is variation
in rates for the same utility service in different cities.
An important, but intangible factor, is the pattern of
current operations of each utility system. For example,
a water system in one city may finance few capital im­
provements from current revenues while another may use a
substantial portion of its profits for such projects,
thereby reducing the amount of money available to the
city. Maintenance costs may be low in one case and high
in another. Operational efficiency is another factor af­
fecting the amount of money turned over to the city for
other purposes. Finally, the manner in which the payment
to the city is made also can be a factor.

Table 10 shows per capita receipts for each city from
each type of utility and the number of utilities from
which each municipality derives revenue. It will be noted
that there is a marked difference between per capita re­
ceipts in municipalities deriving revenue from one utility
system and those with two or more. This difference is due
to the fact that, with the exceptions of Atmore and Opp,
all the cities drawing from only one system received their
income from a waterworks system, generally the least
productive of the three major utility systems. Alexander
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City is a notable exception to this in that its water­
works system is unusually productive. Electric systems

3

are by far the most productive utility revenue-wise and
gas systems a low second. Alexander City and Dothan,
drawing from two systems each, reported combined per
capita receipts greater than Sylacauga and Lanett with
three systems and Troy with four. Troy is the only city
which listed its sewer system as a utility due to the
fact that it is under the control of the Waterworks and
Sewer Board and sewer charges are included in computing
profits of the combined system.

Table 10 also points out another significant fact
regarding income from utilities. Eleven of the sixteen
cities which reported income from utilities in 1953 are
in the 5-10,000 population class. This is due to the
fact that there is a greater tendency in larger cities
to place utility systems under the control of separate
boards or commissions to amke them self-sustaining,
thereby freeing the city from the obligation of financing
vast capital improvement programs. Smaller cities have
not yet encountered this problem and carry out capital
improvements on a piecemeal basis for the most part.

Some consideration must be given to the form of the
payment from utility systems to the city since it can in­
fluence per capita receipts. Basically, there are two
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methods. The first is for the city to operate the system
as a regular governmental department in which case all net
profits may be used as directed by the governing body.
The second is for the utility operation to be kept separ­
ate from the operation of other city departments in which
case transfers or appropriations are made to the city.
This may be done within the normal structure of the
government merely by administrative separation, but most
commonly it entails the creation of a separate board or
commission, removing the system completely from the
control of the regular governing body of the city. The
following breakdown lists the cities receiving money from
electric systems according to the manner in which payments
are made and shows 1953 per capita receipts in each:

City Assumes Net Profits
Dothan - $30.27
Sylacauga - $24.70
Lanett - $13.78
Alexander City - $21.31

City Receives Transfers or Appropriations
Opelika - $8.95Tuskegee- $15.86
Opp - $4.17

A similar pattern appears in the following analysis of
payments from waterworks systems:
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City Assumes Net Profits
Dothan - $7.57
Huntsville - $4.75
Sylacauga - $4.72
Lanett - $4.37
Greenville - $4.81
Tuskegee - $1.76
Alexander City - $15.07

City Receives Transfer or Appropriation
Gadsden - $2.15
Sheffield - $1.04
Cullman - $1.73
Athens - $1.59
Guntersville - $1.71

The number of cities having gas systems is too small for
comparison, but, on the basis of the above data, it is
clear that the cities receiving the net profits of a
system show substantially larger per capita receipts. It
must be noted, however, that the same cities must carry
the debt incurred in utility expansion as part of their
general obligations while those receiving appropriations
and transfers have no such obligation. In this case
there may be a legal claim but in practice the utility
systems carry their own debt. It should also be noted
that only in three cities, Gadsden, Sheffield and Cullman,
have the water systems been assigned to separate boards,
and in all the above municipalities electric systems
function as departments of the city government. This would
seem to indicate that it is not too common for these separ­
ate boards to make payments to their cities.
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The rates charged by the various utilities do not
seem to be the primary factor in determining per capita
receipts from a utility system. The following breakdown
shows the rates charged by selected cities for water
service per capita collections in each:

City Rate per 8,000
gallons Water

Per Capita
Receipts, 1953

Dothan $3.15 $7.57
Huntsville 4.80 4.75
Sheffield 3.36 1.04
Athens 3.60 1.59Alexander City 3.00 15.07

While the above data do not represent all the cities re­
ceiving revenue from water systems, they do support the
conclusion that rates are not a primary factor in de­
termining how much a city receives. Rates for the several
electric systems were obtained from only three cities, but
they tend to support the same conclusion. Dothan and
Alexander City both charge $7.55 per 250 kilowatt hours
and received $30.27 and $21.31 respectively. Opp charges
$6.08 for the same unit but receives only $4.17 per capita.
In all three, rates are somewhat higher than in cities
which do not receive a share in the profits of electric
systems, but not excessively so when it is pointed out
that North Alabama cities which make up a majority of those
with municipal electric systems can charge lower rates as
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ppmembers of the TVA electric power system. Since in­
formation was not obtained from all cities, this analysis
cannot be considered conclusive, but it does not seem
likely that additional data would greatly alter the re­
sults .

It is difficult to evaluate the stability of re­
ceipts from utility systems. The net profit or amount
transferred will vary from year to year and these vari­
ations are magnified where the city receives money from
more than one system. A further handicap lies in the
records of some cities which do not separate in detail
the operations of each utility.

It is possible, however, to trace changes in the
basic pattern of this source of revenue. Atmore reported
no revenue from its gas system in 1949 and 1951 > and
Sylacauga received only a small amount from its gas
system in 1951 > the first year payments were made. Cull­
man reported no revenue from its waterworks in 1949 on
1951. Eufala and Roanoke transferred their waterworks to
separate boards in 1949 and have derived no income from

22. R. T. Daland, Some Aspects of Municipal Public
Utility Administration in Alabama (Montgomery; Alabama
League of Municipalities, 1954)•
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them since. Anniston received $50,000 from its Water
Board in 1951 but nothing in other years. Allowing for
these factors, it can be said that there are substantial
variations in combined receipts from utilities with per­
haps a slight tendency to increase but no definite
trend. Officials report that income from electric
systems has consistently increased since 1949 while water
system revenues fluctuate considerably from year to year.
In the few municipalities which have gas systems, they
anticipate that income from this source will also in­
crease until the system reaches maximum development and
efficiency.

In 1953> income from this source constituted more
than 20 per cent of the total revenues of eight cities,

23
and in five it represented more than 50 per cent. In
terms of non-tax revenues, income from utilities consti­
tuted more than 50 per cent of the total in nine cities
and more than 75 per cent in six, with a high of 85.7 per

24cent in Alexander City. In these cities, income from
utilities is obviously an important item of revenue.
Moreover, it is increasing in significance. It repre­
sented a larger percentage of non-tax revenues in 1953

23. Table XLII, Appendix.
24. Table XLIII, Appendix.
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than in 1949 in seven cities although this increase was
consistent—i.e. the percentage Increased from 1949 to
1951 and again from 1951 to 1953—in only three of them.
In one, the per cent was the same as in 1949 but slightly
lower than in 1951. There was a consistent decrease in
only two municipalities. In terms of total revenue,
utility payments increased in importance from 1949 to 1953
in nine cities, a consistent increase in three of them.
Only one city shows a decline during this same period.
Data were available from only ten cities for all three
years. These figures support the conclusion that re­
ceipts from utilities are tending to increase and at a
rate greater than other revenues in many cases.

In the final analysis, then, utilities are an im­
portant source of revenue in numerous cities, and they
are particularly significant in Dothan, Alexander City,
Sylacauga, Troy, Tuskegee and Lanett. Twenty-three of
the 39 cities, however, derive no revenue from them.
Where this income is obtained through rate increases, it
is in effect a form of hidden taxation. While there is
some indication that this is the case with regard to
electric systems, it does not seem to be the case with
water systems. This reliance on utility revenues could,
of course, easily be justified if the same cities did not 
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utilize other sources of revenue to the same extent as
other cities, but it appears that they have developed all
the sources commonly used by other cities with only minor
variations. There is some evidence, however, that these
cities which rely most heavily on utilities have total
per capita receipts from all sources which are slightly
higher than average. Theoretically this additional
revenue is being used to supply more and better services
than in those municipalities which derive little or no
income from utility operations. Whether or not this is
actually the case is not pertinent to this survey. It
must also be noted that presumably this policy could not
have been maintained over a period of years, without the
approval of the electorate.

Future developments in this area will undoubtedly
vary with the type of utility and particular cities.
Most cities need major repair and expansion of their
water systems and this will probably forestall any in­
crease in the number of cities obtaining revenue from
this source, or in the amounts being paid to cities al­
ready in this group. It is, in fact, more probable that
some of the cities presently benefitting from the profits
of their water system will cease to draw upon them as the
need for capital improvement of the systems becomes more



183

acute. Another factor to be considered is the not uncom­
mon attitude that a city is obligated to provide an ade­
quate water system as cheaply as possible. This viewpoint
will be particularly important as an argument against as­
signing part of the profits from water systems to a city
for general purposes where this is not already being done.
For these reasons, it does not seem likely there will be
any increase in revenue from municipal waterworks systems.

No major change appears imminent in revenue from
electric systems. It seems unlikely that additional
cities will set up municipal electric systems—either by
purchasing privately owned systems or construction of a
municipal system—in view of the cost involved in such a
step. Municipalities operating municipal systems in
conjunction with TVA may attempt to obtain approval for
transfers of surplus funds to city governments as
surpluses accumulate in the near future. On the other
hand., the TVA may insist that rates be lowered before
substantial surpluses accumulate. In those cities re­
ceiving payments from municipal electric systems not a
part of TVA, the situation will probably continue as at
present.

In contrast to water and electric systems, further
development of natural gas systems seems likely. In 
fact, many of the cities included in this survey have 
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such projects underway or in the planning stage. In most
of these, some provision for the city to share in the
profit of the system seems likely. The experience of
cities which have done so shows that gas systems can
produce receipts large enough to permit this practice,
amortize obligations, and still supply gas cheaply.
Moreover, the opportunity to develop this policy comes
at a time when the cities are pressed for additional
revenue. Atmore, Sylacauga and Lanett have drawn from
the profits of their gas systems since 1951* Huntsville
started receiving payments in 1954 and Albertville will
begin to do so in 1955. Officials in these cities con­
tend the plan will not have unfavorable effects on the
financial structure or development of the system. On
the contrary, they anticipate a substantial increase in
payments to their cities as the systems expand.

It has already been pointed out that in the case of
water and electric systems, profits increase as the growth
of the city brings increased consumption. In recent
years, the increase has been at a greater rate than the
increase of total revenues, and so long as this increase
continues this source of revenue will become slightly more
significant.
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8. Miscellaneous Revenues

All cities derive small amounts of revenue from
incidental and non-recurring sources which can only be
classified under miscellaneous. Their very nature pre­
cludes any significant uniformity among the various
cities and they are not easily analyzed. Table 7 shows
1953 per capita receipts from items of revenue falling
in this group and demonstrates clearly that they are not
a major source of municipal income although they gener­
ally outrank income from property. Lanett reported the
highest per capita receipts, $4.30, while Guntersville
was low with one cent. Athens was the median city with
22 cents. Distribution was concentrated in the lower 
quarter of this range as shown below:

Per Capita Receipts No. of Cities
$ .01-$1.08 33
. 1.09- 2.16 6
2.17- 3.24 0
3.25- 4.30 1

This breakdown can be further refined by pointing out
that only six of the 33 cities in the first quarter of
this range reported per capita receipts over 50 cents.

In all cases, cities with per capita receipts of
more than one dollar represented special cases. Cullman
and Huntsville received unusually large interest payments
from reserve funds which had accumulated. Sylacauga and
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Lanett benefitted from large donations given them by in­
dustrial firms as a goodwill gesture. Tuscumbia obtain­
ed most of its miscellaneous revenue from admissions to
the Helen Keller Home. An argument could be made for this
revenue to be included under income from property, but
the money did not come from any inherent aspects of the
property but its value as a shrine. Birmingham shows a
large per capita figure because of the number of miscel­
laneous items of revenue it reported and farly large
amounts of interest. Tarrant City was the only case which
presented no special reason for its unusually large income
from this source.

The conclusion that income from these miscellaneous
sources is not a major item of municipal revenue is con­
firmed when they are expressed as a percentage of all

25local non-tax revenues or of total revenues. While
there has been considerable fluctuation in the importance
of these items in specific cases, they have maintained
their position fairly well. There is considerable vari­
ation in their significance among the cities, but this
variation is to be expected from their very nature. In
view of this past stability, it seems likely that there

25. Tables XLIV and XLV, Appendix.
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will be no major change in their significance. Certainly,
there should be no important increase and any decrease
will be of little effect on the total revenue pattern.

9. Summary
There is clearly a wide variation in the signifi­

cance of these various sources of local non-tax revenues.
Fines and Costs are the only item of substantial and uni­
form significance, frequently outranking some of the
selected license taxes in productivity. Parking meters
hold second place in the over-all pattern. Service
charges are significant in some cities but have not been
widely developed as yet. They are potentially an im­
portant factor, however. Income from utilities is a major
source of revenue in some cities but is not sufficiently
common to have comparable significance in the general pat­
tern. Permits and Inspection fees, income from property
and miscellaneous revenues are all minor sources.

Fines and costs and parking meters have been de­
veloped to a near maximum although a few cities could
still install meters. Receipts from permits and in­
spection fees, property and miscellaneous sources are not
likely to increase since city officials consider them as
incidental sources. Income from utilities will probably 
become slightly more important in cities which already 
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receive money from this source, but this will have little
effect on the over-all pattern. The development of munici­
pal natural gas systems could constitute a substantial
addition to existing revenues if other cities provide for
payments to their general funds of their gas systems.
Service charges seem the source most likely to show a
major expansion through garbage and sewer fees levied by
municipalities seeking additional revenue.

There is little indication that the structure of non­
tax revenues in Alabama cities varies greatly from that in
other states although no over-all studies were available
for comparison. Certainly there are no unique features
in Alabama which warrant such an assumption, and all the
sources discussed here are commonly found elsewhere.



CHAPTER V

REVENUES FROM OTHER GOVERNMENTS

In addition to the locally collected tax and non­
tax revenues, Alabama municipalities derive some revenue
from other governments. Most important are the State-
collected, locally-shared taxes, but in some special
cases cities derive revenue from county-collected, city-
shared taxes. In even rarer instances, cities included
in this study also received special grants-in-aid from
the Federal and State governments, although they were of
little significance.

1. State-Collected, Locally-Shared Revenues

The State of Alabama shares with its municipalities
revenues from four sources: the gasoline tax, motor
vehicle license tax, financial institutions excise tax,
and profits earned by the Alcoholic Beverage Control
Board. The legal basis of sharing and the manner in
which the amount shared is determined and distributed
have already been discussed (see Chapter II) but a brief
review may be helpful. The State levies a tax of seven
cents per gallon on motor vehicle and aviation gasoline.
Each month, $5,210 of the tax collected from regular
gasoline is set aside in a special fund. This fund is

189
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distributed semiannually among all incorporated munici­
palities on the basis of population. The municipalities
may use this revenue only for the construction, main­
tenance and improvement of municipal highways and streets,
and in view of the small sum distributed, $62,520 a year,
it is obvious that this was not intended to be a major
source of municipal revenue. In fact, it represents only
an effort on the part of the Legislature to refund to the
cities the amount of tax which they pay on gasoline
purchased for municipal use.'1’

The tax on aviation gasoline is distributed in a
more complicated manner. Of the first $12,500 collected
in any county during one year, 25 per cent is distributed
between the county and its municipalities in proportion
to the ratio of gasoline sales at airports located within
the county and within the corporate limits of any city
therein. For a city to share in this tax, it must have
within its corporate limits an airport at which gasoline
is stored and sold according to the requirements of the
Alabama Aeronautics Department. Fifteen per cent of the
second $12,500 tax collected is distributed by the same
formula, and only five per cent of the third $12,500 or

1. Statement of Ed. E. Reid, Executive Director,
The Alabama League of Municipalities.
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or more. Municipal receipts from this source may be used
only for the construction, maintenance and improvement of
airports. Only seven cities included in this study de­
rived income from this tax in 1953 and with the exception
of Birmingham, all of them include it for accounting pur­
poses with the refund from the tax on motor vehicle
gasoline. It was not until 1951 that the State agencies
concerned differentiated between the two. Because of
this joint reporting and because of the very small sum
involved, the cities* share of the tax on aviation gaso­
line is included with the refund from the regular gasoline
tax in this analysis.

Banks, trust companies and other financial insti­
tutions operating in Alabama must pay a State excise tax
of six per cent on their net Income. After administrative
expenses have been deducted one-half of the net tax col­
lected from such institutions doing business within the
limits of an incorporated municipality is returned to
that town or city. Where a bank or similar institution
does business in more than one municipality, each re-
ceives a share of the tax in proportion to the percentage
of the total business which the institution transacted
therein. This source is shared with the cities in an
effort to refund revenue losses resulting from State 
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prohibitions on municipal privilege license taxes levied.
2on such institutions.

Net profits from the operation of the Alcoholic
Beverage Control Board, which Includes all taxes levied
on spirituous and vinous liquors, are shared with munici­
palities and are the most important source of shared
revenues. Twenty per cent of the net profits up to and
including $2,000,000 is distributed among the cities and
towns in which the ABC Board operates State liquor stores.
Each city’s share is determined by the ratio of its indi­
vidual profits to the total profits of all such stores.
If the total net profit of all ABC stores is greater than
$2,000,000 the excess up to and Including $200,000 is pro
rated among all incorporated municipalities on the basis
of population. If any further profit accrues, sixteen
and two-thirds per cent goes to all cities and towns on
the same population basis, and three and one-third per
cent is apportioned among the cities having ABC stores
according to the ratio of the population of each to the
total population of all such cities.

2. Ibid.
3. These profits do not include taxes and licenses

levied on the sale of beer or other malt beverages.
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The fourth source of revenue which the State shares
with its municipalities is the motor vehicle license tax.
Sixty-three per cent of the net tax collected on each
vehicle is paid to the town or city in which the owner of
the vehicle resides. Eighty per cent of the total amount
received by a city must be used for the construction, im­
provement and maintenance of highways and streets.

Table 11 shows 1953 per capita receipts from each of
the four shared taxes the cities Included in this survey.
It appears that these sources rank in descending order of
importance as follows: ABC profits, motor vehicle license
tax, financial institutions excise tax, and the gasoline
excise tax. As always, however, there are exceptions and
in this case they stem from variation in the amount of
ABC receipts. Eighteen cities have no State liquor
stores and benefit only from that portion of the profits
distributed to all municipalities. In fifteen of these
"dry" cities, ABC profits ranked second in order of im­
portance among state-collected, locally-shared revenues.
In the remaining three, unusually low receipts from motor
vehicle license taxes enabled ABC profits to maintain
first place. Of the cities having an ABC store, only
Athens reported larger per capita receipts from the motor
vehicle license tax than from ABC profits. Thus, in 24
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cities, ABC profits ranked first and motor vehicle license
taxes second. In fifteen cities this order was reversed.
In all cities, receipts from the financial institutions
excise tax and the gasoline tax ranked third and fourth

2irespectively.

2. ABC Profits
In 1953> per capita receipts ranged from a minimum

of 83 cents in the eighteen municipalities having no
liquor stores to a maximum of $2.39 in Huntsville. Con­
sidering only those cities which have State liquor
stores, per capita receipts ranged from a low of $1.44 in
Tuscaloosa to a high of $2.39 in Huntsville. The median
of these cities was $1.65 in Fairfield.

There is no significant variation in per capita re­
ceipts among cities over 10,000 population as is shown
in Table 11. However, average per capita receipts are
somewhat smaller in the cities below this population
class. This is due to the fact that the cities having no
liquor stores are concentrated in this group. There are
twenty cities in the 5-10,000 population class and eleven
of them have no ABC stores and received only the basic 83

4. Tuscaloosa County voted "dry" in 1954 and the
City of Tuscaloosa no longer shares in that portion of
ABC profits distributed to "wet" cities.
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cents per capita in shared revenue in 1953. Considering
only the cities with ABC stores, there is no close re­
lationship between population and per capita receipts.

Whether or not a municipality has a liquor store de­
pends on the decision of the voters within the county
under the local option laws. It appears that the "wet"
or "dry" status of a city is a fairly stable factor in
cities over 5^000 population since only Tuscaloosa re­
ported a change during the years covered by this survey.
It had a State liquor store during part of 1951 through
part of 1954 at which time a "dry" vote was cast in the
local election and the store was closed.

Receipts from the profits of the ABC Board show a
marked and continuous decline during the period covered
by this survey.From 1949 to 1951, actual receipts
from this source declined in every city and from 1951 to
1953 they decreased in all cities but four. The actual
picture is not as simple as might seem to be the case,
however, and several factors must be taken into consid­
eration. In the first place, prior to 1951 twenty-five
per cent of all profits in excess of $2,200,000 was
distributed among all municipalities on the basis of
population and five per cent was distributed among all

5. Table XLVI, Appendix.
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cities having liquor stores on the basis of the ratio of
the population of each to all such municipalities. At
the same time, each town and city was required to trans­
fer one-third of the amount which it received from these
excess ABC profits to the county in which it was located.
All cities and towns together received a total of 30 per
cent of the excess profits but transferred one-third of
this, leaving a net gain of only twenty per cent of all
ABC profits in excess of $2,200,000.

In 1951, the Legislature changed the system of
distribution, and, as was pointed out above, at the
present time sixteen and two-thirds per cent of the ex­
cess profits are distributed among all municipalities and
three and one-third per cent among liquor store cities.
This change reduced the total share of excess profits

J

going to all municipalities from 30 to 20 per cent, but
they no longer required to turn over to the counties any
portion of their receipts. Instead, ten per cent of the
excess profits is now distributed to the counties direct­
ly by the ABC Board. Although this means no net loss to
the cities, this revision reduced the total of cash pay­
ments received in 1953 as compared to 19^9 and 1951 while
the old system was still in effect. It must also be noted
that prior to the introduction of the new system in the
1951-52 fiscal year, the municipalities listed all receipts 
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from the ABC Board as revenue even though a substantial
part of it was turned over to the counties. Records of
the ABC Board and other State agencies involved in the
transaction also credited the full payment to the towns
and cities.

Another factor which must be considered tended to
offset the decline in actual cash payments to municipali­
ties from 1951 to 1953. Effective in 19^9 the ABC
Board made the first deductions from its net profits for
a stock inventory reserve fund. These deductions were
made after the distribution of net profits between the
State and the various local units was computed. A pro­
rated amount was deducted from that share of the profits
accruing to each governmental unit. While this money
was placed in the reserve fund and credited to the
respective units for future distribution when the fund
is no longer required, it served to reduce the amount of
the cash payments. However, the last such deduction was
made in February 1953. Payments to the municipalities
are made semiannually, in January or February and July
or August, and one of the payments made in the fiscal
year 1952-53 was distributed after the deductions had
ceased with the cities receiving proportionately more
money than while the deductions were being made.
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The third factor responsible for the decrease in
payments to municipalities is the actual decline in the
net profits of the ABC stores. Reports of the ABC Board
show a steady decline in profits from 1949 through 1953,
with a particularly sharp drop from 1949 through 1951 •
Actually, the cities suffered a relatively small net loss
from 1951 to 1953 as the result of the decline in ABC
profits. What appears to be a major loss was not a net
loss but was due to the change in the system of distri­
bution of the profits as pointed out above.

The effect of the steady decline in ABC payments to
municipalities is apparent when they are compared with
total payments from all state-collected, locally-shared
revenues for each of the three years included in this

7study. In part, the decline in the importance of
municipal receipts from ABC profits relative to all
state-shared revenues is due to the increase in payments
from the motor vehicle license tax, but it is primarily
due to the actual decrease in ABC payments. In any
event, it has resulted in a major change in the pattern
of these state-shared revenues.

6. Annual reports of the Alcoholic Beverage Control
Board for Fiscal Years ending December 30, 1949 and 1950
and September 30, 1951, 1952 and 1953.

7. Table XLVII, Appendix
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The effect of this decrease is equally striking when
8receipts from ABC profits are compared with total revenues.

In 19^9, no city obtained less than five per cent of its
total revenues from this source and only four derived
less than seven and one-half per cent of their total
revenues from it. In 1953, only four cities derived over
five per cent of their total revenues from this source
and none more than seven and one-half per cent. Only one
conclusion is possible. ABC shared receipts have de­
clined both in absolute amounts and in relative im­
portance until they have become a minor factor in the
pattern of municipal revenues. This is the most striking
change which has occurred in the over-all pattern of
municipal revenues during the period covered by this
survey.

If no change is made in the method of distributing
ABC profits or in the proportion of them allocated to
municipalities, it seems probable that they will continue
to decline in significance as a source of municipal
revenue. It has already been pointed out that the net
profits of the system declined from 19^-9 through 1953.
From October, 1953, through September, 195^, this decline
continued and the net profits of the ABC stores during 

8. Table XLVIII, Appendix.
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this period were 11.68 per cent less than for the year
9ending September 30, 1953. ABC officials attribute

this continuing decrease to a decline in consumption of
liquor and a tendency on the part of consumers to pur­
chase cheaper brands of whiskey. It is probable that
this decline in consumption will level off at some future
point and net profits will become stabilized. Just how
soon this may occur is not possible to predict. The
sharp decline in 1954 would seem to indicate that it will
not develop in the immediate future, however. With
respect to this possibility, it should be noted that the
additional taxes levied on liquor by the Legislature in
the Second 1955 Special Session may further limit con­
sumption, at least of the higher priced brands. In the
final analysis, of course, liquor profits will tend to
follow the general condition of the economy and will be
high during a period of prosperity and decrease as the
economy tightens up. So far as the immediate future—
the next two or three years—are concerned, it appears
likely that ABC profits will continue to decrease with
a concomitant reduction in payments to municipalities.

9. Statement to the press by R. P. McRae, State
Liquor Administrator, Birmingham News, October 15,
1954, p. 50.
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3. Motor Vehicle License Taxes

Per capita receipts from motor vehicle license
taxes are also summarized in Table 11 and it has already
been pointed out that in 29 of the 39 cities in this
survey per capita receipts from this source ranked second
in importance, while in the remaining ten cities they held
first place. In 1953 per capita receipts from this source
ranged from a high of $1.65 in Brewton downward to a low
of 45 cents in Auburn with a median of $1.05 in Florence.
Distribution within this range was as follows:

Per Capita Receipts No. of Cities
$ .45- .75 5

.75-1.05 16
1.05-1.35 9
1.35-1.65 9

The basic factor in determining the amount which a
city receives from this source is the number of motor
vehicles registered by owners residing in the city. The
steady increase in the number of motor vehicles regis­
tered in municipalities is responsible for the Increase
in receipts from this tax in the period covered by this
study.10 Total registration of motor vehicles in all

Alabama cities increased from about 300,000 in 1949 to

10. Table XLIX, Appendix
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364,250 in 1951 and 424,432 in 1953. Since a city de­

rives a share from the license tax on each vehicle regis­
tered therein, the effect of this increase is obvious.

Every city for which data was available from 1949 to
1951 reported a substantial increase in receipts from the
motor vehicle license tax. In thirteen municipalities,
however, there was a decline in receipts from 1951 to
1953. This was due to the major reduction in the auto­
mobile license tax effected in 1952. Prior to that year,
municipalities received 30 per cent of the money collect­
ed in license taxes from each vehicle registered by a
resident owner. In the 1951 session of the Legislature,
Governor Gordon Persons sponsored, successfully, a bill
to reduce the amount of the license tax on automobiles,
substituting a flat tax of $3.00 for the former schedule
of fees which was scaled according to the weight of the
automobile and ranged as high as eighteen dollars. The
schedule of licenses for trucks and other commercial
vehicles was unchanged. This would have meant a sub­
stantial loss to the towns and cities of Alabama if they
continued to receive only 30 per cent of the license tax.
Consequently, the Legislature increased the percentage
allocated to the municipalities to 63 per cent. This
meant that the cities received more money from license
taxes paid on commercial vehicles for which the schedule 
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remained unchanged. They also received a larger amount
from private automobiles formerly licensed at the
minimum fee of $5*00—under the new system they received
$1.89 as compared to $1.50. The number of automobiles

in this class was few, however, and on all others the
cities lost from 81 cents to $3.51 on each vehicle.
Proponents of the Persons’ bill argued that the cities
would receive more under the new system than under the
old, but actually they did not. Under the old system
the total amount returned to all municipalities was
$1 j572,277 in the fiscal year 1951-52. The following
year the figure was reduced to $1,523,763 and in 1953
it was $1,532,228. While the actual decrease was slight­
ly less than $50,000 for the first year this tax was in
effect, it should be noted that the municipalities also
lost a potential increase of $100,000.This decrease
was not spread out over all municipalities and some did
gain as the result of the new distribution. Twenty-six
of the cities included in this survey reported an in­
crease in receipts from this source in 1953 as compared
to 1951. This may have been due to the fact that an

11. This figure is based on the annual increases
in the total amount received by all municipalities from
1944 to 1952 as shown by figures compiled by the State
Budget Officer.
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unusually high proportion of commercial vehicles result­
ed in a net gain under the new system, but it was also
due in part to the fact that the increase in the number
of motor vehicles in these cities was large enough to
help offset any loss as a result of the change.

State officials contend that only those cities with
an abnormally low ratio of commercial vehicles showed a
net loss as the result of the change in the system of
sharing, and this argument tends to be borne out by the
fact that the sharpest declines occurred in Fairfield,
Homewood and Mountain Brook which are primarily suburban
cities with little commercial activity. It should also
be noted, however, that these wealthy suburban cities had
a higher ratio of automobiles in the higher tax brackets
and this meant the decrease was emphasized in their case.
Five other cities reported a fairly substantial decline
and while this reduction may have been due to a low ratio
of commercial vehicles, there are no obvious reasons for
this assumption. In Tuskegee, Roanoke, Eufala, Gadsden
and Anniston very slight decreases were reported which
could be due to normal variation in the ratio of com­
mercial vehicle registration. It is, of course, diffi­
cult to draw any precise conclusion regarding the effect
of this adjustment since the increase in municipal re­
ceipts as the result of the Increase in the number of 
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automobiles registered tends to conceal it.
When receipts from the motor vehicle license tax

are analyzed as a percentage of combined State-shared
12revenues, the effect of their Increase is apparent.

The decrease in receipts from ABC profits and the result­
ing decline in total state-shared revenues emphasize
this effect, but the fact remains that this source repre­
sents a much larger portion of state-collected, locally-
shared revenues in 1953 than in 1949. When municipal
receipts from this source are expressed as a per cent of
total revenues and when compared with equivalent figures
for ABC receipts, it is readily seen that this source is
now only slightly less important than receipts from ABC

13profits, particularly in the smaller cities. This
comparison discloses that receipts from the motor vehicle
license tax are more significant in the revenue pattern
of the smaller cities than- in the larger municipalities.
Since per capita receipts show no close relationship to
population it must follow that this increased significance
is relative and due to the fact that total revenues tend
to be proportionately smaller in smaller cities. The
variation is not pronounced, however, and might better

12. Table XLVII, Appendix.
13. Table L, Appendix. See Table XLVIII, Appendix,

for comparison.
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be considered a tendency rather than a conclusive trend.
In 1951 receipts from the motor vehicle license tax

accounted for a noticeably larger share of all municipal
revenues than in 1949 which means their rate of increase
was generally higher than that of total revenues. Only
six cities of the thirty-two from which data were avail­
able reported a decrease in the per cent of total
revenue derived from this source and in one it was the
same as in 1949. From 1951 to 1953* however, receipts
from the motor vehicle license tax generally declined
in importance. Only five of the 36 municipalities from
which figures were available for these years reported an
increase in the per cent of total revenues obtained from
the motor vehicle license tax and in no case was it large
enough to be significant. All five exceptions are con­
centrated in cities of less than 5*000 population and
they do not offset the general pattern. Only thirteen
cities relied on this source for as much or more of their
total revenue in 1953 as in 1949, and this makes the de­
crease even more significant. The decrease in the im­
portance of this source was due, of course, to the adjust­
ment in the rate of the motor vehicle license tax. Had
this not occurred, the relative importance of this source
would undoubtedly have increased from 1951 to 1953*
This emphasizes the fact that while few cities actually 
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received less money, all of them lost the potential in­
crease that would have resulted had the old system of
license fees continued in effect.

This decrease in significance of the revenue shared
from the motor vehicle license tax cannot be used, how­
ever, to formulate a trend in this direction. The adjust­
ment having been made, the normal increase from additional
motor vehicles can again manifest itself and receipts
should increase. However, two factors make it seem un­
likely that future increases will be as large as that
from 1949 to 1951. Most of the increase in the number
of motor vehicles is in the form of automobiles. Under
the new system of fees, a city can collect only $1.89
from each new automobile registered compared to as much
as $5.40 under the old system. The second point to be
considered is the fact that 1954 trends indicate that
the automobile market is becoming competitive which means
the market for additional cars may be becoming exhausted.
This is supported by the increasing difficulty of dealers
in disposing of second hand cars. If this analysis is
correct, and Highway Department officials agree with it,
receipts from this tax will not continue to increase at
the same rate. In the near future they will probably
level off and remain fairly stable. If total revenues
continue to increase and this occurs, receipts from the
motor vehicle license will decline in importance.
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4. Financial Institutions Excise Tax

As shown in Table 11 per capita receipts from the
excise tax on banks and other financial institutions are
not large. Troy received the highest per capita receipts
in 1953 with only 75 cents, and Homewood received only 4
cents while Mountain Brook received no payment from this
source. The median was 33 cents in Tuscumbia. Within
this range distribution was most uneven as shown below:

Per Capita Receipts No. of Cities
$ .04 - .22 9

.23 - .40 20

.41 - .58 6

.59 - .75 3
Out of 39 municipalities, 29 cities derived less than 40
cents per capita from this source in 1953. This varia­
tion was not unexpected since per capita receipts are
determined directly by the combined profits earned by the
banks and other financial institutions in each city.
These combined profits vary with the number of such
institutions located in each city and the extent of
business carried on by each.

There was a general and marked increase in the amounts
received from this source by the cities included in this
survey from 1949 to 1951. During this period only six
cities reported a decrease in receipts and in only three
was the amount significant. All six cases appear in
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cities of less than 10,000 population. From 1951 to 1953,
however, a downward trend appears In receipts from the
financial institutions excise tax. Only fourteen out of
thirty-six cities for which data were available reported
an increase during this period. However, only seven out
of the thirty-three cities reporting for all three of
the years received smaller payments from this source in
1953 than in 1949. The decrease from 1951 to 1953 would,
therefore, appear to be merely a temporary fluctuation
while the underlying trend has been toward an increase
in municipal receipts from this source. This conclusion
is supported by the fact that the total amount distributed
to all cities in the fiscal year 1953-54 was much larger
than that in 1952-53.

A very small part of the increase in receipts from
this tax in 1951 as compared to 1949 can be attributed
to the action of the legislature in making loan companies
subject to the full amount of the tax. Formerly they
deducted the $200 which they paid for an annual license
to operate in Alabama from the amount of tax levied on
them as a financial institution but in 1951 the Legis­
lature specified that this license tax was in addition to
all other taxes. While this represented a substantial
tax increase in the case of individual firms, most of the
overall increase in receipts from the tax must be
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attributed to the Increasing profits of financial insti­
tutions .

The ratio of receipts from the financial institutions
excise tax to all state-collected, locally-shared revenues
shows a pronounced increase from 1949 to 1951 due to the
increase in actual payments to the cities from this source
at a time when total state-shared revenues were declin-

14ing. From 1951 to 1953, the ratio again increased but
the change was not as marked in this period since actual
receipts declined and the percentage increase is pri­
marily due to the decrease in total state-shared reve­
nues. In a few cases the difference in actual payments
was so great that the decrease in financial institutions
excise tax payments was not offset by the decrease in
total state-shared revenues, and the result in those
cases was a decline in the relative importance of pay­
ments from this tax to municipalities. The general trend
was for a slight increase from 1951 to 1953, however.

Receipts from the financial institutions excise tax
increased in importance relative to total revenues from
1949 to 1951 and with few exceptions—of which Mobile is
one—declined from 1951 to 1953. The variations are not
as obvious relative to total revenues since they

14. Table XLVII, Appendix
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generally are graduated in tenths of a per cent but they
clearly reflect the trends in actual receipts. Receipts
from this tax are clearly not a large item in the pattern
of municipal revenues, and such variation as occurs is
not of major importance.

Future receipts from this source will undoubtedly
vary with the current level of financial activity since
this is the basic factor in determining the profit of
most financial institutions. The years since World War
II have been characterized by a period of economic ex­
pansion and growth which has resulted in the high level
of financial activity and on Increase in the profits of
financial institutions of all types. How much longer
it will continue is impossible to say. It may last in­
definitely, subject to minor fluctuations, or it may drop
off sharply in the near future. Whatever variations may
develop will bring a directly proportional trend in the
payments to municipalities from the financial institu­
tions excise tax.

5. Gasoline Taxes
In Table 11, per capita receipts from the aviation

gasoline tax are included with the amount collected
from motor vehicle gasoline. All cities reported per
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capita receipts of five cents from the latter, and seven
cities reported receipts from the aviation gasoline tax
as follows:

Birmingham - five cents
Mobile - two cents
Montgomery - two cents
Tuscaloosa - one cent
Dothan - two cents
Decatur - four cents
Florence - three cents

Clearly, neither of these taxes is of major importance to
any municipality. It is sufficient to say that none of
the cities in this survey derived as much as one-half of
one per cent of its total revenues from its allocated
share of the gasoline taxes.

In view of its negligible significance, it is not
worthwhile to consider the gasoline tax in great detail.
It should be noted, however, that the actual amount of
money received by each city from this source did not vary
from 1949 to 1951. In both years the population as de­
termined by the Federal Census in 1940 was the basis for
distribution. The population figures resulting from the
1950 census became effective in 1952, and for this rea­
son, adjustments occurred in the amount which individual
cities received in 1953. Twenty out of 36 municipalities
from which reports were received obtained more money from
the gasoline tax in 1953 than in 1951, and sixteen re­
ceived smaller payments. Since the total population of 
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all Alabama towns and cities increased, per capita amounts
were reduced and the basic factor in determining whether
or not the adjustment resulted in an increase or de­
crease in total payments to an individual city was the
rate of its growth relative to the total population. If
its population increased at a rate greater than average,
the city received more money from this source; otherwise
it suffered a decrease. Since the total amount of money
distributed from the motor vehicle gasoline tax is fixed
by statute, there can be no prospect for any major in­
crease in municipal revenue from this source until the
statutory provisions are changed.

The tax on aviation gasoline is of even less signifi­
cance than that on motor vehicle gasoline since the total
amount distributed is smaller and distribution is limited
to only seven cities. None of the municipalities which
received a share of this tax in 1953 had less than ten
thousand population. The total amount distributed was
only $26,551 and $23,665 of this sum went to Birmingham,
Mobile and Montgomery. The reason for this distribution
is obvious. The amount of tax turned back to any city is
determined by the amount collected at airports located
therein, which in turn is determined by the amount of
gasoline sold at each. While many cities have airports, 
most of them are used only occasionally by pleasure craft 
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and have no provision for commercial sales of aviation
gas and lack the storage facilities necessary to qualify
for a share of the tax as required by the Alabama Depart­
ment of Aeronautics. Only those airports with a consider­
able degree of commercial activity sell sufficient gasoline
to build up a tax fund large enough to receive any
significant amount in return. Birmingham, Mobile and
Montgomery have the only large commercial airports in
Alabama.

The amount which the cities received from the avia­
tion gasoline tax is not, of course, limited by a fixed
amount and it is possible for increased activity at a
municipal airport to result in larger payments to a city.
Data was available from six cities for 1951 and 1953 and
of these, five showed an increase in receipts from this
tax in this period. Florence which derived no income
from it in 1951 was paid $644 in 1953. Dothan reported
a decrease of 50 per cent in receipts in 1953 as compared
with 1951 while Gadsden obtained a small sum in 1951 but
reported nothing in 1953. In general, as air travel in­
creases it is probable that the cities already receiving
some money from this source will receive more, and cities
which develop their airports may receive some new revenue.
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6. Combined State-Collected, Locally-Shared Revenues
Total per capita receipts from all state-collected,

locally-shared revenues actually vary slightly more than
appears to be the case from the summary in Table 11. In
1953 Huntsville reported the high of $4.53 while Auburn
was low with $1.42. Fairfield was the median city with
$2.75. Within this range, distribution was as follows:

Per Capita Receipts No. of Cities
$1.42 - $2.20 5
2.21 - 2.98 22
2.99 - 3.76 8
3.77 - 4.54 4

These variations reflect the combined effect of differences
in each individual item of state-shared revenue and are
not unexpected. Huntsville, for example, ranked first in
receipts from ABC profits, seventh in motor vehicle li­
cense fees, and second in the payments to municipalities
from the financial institutions excise tax. Auburn was
the lowest city in receipts from motor vehicle license
taxes, ranked thirty-seventh in the financial institutions
excise tax, and was one of the cities receiving the
minimum of 83 cents from ABC profits.

Table 12 shows the importance of these state-collected
locally-shared revenues—excluding the gasoline tax—ex­
pressed as a percentage of total revenues. It also indi­
cates that these revenues are declining in importance as
a source of municipal revenue. All 32 cities which
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TABLE 12 /
COMBINED RECEIPTS FROM ABC PROFITS, MOTOR VEHICLE
LICENSE TAX, AND FINANCIAL INSTITUTIONS EXCISE
TAX AS A PER CENT OF TOTAL REVENUES, SELECTED

YEARS, 39 ALABAMA CITIES HAVING 1950
POPULATION OVER 5,000

Population
Class

No. of
Cities

Per Cent of Total Revenues
1949 1951 1953

250-500,000
Birmingham 1 12.9 10.9 7.3
100-250,000
Mobile 2 16.0 13.0 10.8
Montgomery 14.5 9.5 8.2
50-100,000
Gadsden 1 10.2 8.6 6.9
25-50,000
Tuscaloosa 3 13.0 10.1 7.4
Anniston X 9.2 6.8
Bessemer 12.9 12.2 7.6
10-25,000 12 13.2a 10.0 7.5
5-10,000 20 14. lb 10.2C 7.1

x - Data
a - Data
b - Data
c - Data

not available.
available from
available from
available from

only 11 cities.
only 15 cities.
only 17 cities.

Note: Cities are classified according to population
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reported data for all three of the years included in this
analysis showed a decline in receipts from these combined
revenues from 19^9 to 1951, and of the 36 cities from
which figures were obtained for 1951 and 1953 all but
three reported a similar decline. Prichard and Tuscaloosa
were two of the few cities which had an increase in ABC
receipts for reasons pointed out above, and in Atmore the
increases from the motor vehicle license tax and the fi­
nancial institutions excise tax were more than sufficient
to offset the decrease in ABC revenues.

This decrease in ABC receipts is responsible for the
decline in total receipts from all shared revenues. Pay­
ments from the motor vehicle license tax have not de­
creased to a significant extent, only a small and tempor­
ary decline developed in payments from the financial
institutions excise tax, and the gasoline tax has remained
stable. In view of the fact that ABC profits probably
will level off in the not too distant future and motor
vehicle license tax receipts may also become stabilized,
total receipts from these state taxes will probably not
show as much variation in future years. Assuming that no
changes are made in the tax-sharing formula and the trend
in receipts from these taxes develops as outlined above,
these state-collected, locally-shared revenues can be
expected to hold about the same position in the pattern
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of municipal revenues with perhaps a slight decline as
total revenues decrease.

In concluding this analysis of State taxes shared
with municipalities, it should be noted that where they
are the only source of revenue from other governments,
they rank third in order of importance, following local
tax and non-tax revenues. In the eight cities which
receive a share of county-collected taxes, these revenues
from other governments are the second most important
class of revenue and outrank local non-tax receipts.

7. County-Collected, Locally-Shared Revenues
Municipalities located in Jefferson County may not

levy a license tax on tobacco and gasoline, but Instead
receive a share of the license taxes levied on these items

15by the County. The County also distributes to the
municipalities therein a share of the license tax collected
from beer.^ a similar situation appears in Tuscaloosa

County in which the municipalities share the revenue from
a county levied license tax on gasoline but may not levy
an additional tax. Cities and towns in both counties also

15. Alabama Code, 19^0, Sec. 330(128), 330(135);
330(138); Sec. 33OVH^), 330(119); and 330(124).

16. Ibid., Sec. 33O(2Oa), 330(20j) and 330(20m).
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receive a share of the county-collected road and bridge
tax.17

The background of the above situation is much the
same in both counties. In 1945 and 1947 Jefferson County
was hard pressed for revenue and sought legislative
action to alleviate its financial problems. In 1945 the
Legislature authorized the county to collect a license
tax on beer and other malt liquors. The rate of this
tax was fixed at two cents per twelve ounce bottle and
the Legislature directed that the money received from
this tax be distributed as follows: after a two per cent
deduction from total receipts for administrative costs
is made, three-eights of the remainder goes to the County
general fund, two-eighths to the County School Board
toward teacher salaries, and the remaining three-eighths
is distributed among the municipalities in Jefferson
County on the basis of population. There was little op­
position to this tax from municipal officials since the
Legislature did not restrict them from collecting an ad­
ditional levy, and the amount they received from the
County was a net gain to them. In 194? the Legislature
passed additional measures authorizing the County to levy
a license tax on the sale of gasoline and cigarettes and 

17. Alabama Code, 1940, Title 12, Sec. 159.
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other tobacco products. Again, it fixed the rate and
the method by which the money was to be distributed.
Gasoline is taxed at the rate of one cent per gallon and
a two cent tax is collected from each package of cigar­
ettes with other tobacco products scaled accordingly.
After deduction of an administrative fee of three per
cent of total receipts, 25 per cent of the net revenue
from the tobacco tax goes to the County and the remain­
ing 75 per cent is distributed among its municipalities
according to population. Each municipality receives the
full one cent tax collected from all gasoline sales with­
in its corporate limits based on wholesale distributors ’
reports, but a two per cent deduction is made from the
total amount going to each for administering tax. The
gasoline tax in Tuscaloosa was authorized for the same
purpose and is collected and shared in exactly the same
manner.

Contrary to the case of the beer tax in Jefferson
County, there was considerable protest against the legis­
lation governing the collection of gasoline and tobacco
taxes. Primarily this was based on the grounds that the
restriction against municipal levies on these items—all
municipal levies on these products in effect at the time
of this legislation were abolished and the towns and
cities are specifically forbidden to reenact them—
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denied the municipalities the power to increase revenue
from these sources should this become necessary at some
future time. It was also argued that in the case of the
tobacco tax in Jefferson County the municipalities would
lose money since more than 75 per cent of County receipts
would come from within municipalities. And, of course,
the theoretical argument was advanced that this repre­
sented an invasion of the taxing power of the municipal­
ities—a legally dubious point since the municipalities
hold that power only at the pleasure of the Legislature.
All these arguments were further weakened by the fact
that the small municipalities did not strongly protest
against these acts, feeling that they would benefit from
more efficient collection. In any event, the Legislative
delegations were persuaded by the arguments of the county
officials and since the Legislature customarily follows
the lead of the local delegation in such matters, the
acts were passed.

The road and bridge tax is a special ad valorem
property tax levied at a rate of one mill in Jefferson
County. Municipalities receive one-half the proceeds
of this tax collected from within their corporate limits.
In Tuscaloosa County the method of distribution is the
same, but the tax is levied at a rate of two mills. It 
was not possible to determine the reason for the sharing 
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of this tax in either case. However, the theory general­
ly set forth is that most of the county population re­
sides within incorporated municipalities and most of the
tax is derived from them. Since the County spends little
or none of the proceeds of this tax within the corporate
limits of its municipalities, they received little bene­
fit from it. Thus, it is only fair and right that the
county return part of the proceeds to its towns and
cities for street Improvement and maintenance. This
argument seems logical and was undoubtedly a factor in
the sharing of this road and bridge tax, but it is pos­
sible that other factors may have entered into the situa­
tion, particularly political factors. It is doubtful
that the municipalities would have been able to secure
a share of this revenue without at least the tacit con­
sent of the counties resulting from the political strength
of their demands. Whatever the reason, the important
thing is that this tax is shared with the municipalities
in these counties.

Table 13 shows per capita receipts from each of these
taxes in 1953 in each city receiving them. Clearly the
gasoline tax is the most significant item, with the
tobacco tax ranking a relatively low second. Revenue
from the beer tax and the county road and bridge tax
tank third and last respectively. It was anticipated,
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of course, that per capita receipts from the gasoline
and road and bridge taxes would vary since the base
varies with each municipality. On the other hand, it
was assumed that per capita receipts from the tobacco
and beer taxes would be the same in all cases since
they are shared on a per capita basis. Such was not
the case, however. Considerable variation appears in
receipts from the tobacco tax and Birmingham and Fair-
field vary from the receipts reported by other cities
from the beer tax. One reason offered in explanation
of this was made by a city official who attributed it
to the fact that in computing population ratios the
percentages are carried out to only three places and
rounded out at two instead of being carried further and
rounded off to correspond with the number of digits in
the amount being distributed. Some distortion may also
have resulted from the fact that these per capita
figures were computed on the basis of 1953 receipts
and 1950 population. If any of the cities annexed ter­
ritory in the intervening period, the resulting Increase
in population may account for the variation since dis­
tribution would be computed on a population larger than
that in 1950 thereby resulting in a higher per capita
figure.
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Analysis of each of these sources as a percentage
of total county-collected, city-shared revenues for each
of the three years included in this survey shows several
trends in the internal structure of this group of reve-

18nues. In the six Jefferson County cities, the beer and
tobacco taxes each represented a slightly larger portion
of these combined revenues in 1951 than in 19^9, the road
and bridge tax showed a marked decrease, and gasoline a
substantial increase. This is due to the fact that the
beer and tobacco taxes, while they did not vary greatly,
generally remained stable or showed a small increase
while road and bridge tax receipts were much smaller in

191951. The gasoline tax, of course, showed a sub­
stantial increase in actual receipts following the usual
pattern of this tax. In the period from 1951 through
1953> gasoline again increased relative to total receipts
from the county but not as significantly as from 19^9 to
1951. The road and bridge tax also showed a small in­
crease both in actual receipts and in relative import­
ance—Homewood and Mountain Brook are exceptions to the
latter--while beer and tobacco taxes declined. Some

18. Table LII, Appendix.
19. Road and bridge tax payments to the Jefferson

County municipalities in 19^9 represented their share of
the records of proceeds from this tax for the previous
five years. This fact should be kept in mind in evalu­
ating these trends.
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consideration must be given to the adjustments occurring
in this period since the 1951 distribution was based on
the 1940 census while the 1953 sharing was based on the
1950 census. In Tuscaloosa County the road and bridge
tax increased as a per cent of total county-shared
revenues from 1949 to 1951 and again from 1951 to 1953,
while the gasoline tax showed a proportional decline.

In general, the license taxes which these counties
collect and share with their municipalities follow the
same pattern as in cities where they are collected di­
rectly. Both the beer and tobacco tax are relatively
stable with minor fluctuations while the gasoline tax
has consistently increased in each case. The road and
bridge tax showed a sharp drop from 1949 to 1951 in
Jefferson County but was noticeably larger in 1953 than
in 1951. In Tuscaloosa receipts from this tax increased
during both periods. Officials gave no reason for the
very sharp decrease from 1949 to 1951 in the case of
the Jefferson County Road and bridge tax, but they did
attribute the increase from 1951 to 1953 to normal in­
creases in the base of the tax.

Significant trends also develop when these county- 
collected, locally-shared revenues are expressed as a
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percentage of the total revenues of each city in the
20three years included in this survey. In four cities

the gasoline tax increased consistently in importance
from 194-9 to 1951 and again from 1951 to 1953. In
Bessemer and Fairfield it declined from 1949 to 1951, but
the percentage increased from 1951 to 1953, and in Bes­
semer was more important relative to total revenues in
1953 than in 1951. Only Tuscaloosa reported a steady de­
cline and it must be noted that in that city the addition
of a sales tax brought about an unusually large increase
in total revenues. The tobacco tax, as would be expected
from a relatively stable source, did not increase at the
same rate as total revenues and declined in importance as
a per cent of total revenues except in Mountain Brook
where it increased from 1951 to 1953. This exception was
due to an unusually large increase in receipts derived
from the adjustments which developed when the 1950 census
was adopted as the basis for sharing. The beer tax de­
clined in significance in all cases except Homewood and
Mountain Brook which reported a larger portion of their
total revenues derived from this source in 1953 than in
1951. Again, the adjustment can be traced back to the
change in population base stemming from the 1950 census.

20. Table LUI, Appendix.
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The road and bridge tax shows a marked decline in im­
portance from 19^9 to 1951 in all the Jefferson County
cities followed by an increase from 1951 to 1953 which
was not sufficient to restore it to its former position.
In Tuscaloosa County, this source comprised a larger
part of total revenues in 1951 than in 1949 but declined
in 1953.

Future receipts from these shared license taxes will
probably follow the same pattern as where they are col­
lected directly by a city. The beer and tobacco taxes
will continue to bring in the same amount of revenue as
at the present time. Small fluctuations will appear but
there is no basis for assuming any marked trend will ap­
pear. They will of course decrease in significance in
the pattern of municipal revenues as total revenues in­
crease. Receipts from the gasoline tax will continue to
increase as the number of automobiles and the amount of
travel increases. However, as pointed out previously
future increases may be at a lower rate than those of
past years. The road and bridge tax will continue to
increase as the total assessed valuation of property in
each city increases.

In evaluating these county-collected, locally-shared
revenues, it is important to note that in all cases ex­
cept the road and bridge tax, the cities would normally 
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be empowered to collect these taxes directly. Since they
are forbidden to levy a municipal license tax on gasoline
and tobacco, the share of the county tax which they re­
ceive is merely a replacement of the taxes they could
normally levy and represents no net gain. Since they can
levy an additional tax on beer, this could constitute a
net gain but the fact of the situation is that most of
the cities do not have a municipal levy and where they do
it is a minor source of revenue. Essentially, the road
and bridge tax is the only one of these taxes which they
could not collect for themselves. Since the sharing of
this tax is confined to Jefferson and Tuscaloosa County
it must be concluded that it has little general signifi­
cance in the pattern of large city revenues.

A second factor to be considered is whether or not
the municipalities lose money by this system of county
sharing as compared to direct collection. When per
capita receipts from municipal gasoline license taxes
in the cities which collect them directly are compared
with per capita receipts from county-collected, city
shared gasoline taxes, it appears that per capita re­
ceipts from a direct tax commonly are larger than from
the indirect tax. There is, however, considerable
variation in per capita receipts from this source and it 
may be that per capita receipts from the county-collected 
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tax would be no higher if collected directly by the
cities. In view of the manner in which it is shared
there is no logical basis for an assumption that per
capita receipts would be lowered by the method of col­
lection. Per capita receipts from the county collected
tobacco tax do not seem notably out of line with those
where the city collects it and no differences can be at­
tributed to the method of collection in the case of this
tax. Since municipalities may not levy a road and bridge
tax, the method of collection is not a factor to be con­
sidered; nor is it so in regard to the beer tax in which
case the municipalities may enact additional levies. On
the whole, it would appear that the cities gained little
or nothing from county collection of former city taxes,
and they may have suffered small losses. The important
point is that the argument which contends the municipali­
ties gain from this method of collection and sharing
through better enforcement has little weight in the case
of large cities. It may be that in small municipalities
some benefit might follow from county collection, but in
the cities included in this study there is little grounds
for municipal officials to seek extension of this method
of collecting taxes.

Actually, very few city officials have formulated any 
definite conclusions regarding these county-collected, 
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locally shared revenues. There Is a growing feeling that
the city residents pay a large share of county taxes and
derive little in return and this belief has fostered an
argument that county governments should make some refund
to their municipalities. As yet this feeling is rather
vague but it may lead to concrete efforts to achieve this
result. Probably it will take some form similar to the
sharing of the road and bridge tax in Jefferson and
Tuscaloosa County. So far as turning over taxes present­
ly collected by the cities to the counties who would then
collect them and share the proceeds with the cities,
municipal officials who have given any thought to the
matter are generally opposed to it. They feel that the
material gains through increased receipts would be slight
and would not offset the weakening of municipal authority
in the field of taxation. Primarily they are averse to
taking the power to determine the rate of the tax away
from the cities and transferring it to the county govern­
ing body or back to the Legislature.

The writer agrees with municipal officials on this
point. Alabama municipalities have come far on the road
toward home rule but it has been a slow and difficult
process. To remove present tax sources from their Juris­
diction to the county level would be a step backward from 
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this ultimate goal. It is an integral part of the home­
rule concept that a city be free to determine its own
basic tax structure, the theory being that the citizens
will accept the taxes necessary to support the services
which they desire.

Another reason for opposing any further extension of
county collection and sharing of revenues presently col­
lected by the cities themselves is that it would further
duplicate the tax structure. In many cases, notably the
property tax and taxes on gasoline and tobacco, both the
State and its municipalities rely on the same source. In
the case of the property tax the counties also rely on
the same source but this can be justified to some extent
on the grounds that the combined property tax levy of all
three governmental units is less than the municipal levy
in many other states. In the case of the gasoline,
tobacco and other taxes, however, the extension of the
tax to the county level could well constitute an unfair
burden on the items taxed. This argument would not apply
to any case in which the county shares a source of revenue
which the cities do not presently collect.

A final point is that a county governing body is
subject to considerable pressure from the rural voters
which represent nearly fifty per cent of the total popu­
lation in the average county. These people have no
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immediate concern with municipal problems and could con­
ceivably exert sufficient pressure to reduce or eliminate
a tax levied by the county even though shared with the
municipalities. It would be possible to avoid this
problem if the Legislature fixed the rate of the tax, but
the evils of this solution are obvious. It is a subver­
sion of the home rule principle at the county as well as
at the State level. It will make the Legislature in­
creasingly powerful in local affairs despite the fact
that it is far removed from local problems. Since the
Legislature customarily follows the lead of the local
legislative delegation in such matters, it will unduly
increase the influence of the legislative delegation in
local affairs. Finally, it appears that little, if any,
advantage accrues to the cities from this method of col­
lecting and distributing taxes. Indeed, it may well have
an adverse effect in specific cases.

In any event, it does not seem probable that these
county shared revenues as set up in Jefferson and Tusca­
loosa Counties will be extended to additional counties.
Should such a movement develop it is almost certain to
arouse opposition from municipal officials and they can 
present a strong case against such legislation.
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8. Grants-In-Aid

Grants-in-aid in Alabama are not revenue in the usual
sense of the word since they are non-recurring and made
only for a particular project. However, they are a source
of money by which the city is assisted in providing certain
services and must be mentioned—if only briefly—for pur­
poses of completeness. During the years which were in­
cluded in this study, eleven cities received some money in
the form of grants as summarized in Table 14.

The grants listed for Birmingham, Mobile, Tuscaloosa,
Dothan, Selma, Eufala, and Roanoke were all for airport
construction or development. Bessemer and Alexander City
received their grants for the purchase and installation of
civil defense equipment. Enterprise and Sylacauga re­
ceived money for the construction of a health clinic and
nurses’ home, respectively.

It appears clear that the grants from the federal
government are far more important than those made by the
State. This conclusion follows whether they are compared
in terms of frequency or amount. A total of twelve cities
received grants in the three years included in this study.
In seven of them, the grant was received from the federal
government. Three cities reported combined federal-state
grants, and only in two cases were grants made by the State
alone. In all cities except Tuscaloosa, the total amount
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amount of these grants was $845,06?. Only $267,039, or
31 per cent, of this total was supplied by the State of
Alabama. Tuscaloosa was omitted from this computation
since the combined grant received by that City could not
be broken down to determine the amount supplied by the
State and federal governments. Including it would not,
however, greatly affect the ratio of the above figures.

Both in terms of frequency and the amount of money
involved, these grants are not a significant addition to
municipal revenues, and there is no basis for anticipat­
ing any over-all increase in this form of financial aid.
Indeed, it seems probable that grants for airport con­
struction will become less significant since most of the
cities which are likely to develop airports to the ex­
tent necessary to qualify for such aid have already done
so. In some cases cities have abandoned their airports—
actually little more than airstrips—as an unwarranted
item of expenditure. Eufala is an example of this. Be­
yond its original construction, nothing has been done to
develop an airport facility in this case since it is used
only by an infrequent privately-owned plane.

On the other hand, it is expected that additional
cities will set up civil defense programs and secure
federal aid for this purpose. These grants are limited,
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TABLE 14
RECEIPTS FROM STATE AND FEDERAL GRANTS-IN-AID, SELECTED

YEARS, 11 ALABAMA CITIES HAVING 1950 POPULATION
OVER 5,000

City Total Receipts
1949 1951 1953

Mobile $426,873 (F)
Eufala 158 (F)
Birmingham $76,224 (F) $ 4,813 (F)
Tuscaloosa 57,971 a
Selma 6,150 (S)

18,452 (F)
Sylacauga 195,363 (s)
Bessemer 15,784 (P)
Dothan 22,337 (F)
Alexander City 9,014 (F)
Enterprise 58,000 (S)
Roanoke 4,373 (S)

7,526 (F)

F - Federal Grant
S - State Grant
a - Includes both State and Federal grants.
Note: Only those cities listed in this table received

grants-in-aid in these selected years.
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however, and are not made available to all cities but are
extended on a regional basis in an effort to cover a
fairly broad area with a minimum of equipment. There is
no indication that the State will enlarge its aid program
for clinics, nurses homes and similar installations,
particularly in view of the fact that municipalities can
secure hospital facilities under the Hill-Burton program
on a much larger scale than the State can maintain. Thus
it seems that, barring any new programs, grants-in-aid
certainly will not increase in significance and possibly
will decline.

9. Summary
In considering revenues from other governments as a

whole, it appears that only the state-collected, locally-
shared revenues are of major over-all importance. The
money is derived from sources which the municipalities
could not normally tax and all the cities derive a sub­
stantial portion of their revenues from them. Conversely,
the bulk of county-collected, locally-shared revenues are
derived from sources which the cities would otherwise tax
directly. Moreover, they are confined to a few special
cases. Grants-in-aid occur infrequently, are made for
specific purposes only, and the amounts are not large
enough to give them any general significance. On the
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whole, It would seem that receipts from these sources will
continue at about the same level and will not increase
greatly and may decline in significance as other revenues
increase. It must be kept in mind, however, that legis­
lative action could either increase or decrease their
significance.



CHAPTER VI

PUBLIC IMPROVEMENT ASSESSMENTS

Alabama cities have been given broad powers to plan
and execute public improvements. They have also been
given the power to assess the cost of specified types of
improvements against the property benefitted. These
public improvement assessments, or special assessments

I

as they are more generally known, are most often applied
to street Improvements—including grading, filling, curb­
ing, guttering, sidewalks and drainage as well as the
paving of new streets. They are, however, applied to
other types of improvements: the construction and recon­
struction of sanitary sewers and sewer systems; water and
gas main connections; and walls, dikes, levees and em­
bankments for protection against the overflow of streams
and seas. In cities over 60,000 population they may also
be levied for the drainage and reclamation of swamps, and
in Birmingham park assessment districts may be created to
finance the construction of parks and playgrounds

1. Those sections of the Code which authorize Ala­
bama cities to levy public improvement assessments are
cited in Chapter II, p. 41, et seq.

240
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There are only two basic substantive limitations on
the use of assessments. The first is that no assessment
may exceed the cost of the improvement. The second is
that no assessment may exceed the increased value of the
property which occurs from the specific benefit resulting

pfrom the improvement. However, the Legislature has
specified in detail the procedure to be followed in adopt­
ing, levying, computing, collecting, and enforcing public
improvement assessments. The courts have added to this
complexity through judicial interpretations which have
generally tended to interpret the use of assessments in a
narrow manner. These procedural limitations will not be
discussed at length here since this study is not primarily
concerned with revenue administration except as it may
effect the receipts from a particular source. While the
cities must comply strictly with the statutory and
judicial regulations regarding procedure, it appears that
these requirements have a substantive effect only in
specific cases. They are not intended to generally limit
the amount of revenue a city may derive from assessments
but to protect the property owner and insure that assess­
ments are levied and enforced by due process of law.
Since these restrictions have been clearly defined, munici­
pal officials are accustomed to complying with them and

2 Ibid 
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assessments are not frequently voided for this reason.
Occasionally the courts rule that the amount of an assess­
ment is in excess of the increased value to the property
butj again, this is limited to specific cases.

It can be argued that special assessments should
have been analyzed under the heading of local non-tax
revenues. On the other hand, it can be argued that they
are not revenue. The broad interpretation of revenue ap­
plied in this study provides ample grounds, however, for
including them here. The fact that they are not levied
uniformly on the owners of all property or all residents
of the city and are levied one time—although they may be
payable in installments over a period of years—does not
negate the fact that they are a source of funds by which
a city may finance a major part of its public improve­
ment programs. They are, moreover, a source which the
city may enforce without the consent of the property owner.

However, special assessments do have unique charac­
teristics which distinguish them from the general category

3. Those persons interested in a detailed analysis
of the procedural limitations governing the use of
special assessments will find a complete summary of them
in a study made by Lawrence Dumas, Jr. and Hubert Hayes,
Municipal Public Improvement Cost Assessment (Montgomery:
Alabama League of Municipalities, 1955).
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of "revenue." They may be levied and used only for
special purposes as set forth in the ordinance enacting
them. They are one-time, non-recurring levies, and city
officials maintain separate accounts for each assessment
levy. Each assessment normally applies to only a few
property owners in contrast to a general tax which applies
to all residents. Because of this limitation, assessments
cannot be readily compared with other revenues. Neither
per capita comparisons nor percentage comparisons would
be accurate as a device to indicate the importance of
these assessments in the general pattern of municipal
revenues. It is, therefore, necessary to consider them
as a special type of revenue and to compare them only in
terms of absolute amounts.

Table 15 shows collections from public improvement
assessments in each of the cities included in this study
for each of the three years covered by it. It is clear
that public improvement assessments can be, and frequent­
ly are, a major supplement to other municipal revenues.
Only four cities reported no assessments in all three
years included in this survey. Brewton and Greenville
have definite policies of not financing improvements by
assessment and it is probable that Cullman and Russell­
ville fall in the same category. All other cities use
them to a varying degree.
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TABLE 15
COLLECTIONS FROM PUBLIC IMPROVEMENT ASSESSMENTS, SELECTED

YEARS, 39 ALABAMA CITIES HAVING 1950 POPULATION
OVER 5,000

1949 1951 1953
Birmingham $407,555 $327,797 $485,028
Mobile 116,365 73,925 761,049
Montgomery 91,616 150,676 199,754
Gadsden 454,678 213,610 201,356
Anniston X 12,331 19,148
Bessemer 21,862 27,032 11,290
Tuscaloosa 56,230 85,130 69,715
Auburn 0 39,207 49,340
Decatur X 104,399 221,410
Dothan 7,358 53,566 34,223
Fairfield 1,813 2,629 672

Florence 0 0 22,605
Homewood 81,216 51,247 77,935
Huntsville 0 156,475 175,133
Opelika X 65,927 43,834
Prichard 1,583 25,289 9,307
Selma 1,719 0 964

Sheffield 36,391 118,191 108,909

Talladega 0 0 16,636

Albertville 10,822 4,865 126
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x - Data not available.
a - Guntersville collected $40,026 from assessments over

a three year period, 1950 through 1952.

TABLE 15 (Continued)

1949 1951 1953

Alexander City $ 19,470 $ 14,737 $ 16,593
Athens X X 6,693
Atmore X 0 0
Brewton 0 0 0
Cullman 0 0 0
Enterprise X 9,601 22,519
Eufala X 14,359 4,118

Greenville 0 0 0

Guntersville X xa X

Lanett X X 21,238

Mountain Brook 113,237 100,740 131,481

Opp X X 7,015
Roanoke 0 780 24,821

Russellville 0 0 0

Sylacauga 846 46,752 77,548

Tarrant City 343 15,108 5,911
Troy 37,670 15,918 8,219

Tuscumbia 11,019 22,121 29,543

Tuskegee 15,152 22,652 1,899

Note: Cities are listed in order of population
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The amount of money derived from assessments de­
pends on several factors. Perhaps the most basic of
these is the policy of the city regarding their use.
Some cities, of which Mountain Brook is the best example,
rely on assessments to finance nearly one hundred per
cent of all improvements. Actually, no city derives all
the costs of improvement from assessments—some minor
items may not be included in computing total costs to be
apportioned and full recovery may not be made of de­
linquent assessments. Some minor improvements will be
made which are not assessed, and certain portions of the
improvement cannot be assessed where no specific benefit
accrues to any property or where city property is con­
cerned. These are minor exceptions, however, and where
a city desires to do so it can assess, substantially, all
the cost of an improvement.

Other municipalities—Greenville and Brewton as
pointed out above—may avoid assessments. Between these
extremes a city may adopt one of several policies. Im­
provements of general benefit may not be assessed while
those which have specific, localized benefits are charged
to the property owners. A community may assess street
improvements but not sewers. Minor projects may be sup­
plied by the city while major improvement programs are 
assessed. The city may assess part of the cost and 
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supply the difference out of general revenues. Some
cities levy assessments only where property owners
petitioned for the improvement. The particular policy
which the city elects will be influenced by its financial
condition—some cities are better able to finance improve­
ments from general funds while others cannot do so. The
attitude of the residents of a city and the political
policies of the current administration also influence the
policy toward assessments.

A second factor determining the amount of assessments
reported by a city in a particular year is its basic
program of public improvements. There are great dif­
ferences in the scope of public improvement programs
among the several cities. Some may undertake to pave all
their streets while others pave only main thoroughfares.
One municipality will have a program of nearly continuous
improvements while another may proceed by periodic, large
scale projects. In this respect, the amount reported by
a city may depend to some extent on past improvements.
In prior years the city may have accomplished public im­
provements adequate for current needs and future ex­
pansion and will report small or no assessments in a
particular year even though the earlier improvements may
have been financed primarily from assessments.
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A final factor to be noted is that payment of assess­
ments may be spread out over a period of years and receipts
for several years may represent only one large levy. All
of these factors affect the amounts reported by various
cities in these selected years, but it was not possible to
pinpoint them in each case.

That these cities do, in general, rely heavily on
this source of revenue seems obvious from Table 15 and
was confirmed by Interviews with city officials. It was
not possible however to determine the exact extent to
which they relied on assessments to finance the cost of
public improvements since this would have required in­
formation not available in the data collected for this
study. The preliminary results of a survey made by the
Alabama League of Municipalities Indicates that approxi­
mately 60 per cent of all municipal street improvements
completed prior to January 1, 1955, were financed by
assessments. While the same may not be true of other
types of improvements, this example alone justifies the
conclusion that assessments are of fundamental importance
in financing municipal improvements.

It appears that the two types of improvements most
commonly assessed are streets and sewers. No city of­
ficial interviewed reported assessments for any other
purpose in the selected years reported in Table 15. The
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same officials indicated, further, that most of the re­
ceipts reported in this table were levied for street im­
provements, although they could not state the exact
ratio between assessments for street improvement and
those for sewers.

Variation from year to year in assessment collections
reported by individual cities have little comparative
value in a period as short as that covered by this study.
Primarily they vary with the policy of the city regarding
the use of improvement assessments and the number and
type of improvements accomplished. It is also necessary
to consider the date the improvement was assessed since
receipts in a particular fiscal year may represent as­
sessments levied in the previous years. The stability
of assessments is not, however, of major significance
since they are levied only for particular purposes and
are one-time levies. They were not Intended to be re­
curring revenues and municipal officials do not consider
them as such. It is significant to note, however, that
no city official reported any change in the policy of the
city regarding the use of special assessments during the
period covered by their study.

Because of their peculiar nature, it is impossible
to predict future trends in the use of special assess­
ments in any but the most general terms. In individual
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cities it will depend on the need for improvements.,
whether or not they are subject to assessment, and the
general financial condition of the city. Nearly every
city reported a need for extensive public improvements
of various types. Most of them have relied heavily on
assessments for financing past improvements and city of­
ficials claim other revenues are inadequate. It was in­
teresting to observe some officials also maintain that
even if other funds were available, they would continue
to advocate special assessments for public improvements,
as being more equitable under the benefit principle than
the use of general tax revenues. In view of these facts,
it seems certain that the use of special assessments will
not decrease.

In considering the future development of special
assessments, it should be noted that in recent years the
Legislature has enacted legislation which encourages the
use of special assessments. Act No. 884 of 1953 author­
izes cities having a population of 6,000 or more to make
street and sewer improvements outside their corporate
limits and assess the cost thereof against abutting
property provided the written consent of 60 per cent in
frontage of property owners is received. Under this law 
cities may also assess improvements abutting property 
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outside the city limits where the improvement lies with­
in the city limits. This Act was a major step in de­
veloping the use of assessments. Additional legislation
will be introduced at the 1955 Regular Session of the
Legislature to eliminate the requirement for approval by
60 per cent of the property frontage to be benefitted by
the project and to extend the provisions of this act to

2iall municipalities.
It seems doubtful, however, that such legislation

will substantially increase the amount of money which
these cities derive from special assessments. While a
city may assess the original cost for streets and sewers
constructed outside their corporate limits, they would
still have to assume future maintenance costs and this
will limit such construction. In the final analysis,
it appears probable that special assessments will con­
tinue to maintain their present level of Importance in
the revenue pattern of these cities.

This brief summary of special assessments is ob­
viously only a superficial analysis. The data obtained

4. A recommendation adopted by the Committee on
State Legislation of the Alabama League of Municipalities
at a meeting of the Committee on April 25, 1955.
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for this study of municipal revenues simply did not
permit a more detailed examination of them, and lack of
time prevented the accumulation of the information neces­
sary to consider them in more detail. This chapter mere­
ly attempts to point out the fact that they are a
significant supplement to other municipal revenues.



CHAPTER VII

SUMMARY AND RECOMMENDATIONS

It is obvious that any attempt to summarize the
analysis of the revenues of the larger Alabama cities pre­
sented in the previous chapters cannot be all-inclusive
in view of the many exceptions which appear in Chapters
IV through VI. Nonetheless, certain valid generalizations
can be made about the structure of municipal revenues.

1. Pattern of Municipal Revenues

The sources from which Alabama cities may develop
revenue to finance governmental activities have been
basically defined by the statutes and courts of the State
as summarized in Chapter II. It follows that the actual
pattern of revenues must fall within the confines of this
legal framework. This fact makes it inevitable that there
be at least a basic uniformity in the sources which have
been developed in the sense that no city may obtain money
from a source not authorized. This uniformity is re­
flected in Table 16 which lists the 23 separate items or
classes of revenue from which the 39 cities included in
this survey derived revenue in 1953♦ Only four cities
received money from a source not listed in this table.

253



TABLE 16
254

SOURCES OF REVENUE, FISCAL YEAR 1953, 39 ALABAMA CITIES
HAVING 1950 POPULATION OVER 5,000

x - City reported revenue from source indicated.
City reported no revenue from source indicated

Note: Cities are listed in order of population.

City Gross
Receipt

Ad
s Valore

Business Beer Liquor Amuse-
»m License Tax Tax ment

Tax
^Birmingham — X X X X —
Mobile X X X X X
Montgomery — X X •- — —
Gadsden X X X
Anniston X X a> X
Bessemer — X X X X X
Tuscaloosa X X X X — X
Auburn «■» X X X — X
Decatur X X X — — X
Dothan X X X — —
Fairfield X X X X —
Florence X X X — — X
Homewood — X X X X —
Huntsville — X X X — —
Opelika — X X X — —
Prichard — X X X X X
Selma X X X X —
Sheffield X X X X — —
Talladega X X X - — X
Albertville X X — — —
Alexander City — X X — — X
Athens — X X — — —
Atmore * X X X — X
Brewton * X X X — —
Cullman — X X — — X
Enterprise — X X — - —
Eufala X X X — — —
Greenville X X — — X
Guntersville —I X X — — X
Lanett — X X — — —
Mountain Brook — X X X — —
Opp — X X X — X
Roanoke — X X — — —
Russellville X X — — —
Sylacauga X X X — — —
Tarrant City — X X X — —
Troy — X X X X —
Tuscumbia X X X X — —
Tuskegee — X X — — —
No. of Cities 8 39 39 17 8 17
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x - City reported revenue from source indicated.
City reported no revenue from source Indicated.

Note: Cities are listed in order of population.

TABLE 16 (Continued)

City
Tobacco Gas Tax

Equi­
valents

Fines Insp.
Fees &
Permits

Parking
MetersTax Tax

Birmingham X X X X X X
Mobile — X X X X X
Montgomery X X X X X X
Gadsden X X X X X X
Anniston X X X X X X
Bessemer X X X X X X
Tuscaloosa X X X X X
Auburn X X X X X
Decatur X X X X X X
Dothan X X X X X
Fairfield X X X X X —
Florence X X X X X X
Homewood X X X X —
Huntsville — X X X X
Opelika X X X X X X
Prichard — X — X X X
Selma X X X X X X
Sheffield X X X X X X
Talladega X X — X — X
Albertville X X X X X X
Alexander City X X — X X X
Athens X — — X — X
Atmore X X X X X X
Brewton X X — X X X
Cullman X X X X X X
Enterprise X X — X X X
Eufala X X — X X —
Greenville X X — X X X
Guntersville X X X X X X
Lanett X X — X — —
Mountain Brook X X X X X —
OPP X X — X — —
Roanoke — X — X — X
Russellville X X X X X X
Sylacauga X X — X — X
Tarrant City X X X X X —
Troy — X — X X X
Tuscumbia X X X X X X
Tuskegee — X - X X —
No. of Cities 27 30 21 39 33 31
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x - City reported revenue from source indicated.
City reported no revenue from source indicated.

Note: Cities are listed in order of population.

TABLE 16 (Continued)

City
Service Income Income

from
/• Utilities

ABC Vehicle
LicenseCharges from

Property
Birmingham X X X X
Mobile X X X X
Montgomery X X •M X X
Gadsden X X X X X
Anniston X X X X
Bessemer X X — X X
Tuscaloosa X X X X
Auburn X X «• X X
Decatur X X X X
Dothan X X X X X
Fairfield X X X
Florence X — X X
Homewood X X •> X X
Huntsville X X X X X
Opelika X X X X X
Prichard X — — X X
Selma X X — X X
Sheffield X X X X X
Talladega X X — X X
Albertville X X — X X
Alexander City X — X X X
Athens X X X X X
Atmore X X X X X
Brewton X X — X X
Cullman X X X X X
Enterprise X X — X X
Eufala X X — X X
Greenville X X X X X
Guntersville X X X X X
Lanett X — X X X
Mountain Brook — — — X X
Opp X X X X X
Roanoke X X — X X
Russellville X — — X X
Sylacauga X X X X X
Tarrant City X X — X X
Troy X — X X X
Tuscumbia X X — X X
Tuskegee X X X X X
No. of Cities 37 32 16 39 39
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x - City reported revenue from source indicated.
City reported no revenue from source indicated.

Note: Cities are listed in order of population.

TABLE 16 (Continued)

City
Bank
Excise

Gas
Excise

Countj
Beer

T County
Tobacco

County
Gas

County
R.&B.

Birmingham X X X X X X
Mobile X X —
Montgomery X X — — —
Gadsden X X — — —
Anniston X X — —
Bessemer X X X X X X
Tuscaloosa X X — — X X
Auburn X X — — — —
Decatur X X — — — —
Dothan X X — — — —
Fairfield X X X X X X
Florence X X — — — —
Homewood X X X X X X
Huntsville X X — — — —
Opelika X X — — — —
Prichard X X — — — —
Selma X X — — — —
Sheffield X X — — — —
Talladega X X — — — —
Albertville X X — — — —
Alexander City X X — — — —
Athens X X — — — —
Atmore X X — — — —
Brewton X X — — — —
Cullman X X — — — —
Enterprise X X — — — —
Eufala X X — — — —
Greenville X X — — — —
Guntersville X X — — — —
Lanett X X — — — —
Mountain Brook — X X X X X
Opp X X — — — —
Roanoke X X — — — —
Russellville X X — — — —
Sylacauga X X — — — —
Tarrant City X X X X X X
Troy X X — — — —
Tuscumbia X X — — — —
Tuskegee X X — — — —
No. of Cities 38 39 6 6 7 7
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Mobile collected a selected license tax on hotel and motel
room occupancy. Sylacauga and Talladega received special
payments from Talladega County for the operation of
libraries, and Brewton received a small share of the State-
collected production privilege tax.^

It is apparent from Table 16, however, that there is
wide variation within this framework with respect to the
number and type of sources used by each city. Only six
items of revenue—ad valorem and occupational license
taxes, fines and costs, ABC profits, motor vehicle
license taxes and the state-collected gasoline tax—are
reported by all thirty-nine cities. No municipality
utilizes all of the twenty-three potential sources. Thus
it can be said that the pattern of revenue is defined by
the minimum of six sources common to all cities and the
maximum of 23 items or classes of revenue which encom­
passes all the sources reported.

In addition to the six items of revenue common to
all cities, several other sources are widely used. The

1. The production privilege tax is a tax of four
per cent of the gross value of all crude oil from wells
operating in Alabama. Seven and one-half per cent of
the first $150,000 collected from this tax is distri­
buted to municipalities in which producing oil wells are
located on a population basis, and two per cent of all
receipts in excess of $150,000 is distributed in the same
manner. Act No. 2, General Acts of Alabama, 19^5 Regular
Session.
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financial institution excise tax is common to all cities
except Mountain Brook which has no bank or other financial
institution. More than two-thirds of the cities reported
receipts from selected license taxes on gasoline and
tobacco, parking meters, service charges, inspection fees
and permits, and income from property. There is consid­
erable variation among the cities within each of the last
three classes of revenue, but they nonetheless represent
a common factor. The wide use of these sources of
revenue tends to broaden the basic uniformity in municipal
revenues.

The number and type of sources from which the cities
derive their revenue is, however, only one aspect of the
pattern of municipal revenues. It is equally important
to note the relative significance of each item of revenue
among these 39 cities. It can be said that most of these
cities derive the greatest part of their revenue from tax
sources with non-tax sources holding second place.
Revenues from other governments are the least significant
of the three broad categories of revenue. The two most
important sources of tax revenue are the ad valorem
property tax and occupational license taxes which normally
account for well over two-thirds of all tax collections.
Collectively, the selected license taxes account for a 
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substantial portion of tax revenues, but individually
only the gasoline tax and the tobacco tax are worthwhile.
In the area of non-tax revenues, fines and costs and
parking meter receipts are the only items of general
significance. While not of major importance, State-
collected, locally shared revenues do represent a sub­
stantial portion of municipal revenue and are perhaps
the most stable item of revenue among all the cities.
Finally, it can be noted that permits and inspection fees
and income from property are reported by all cities but
are generally a minor source of revenue.

It was pointed out in Chapter III that cities in
most other states rely far more heavily on the ad valorem

2property tax than the cities included in this survey.
These other cities normally derive at least from 50 to
60 per cent of their income from this source, and in some
cases the figure ranges as high as 90 per cent. They

2. These comparative conclusions are based to a
considerable extent on a wide range of articles and re­
ports noted by the author in his work with the Alabama
League of Municipalities. There are three references
however, which may be offered as general studies in sup­
port of them. A. M. Hillhouse and Muriel Magelssen,
Where Cities Get Their Money (Chicago: Municipal Finance
Officers Association, 1945). Miner B. Philips, Where
Cities Get Their Money, 1949 Supplement (Chicago: Munici­
pal Finance Officers Association, 1949). Municipal Non-
Property Taxes (Chicago: Municipal Finance Officers
Association, 1951).
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draw their revenue from this one major source of revenue
with relatively few supplemental sources of minor im­
portance. In contrast, Alabama cities have a diversi­
fied revenue structure and it is unusual for them to get
as much as 30 per cent of their revenue from the property
tax. The fact that these 39 cities derive their revenue
from a wide range of sources may be interpreted by a
casual observer to mean that they have a flexible system
of revenues. Such is not the case. It is true that Ala­
bama cities have a comparatively broad revenue base in
terms of the number and type of sources which they are
authorized to develop, but it is not a flexible system.
The limitations on the property tax as a source of
municipal revenue make it impossible for these cities
to rely upon it as the foundation of their revenue
structure. Its low productivity has forced them to de­
velop other sources of revenue. In such a situation, it
cannot be said that the cities have a flexible revenue
system since flexibility implies a freedom of choice.

This diversification of revenues has several ad­
verse effects. In the first place, it increases the
effort and expense required to collect these revenues.
It has also encouraged the piecemeal development of
municipal revenues. As the need for additional revenue
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arose, city officials have found it simpler and easier to
add a new tax or charge than to study their over-all
situation from a long range point of view. The availa­
bility of these minor sources of revenue has also en­
couraged earmarking of revenues on an informal basis. It
is common for a city governing body to levy an additional
tax or charge with the tacit understanding that it will
be used only to carry out a particular program and will
be dropped when the program is completed. Such an ap­
proach tends to make the revenue structure even less
flexible. Finally, this diversification has made the
public tax conscious through frequent contact with tax
levies. This, in turn, creates an attitude of resistance
to any increase or revision of the tax load and handicaps
municipal officials in dealing with revenue problems.

Overlapping Tax Structure.—One of the most im­
portant characteristics of the revenue structure of these
39 cities is that municipal taxes overlap county, state
and federal taxes. The State, counties and school
districts levy an ad valorem property tax in addition to
that of the municipality. The State and counties collect
licenses from many businesses and occupations which are
also taxed by the citied. In addition, the State collects
a general sales tax, and has enacted levies on beer,
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liquor, tobacco and. gasoline. The Federal government
taxes admissions, liquor, tobacco and gasoline. As
creatures of the State and having a narrow tax base and
limited taxing powers, the cities are not in a strong po­
sition to compete with government at higher levels for
increased tax revenues. To the extent a particular item
is taxed by government at a higher level, it becomes in­
creasingly difficult for a city to increase or to main­
tain its present tax on the same item. Protests against
tax increases are most effective at the municipal level.

This problem will become more acute as the result of
recent tax increases enacted by the Legislature. State
taxes on gasoline, beer, liquor, and tobacco have been
increased and municipal officials anticipate that this
will forestall any increase in municipal taxes on these
items. In one city, Prattville, an effort has been made
to reduce the local tax on gasoline. While it was not
successful, it illustrates the effect of this over­
lapping with respect to municipal taxes.

2. Present Revenues Inadequate

Present municipal revenues in Alabama are not suffi­
cient to maintain existing services or to meet the demand
for new services. Officials in only three of the cities 
included in this survey—Dothan, Tuskegee and Mountain
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Brook—indicated that present revenues were sufficient
to meet the demands made upon them. It is recalled that
Dothan and Tuskegee are two of the cities which derived
an unusually large amount of revenue from the operation
of utilities, while Mountain Brook presents a unique
situation. The latter is a wealthy residential city
with an unusually high total assessed valuation. Con­
sequently, the property tax is much more productive than
in other cities. In addition, property owners can afford
and tolerate substantial assessments for public improve­
ments .

Officials in the remaining 36 cities stated that
existing revenues are inadequate, and were asked to cite
specific needs which they are unable to meet under
present conditions. In almost every city, the first item
cited was the need for municipal street improvements.
The steady increase in the number and use of motor
vehicles has created a need for the construction of by­
passes and arterial highways, widening of major streets,
and the elimination of safety hazards at intersections.
Often, the relocation of certain streets is desirable.
Heavy traffic has literally worn out many streets which
can only be repaired by major reconstruction in many 
cases. Finally, most cities have considerable mileage 
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of unpaved streets. While much of this original paving
can be financed through special assessments, it often
requires large expenditures from city funds to supplement
them.

Another area in which most cities have been unable
to meet public demand is the provision of recreational
facilities. Many cities reported plans for the develop­
ment of parks and recreation areas, athletic facilities,
and swimming pools, but as yet they have been unable to
implement these plans. There appears to be a particular
need for recreational facilities for the Negro population
of these cities. While most city officials expressed a
moral responsibility to provide equal facilities for
Negro residents, past expenditures in this field have
been concentrated on facilities for white residents.
Montgomery, for example, has no municipal swimming pool
for Negroes. It can be argued that recreational facili­
ties are not essential, but so long as the voters demand
them, city officials have no choice but to attempt to
satisfy the demand.

A third area in which city officials express the
need for projects which have, in many cases, been post­
poned for several years is the improvement of water sup­
plies. Distribution systems are generally adequate, but 
many cities have an inadequate source of pure water
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This was demonstrated during the acute water shortage
which developed during the summer of 1954. In Sylacauga
and Auburn the available water supply failed completely
during the drought and other cities, Montgomery among
them, narrowly avoided a similar crisis. Birmingham was
not severely affected by the drought, but it is faced
with an acute shortage by the end of I960 if use con­
tinues to increase at its present rate. It will require
tremendous expenditures for treatment plants, pumping
stations and trunk lines to ensure an adequate water sup­
ply in these cities. Continued postponement of such im­
provements will not only retard the growth of a city but
can endanger the health and welfare of the entire com­
munity.

In addition to the above improvements which were
reported as necessary by a majority of the cities, there
were others which were less frequently mentioned. For
example, several cities require a major renovation of
their sewer systems and some are faced with the neces­
sity for sewage treatment plants. The need for the
latter is particularly acute in Anniston, Tuscaloosa,
and Decatur. Officials of a few cities indicated a need
for improved street lighting systems and storm sewer
systems although they generally agreed these projects
were more desirable than necessary.
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Public improvements are not, however, the only area
in which the cities are falling behind. Officials in most
of the cities in the 10-25,000 population class indicated
a need for expanded fire protection, new equipment and
additional personnel. The smaller cities expressed a
need for additional full-time firemen, but did not cite
inadequate equipment as a problem. A majority of the
cities report a necessity for expanding garbage collection
facilities which will require the purchase of specially
constructed trucks and the employment of additional per­
sonnel. A majority of the cities in the 5-10,000 popu­
lation class have reached the point at which larger and
better equipped police forces are necessary. Finally,
city officials frequently expressed a desire to raise
municipal salaries in order to secure and retain better
qualified personnel.

It was impossible to verify the need for additional
revenue to finance the improvements and programs cited
in the above paragraphs by any objective analysis. The
frequency with which they were mentioned by city of­
ficials interviewed gives them considerable weight, how­
ever, and there is no reason to doubt the statements of
the officials who supplied the information. Perhaps the
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most convincing evidence in support of them can be found
in the constant hunt for new revenue sources. One of
the most frequent requests made to the Alabama League of
Municipalities is for information pertinent to taxes and
charges which the municipality making the request is con­
sidering as potential sources of revenue. The elected
officials of these cities are well aware of the political
consequences of increasing taxes and tend to postpone
levying a new tax as long as possible. The fact that
they are being forced to develop new sources reflects the
inadequacy of present municipal revenues.

Effect of Inadequate Revenues.—The lack of suffi­
cient revenues to meet current demands has manifested
itself in several ways. It often forces a city to
practice false economies. The purchase of new equipment,
for example, may be postponed long after high maintenance
costs make further delay unprofitable. A second result
of insufficient revenues is the pressure it creates for
borrowing money. Periodically certain improvements must
be made and if no other source is available the city must
borrow the money. This, of course, obligates future
revenues and increases the burden of debt service charges
on current revenues. As the cities have approached their
debt limits, the need for further borrowing has fostered 
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the formation of special boards to administer certain
functions of the city—sewer and water service are the
most common examples. These boards can issue revenue
bonds not chargeable to the city's debt limit. While
this additional debt is not a general obligation of the
city, it is still an added burden on its residents who
must repay it through higher charges for these services.

Lack of revenue can also result in the lowering of
the standards of municipal services in an effort to
spread available money as far as possible. This negates
progress made in past years toward the improvement of
service standards and retards the future development of
the city. It can, for example, be a factor in the
decision of a new industry to locate elsewhere and it
may provide a convenient argument for resisting an­
nexation.

Finally, these effects are cumulative. False eco­
nomy at the present time will increase future expendi­
tures. Borrowing further obligates future revenues.
Lowering service standards will mean proportionately
greater expenditures in the future to restore them to an
adequate level. This snowballing effect will be aggra­
vated by continued increases in population and the need
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for expanding municipal services and facilities. Ulti­
mately, the situation will reach a critical point at
which progress in municipal government in terms of the
services and functions it performs will come to a halt
and may even regress. Since the basic purposes of any
city government lie in the services and function it
performs, this crisis could, in effect, lead to a break­
down of municipal government.

It is, of course, impossible to determine in advance
the exact time at which a particular city will be faced
with this crisis. Some cities are already faced with it.
Gadsden and Auburn reported substantial deficits in
their current operations for the fiscal year ending
September 30, 1954, while Tuscaloosa narrowly avoided
doing so. Decatur and Sheffield are faced with the
possibility of a deficit in the present fiscal year.
Anniston is currently considering a gross receipts sales
tax to enable the city to maintain its present service
level. Mobile avoided a deficit in 1954 by enacting a
one-cent increase in its gasoline tax for the last four
months of the fiscal year. A further crisis in the
present fiscal year has been postponed by increasing the
occupational license tax schedule upon the recommendation
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of a Citizens Advisory Committee.The fact that these
cities are already in a critical position may be taken
as an indication that others must anticipate the same
situation in the not too distant future. These cities
are among the larger municipalities included in this
survey and it may be that the problem will not develop
as rapidly in smaller cities. It seems inevitable, how­
ever, that all of them must reach this point sooner or
later. The fact that the crisis may be delayed in some
cases makes it no less urgent that a solution be found.

Factors Responsible For the Present Situation. —The
cause of the present Inadequacy of municipal revenues is
not difficult to determine. As several municipal of­
ficials stated it, Alabama’s cities are suffering from
a bad case of "growing pains." Municipal revenues
simply have not increased at a rate equal to the demands
of a growing urban population. It is true that revenues

3. On March 15, 1954, the City Commission of
Mobile created a Citizens Advisory Committee to study
the financial situation of the City and recommend changes
in the existing financial structure. The Committee sub­
mitted an interim report recommending revision of the
City’s occupational license schedule on August 30, 1954.
Its final report was submitted on December 31 > 1954.
This report will be of interest to students of municipal
government in Alabama not only for its recommendations
but because of the methods and approach used by the Com­
mittee .
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have increased substantially in the past decade, but the
increase has not been sufficient to offset the demands
for new and expanded services. It may have been suffi­
cient to maintain municipal services supplied at the
levels which existed prior to the rapid increase in popu­
lation and industrialization which developed out of World
War II. It was not enough, however, for the cities to
maintain the existing level of services. For example, it
has become necessary for many of our cities to retain
full-time firemen. Volunteer systems, formerly in use,
are no longer effective. Additional water supplies have
been required as population increases absorbed and out­
grew former systems. As more people have congregated in
urban centers, it has become necessary to give serious
thought to providing recreational facilities.

The above are only a few examples to point out the
need for the cities to expand their services, provide
better facilities for their citizens and undertake new
programs and activities to meet the demands of rapid
growth. In addition, the increase in revenues has been
offset to a considerable extent by the effects of an in­
flationary economy. At the present time the price index
as reported by the Department of Labor is approximately
10 points above that in 1949 which in itself was inflated
compared to prewar levels. Consequently, available
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revenues do not purchase as much In terms of municipal
services.

Municipal officials can probably be subjected to
criticism on the grounds that they could have avoided
many of their present problems and improved their
financial situation by more adequate planning. The
writer will agree that such planning would have been
desirable, but it should be noted that the population
increase was underway before its implications were fully
realized. Planning at such a late date would have been
of comparatively little effect. In addition, it must be
emphasized that fifteen, or even ten, years ago, Alabama
was only beginning to emerge as an urban state and was
not faced by the problems which accompany this develop­
ment. During this period, city officials have made con­
siderable progress in adopting the tools and methods of
modern municipal administration. In view of the progress
which they have achieved, one should not be too quick to
criticize them in areas where there is still room for im­
provement .

Limitations on Municipal Action. —Several factors
make it seem unlikely that the cities can improve their
financial position to any significant extent either by
increasing present levies or developing new sources of
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revenue. It has already been pointed out that municipal
taxes overlap county, State and federal taxes, and this
problem has been emphasized by recent increases in State
taxes on gasoline, beer, tobacco and liquor. It has also
been noted that municipal residents have become acutely
tax conscious through frequent contact with numerous
municipal tax levies. These facts make it politically
difficult for city officials to increase tax rates or to
levy new taxes. Moreover, in addition to this general
antipathy toward higher taxes, there is opposition to
every proposed increase from special interest groups
which would be affected, directly or Indirectly, by the
new tax.

In addition to pressure resulting from competition
for tax revenues with other levels of government, in a
very real sense there is competition between cities.
One of the most common arguments advanced against pro­
posed tax increases is the point that it will make the
tax burden in the particular city concerned higher than
that of other cities. It is claimed that this will dis­
courage economic progress by driving away new industries
and businesses, or by encouraging the growth of suburban
shopping centers located in the police jurisdiction to
obtain the benefit of lower tax rates, by fostering the
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movement of retail trade to adjoining communities, and
similar effects. The exact point at which these effects
manifest themselves has not been determined. Undoubted­
ly, under certain conditions the tax burden can become
sufficiently high to affect adversely the growth of a
city. It is the writer’s opinion, however, that this
possibility is frequently and generally exaggerated. The
important thing is that these arguments are widespread
and develop additional resistance to tax increases where
they result in higher rates than in other municipalities.
There is also an understandable reluctance on the part
of city officials to assume responsibility for a com­
paratively higher tax burden although it may in no way
reflect on their policies or administration.

In any consideration of tax increases, it must be
noted that the ad valorem tax presents a special case.
Most of the cities are already levying the maximum rate
authorized by the Constitution of Alabama, and all
cities have enacted that portion of their authorized
maximums which can be levied without the approval of
the electorate. In the few cases where the city does
not levy its full rate, city officials can only initiate
action to levy the additional rate. The final decision
will depend on the result of the election and it cannot
be assumed that a majority would vote in favor of a tax 
increase
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In the final analysis, there are only two taxes
which the cities do not commonly levy that would bring
in sufficient revenue to ease their financial situation.
A gross receipts sales tax and a payroll, or income, tax.
Both of these can be levied under the license tax statute

4as it exists. However, in addition to the pressure
against any new tax cited above, there are inherent
factors in both of these taxes that make them undesirable
on the municipal level. The sales tax is generally con­
sidered the most regressive of all taxes and municipal
officials cannot be criticized for looking upon it as a
last resort. On the other hand, while an Income tax has
considerable merit in the theory of taxation, there would
be major administrative problems in collecting this tax.

4. No Alabama municipality has enacted a payroll
earnings tax prior to this time, May, 1955. It is pos­
sible that should such a tax be enacted, the courts
might declare it an invalid exercise of the taxing power.
Lawrence K. Andrews, Legal Counsel of the Alabama League
of Municipalities, believes that this would not be the
case, however, and that such a tax could be collected
under the licensing power of the city if properly con­
structed. This is supported by the fact that the
recent controversy over this tax in Birmingham did not
develop any opposition based on legality of the tax.
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As contemplated under present enabling legislation, an
income tax must be levied as a license tax on income
earned within the corporate limits of the city. The
difficulties are obvious in those cases in which an indi­
vidual earns part of his income inside the city and part
outside its corporate limits. Another handicap is the
fact that the tax could not be levied on unearned income.
It would require a large staff to successfully administer
it as well as a detailed system of regulations to govern
its collection. It seems inevitable that many of the
issues involved could be decided only by the courts. Be­
cause of these difficulties, where it has become neces­
sary to make a choice between either of these taxes, the
decision has been in favor of the sales tax as the
easiest to administer. Birmingham is the only city which
has made an effort toward the adoption of an income tax

5ordinance.
Turning to local non-tax revenues, there are again

factors which restrict potential revenue from these
sources. Fines and costs are not revenue devices and it
is inconceivable that they be developed as such. As

5. A proposal for an income tax levied as a payroll
earnings tax was submitted to the voters of the city on
November 2, 1954, and was overwhelmingly defeated.
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pointed out in Chapter IV, there is some basis for
arguing that they have already been overdeveloped. Park­
ing meters are restricted by court rulings that meters
cannot be installed for revenue purposes and the inci­
dental monies derived from them may not exceed the cost
of the necessary regulation of parking and traffic. To
date the courts have not applied this ruling too strict­
ly,. but any increase in meter rates would almost in­
evitably be contested in the courts with a good chance
of success. The only feasible method of increasing
receipts from this source would be through expanding meter
coverage and the margin for this is already small.

It is also likely that the courts would frown on any
substantial increase in inspection fees and permits since
the theory underlying these is that a particular fee may
not exceed the cost of enforcing the regulation of which
the fee is a part.

Any increase in utility rates for the purpose of
creating surplus funds available to the city for general
expenditures would, in effect, be a form of taxation and
would be subject to the same opposition. In many cases,
the cities have placed utility systems under separate
boards to relieve the city’s debt obligation and provide 
special recognition of the problems in administering 



279

utility systems. In such cases, the relationship betvzeen
the board and its parent city may not permit transfer of
funds for this purpose. This situation appears frequent­
ly where a board has issued revenue bonds which specify
the purposes for which income from the utility may be
used.

It is possible, however, that in one instance
revenue from utilities can be increased. Natural gas
distribution systems are a new type of utility system.
Many of the municipalities which have constructed them
have made provision for the transfer of surplus funds to
the city for general purposes. As yet, the benefit of
this is confined to specific municipalities and whether
or not it can attain general significance remains to be
seen. It is unlikely that all cities will develop gas
systems, and where the system is installed as a munici­
pal utility, it will not develop surplus revenue unless
rates are set sufficiently high. As in the case of other
utilities from which surplus funds are made available to
the city, this constitutes a form of tax and may be op­
posed as such although this problem has not developed in
the cities which presently derive revenue from the
operation of natural gas systems. The explanation seems
to be that since gas systems are a new utility and the
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municipality can benefit from their operation and still

supply comparable service at rates which compare favor­
ably with private systems, the public has not become
fully aware of the situation. Future developments remain
to be seen. It is the author’s opinion that a strong
argument against the transfer of surplus funds to the city
can be advanced on the grounds that the purpose of any
public utility system is to provide service as cheaply as
possible and the city should not normally engage in its
operation as a business conducted for profit.

The most promising area for developing additional
revenue from non-tax revenue appears to be service
charges. The cities are only beginning to develop the
potentialities in this field and most of the cities could
increase revenues to some extent by enacting such charges
or increasing present rates. There are, of course,
limitations on this. The only two areas which appear to
provide substantial amounts of revenue are sewer service
and garbage collection charges. The basic importance of
both functions to the health and welfare of a municipality
raises grave doubts as to the advisability and justifi­
cation of charging for them. There is also a strong feel­
ing among city officials that revenue from these charges
should be used only to maintain the service for which the 
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fee is charged. This policy tends to limit the effective
use of this revenue although it would still ease the
strain on present income. While this attitude is not a
legal obligation, it is nonetheless an important factor.
Finally, receipts from these charges are not sufficiently
large to provide more than piecemeal, temporary financial
relief.

In view of these facts, it seems apparent that the
cities cannot take effective action on their own initi­
ative to relieve their financial difficulties. Whether
they are limited by political considerations or more
objective reasons is beside the point. Municipal of­
ficials are acutely aware of their financial problems
and, if it were possible for them to alleviate the situ­
ation through existing means, they would, in most cases,
have done so. While some individual cities have not yet
completely exhausted the possibility of improving their
situation, in most such cases the undeveloped sources
would provide insufficient revenue to alleviate sub­
stantially their problem unless the cities resort to a
sales tax or an income tax. What is needed is a large,
stable source of revenue that will produce sufficient
funds to meet current needs and a margin of surplus to
reduce the pressure on other revenue sources and enable
municipal officials to reevaluate and revise their
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revenue structure. The writer believes that past ex­
perience shows such a source is not available under the
present system and the ultimate solution of the problem
of inadequate municipal revenues will require action at
the state level.

3. Possible Programs of State Action

New Sources of Revenue.—The first possible course
of action at the state level is that the State could
authorize municipalities to develop new sources of
revenue. This approach offers little hope in view of the
fact that Alabama cities already may collect most of the
taxes and charges commonly found at the municipal level
in other states. There are some minor taxes which they
could be empowered to collect—an automobile license tax,
for example—but these would not be sufficiently pro­
ductive to result in any major improvement of the cities ’
financial situation unless collected at rates in excess
of those levied elsewhere. In addition, these new taxes
would overlap existing State taxes in most cases and it
is undesirable to add to that problem.

Surrender of State Tax Sources.—A second approach
to the problem would be for the State to abandon certain

6. Municipal Non-Property Taxes, op. cit.
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areas of taxation in order to permit more intensive de­
velopment of such sources by the cities. This would be
desirable as a measure to eliminate overlapping of taxes,
but the present status of State revenues is such that it
does not seem feasible. The increased spending programs
to which the State was committed during the first two
special sessions of the Legislature in 1955 resulted in
a rather frantic hunt for additional income at the State
level. A large part of present revenues are earmarked
for particular programs and these restrictions provide
a further obstacle to such a step. It is true that the
State could fall back on increases in other taxes to
make up the difference and the total State tax burden
would not increase. This concept has not been previously
developed in Alabama, however, and it would require a
major revision of the State’s revenue policies. It is
particularly improbable that the State would surrender
its perogatives in the field of the sales tax, the in­
come tax, or the ad valorem property tax which are the
only three sources from which the cities would receive
substantial benefit.

Increased State Aid to Municipalities. —There is
considerable sentiment on the part of municipal officials
that the State should increase the sharing of state-
collected revenues with Alabama municipalities. While it 
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is true that Alabama compares unfavorably with most other
states in this respect, it is also true that it has one
of the higher state tax burdens, ranking sixteenth from
the top in relation to all other states when tax pay-

7ments are compared with income payments in 1953. With
recent and future increases in State taxes, it is proba­
ble that Alabama will rank even higher when the next
compilation is made. On the other hand, Alabama ranks
forty-fifth on the basis of relative local tax burdens.
This indicates rather clearly that municipal tax burdens
could be Increased without becoming unduly heavy. Under
such circumstances further sharing of state-collected
taxes would be merely a subterfuge to maintain the ap­
pearance of low municipal taxes. The combined State­
municipal tax burden would be increased to offset this.
Under such circumstances it is difficult to justify an
increase in state aid to municipalities, particularly
since it would mean that non-urban residents would be
in a position of subsidizing municipal services. In
addition, state aid in place of municipal taxes has a
tendency to lessen the responsibility of municipal of­
ficials. If our cities are sincere in their desire for

7. State Government, February, 1955 cited in
Birmingham Ue'ws, March 11, 1955> Editorial.
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a greater degree of home rule they must be prepared to
assume the responsibility which it carries.

Modification of Present System.—The last program
of State action to be considered is the possibility of
modifying the present structure of municipal revenues to
make existing sources more productive. It appears that
there is considerable logic in such an approach with
respect to the ad valorem property tax. The basic
problem of inadequate municipal revenues stems from the
fact that the property tax has been abandoned as the
basis of municipal revenues with no provision for a basic
source of revenue to replace it. The only other taxes
which could approach the productivity of the ad valorem
tax at the municipal level are the sales tax and the in­
come tax. The reasons for the failure of the cities to
develop these sources have already been pointed out.
Since the low productivity of the ad valorem tax is,
therefore, the basic cause of the problem, it seems ap­
propriate that consideration be given to the possibility
of increasing municipal revenue from this source. A re­
vised property tax could supply the needed revenue on a
stable and continuing basis. It would not further com­
plicate the pattern of municipal revenues and might well
provide a basis for simplification of the present system.
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It would place no additional burden on the State, but on
the contrary, would increase State and county revenue
from this source. Since the adjustment would be made
within the existing framework of revenue, it would not
disrupt the over-all pattern as much as would other
alternatives. It will also maintain financial responsi­
bility at the municipal level.

4. Need for a Reassessment Program

It was pointed out in Chapter III that the low
productivity of the ad valorem property tax at the
municipal level is the result of two factors: rate
limitations and the low ratio of assessed value to market
value. On the surface, it would seem that the simplest
way to increase municipal revenues from this source would
be to remove the rate limitations. These restrictions
are fixed by the Constitution, however, and it would re­
quire a two-thirds vote of the Legislature to initiate
a Constitutional amendment. Assuming that this could be
accomplished over the heavy opposition that would develop
it would then be necessary to obtain approval of the
amendment in a state-wide referendum before it would be­
come effective. It is doubtful that such an effort would 
be successful. It is also probable that, if such an 



287

amendment should be passed, it would contain a clause re­
quiring municipal officials to obtain the approval of the
electorate before enacting any rate Increases beyond the
present level. Even if this should not be the case,
there still remains the question of whether or not
municipal officials would take the unpopular step of
levying additional taxes. Finally, while such a step
could lead to an increase in municipal revenues, it would
not remove the basic defects in the administration of the
property tax in Alabama under the present system.

There are, of course, no sound Justifications for
the limitations on municipal property tax rates. They
limit the amount of revenue which the cities derive from
this source, and they are contrary to the concept of
municipal home rule. It is essential that if Alabama
cities and towns are to be given a greater degree of
freedom in governing themselves, they be allowed to de­
velop their revenue structure in the manner which they
determine is best suited to their local situation.
Certainly, property tax rate limitations are a major
handicap from this point of view and they should be
eliminated. It appears more desirable at this time, how­
ever, to concentrate on a reassessment program. Such a
program will ensure the additional revenue needed by the 
cities and will eliminate the basic inequities of the 



288

present property tax system. The removal of rate limi­
tations would not ensure that revenues would increase, and
it would not eliminate the inequities inherent in the
present system. For political reasons, it is most un­
likely that both reforms could be achieved at the same
time, and it seems advisable to concentrate on a reassess­
ment program as the primary objective. An additional
reason for making this the first step is that if rate
limitations were removed and revenue from this source in­
creased, the arguments in favor of a reassessment program
would be weakened.

It has been pointed out that the low ratio of as­
sessed value to market value has made the property tax
far less productive than it could be even under the
present rate restrictions and that considerable inequal­
ity existed between the assessment ratio in the 27 counties
in which the municipalities included in this study are
located. In 1947, an Interim Committee of the 1945 Legis­
lature published a lengthy report on the State revenue
system and included therein some very pertinent obser-

o
vations on the administration of the ad valorem tax.

8. The Alabama Revenue System, A Report of the
Revenue Survey Committee, An Interim Committee of the
1945 Legislature (Montgomery: 1947), p. 70 et seq.
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This report clearly demonstrated that the present system
of property assessment resulted in inequities of several
types. There are pronounced variations between the
assessment ratio of different types of property within
the same taxing jurisdiction. For example, urban proper­
ty is commonly assessed at a higher ratio than rural or
commercial property. There were also differences in the
assessment ratio among the different kinds of property.
Personal property, for example, was generally assessed
at a lower ratio than real property. Comparison of sale
prices and appraised value indicated that there are in­
equities in the assessments of properties having dif­
ferent values. A house worth $20,000 may be assessed at
only twenty per cent of its market value while a house
valued at only $2,000 may be assessed for 35 or ^0 per
cent of its market value. In many cases, the reverse
situation prevailed. Finally, the assessment ratio
varies widely among different assessment districts. In
all districts, however, the Committee found overwhelming
evidence that the ratio of assessed value to market
value is far below the 60 per cent rate established by
statute. It is most unusual for the ratio to be as high 
as 30 per cent
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In fixing the causes of this situation, the Committee
pointed out that assessments are based on the figures
given by the taxpayer and not by any uniform system of
appraisal. The assessor is not required to inspect the
property or obtain any descriptive material other than
insurance coverage. It emphasized the fact that the of­
fice of tax assessor has been reduced to little more than
a clerical position. The actual assessment is fixed by
the Board of Equalization which no longer functions pri­
marily as a review agency but has, in effect, assumed the
assessment function. Even if this were not the case, the
requirement that the prior year's assessment of real
property is prima facie evidence of its current value
would prevent the assessor from keeping property valu­
ations up to date.

In the course of its analysis, the Committee con­
cluded that both the county Boards of Equalization and
the Commissioner of Revenue at the State level had ade­
quate powers to improve the assessment process. It
pointed out that the former are empowered to provide for
an inventory of all property in the county, a step which
could encompass a complete reassessment program. The
Commissioner of Revenue is empowered to exercise both 
general and complete supervision and control over the 
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valuation, equalization and assessment of property and
he, too, could initiate a reassessment program. The Com­
mittee further noted, however, that no action had been
taken toward a reassessment program except in Jefferson

9County. Whether or not the Boards of Equalization and
the Commissioner of Revenue may act to improve the assess­
ment of property is, in the opinion of the writer, a moot
question in view of the fact they have not done so. It
is significant that the Committee concluded the situation
had deteriorated to the point that these agencies could
no longer take effective action and called for a state
wide reassessment program to be Initiated by legislative
action.

5. Proposed Reassessment Program

It is unnecessary to discuss the reasons for past
failure to develop a comprehensive reassessment program.
The need for such a program is obvious, and the important
consideration is what must be done to achieve it. The
Revenue Survey Committee of the 1945 Legislature made
very general recommendations in this area, calling for a

9. Since the Committee issued its report Mobile
County has also undertaken a reassessment program. It
was initiated in 1950 and was substantially completed in
1954.
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program to be accomplished by the end of ten years. To
carry out the program, the Committee recommended that a
new division be established in the Department of Revenue
to prepare the standards and procedures for the instal­
lation of the unit system of assessment, to supervise
its installation and continued operation, and to retain
an adequate staff of technically trained personnel to
administer the program. In addition, the Committee
recommended the repeal of the original assessment
function of the county Boards of Equalization. The
writer agrees with the general recommendations of the
Committee but is of the opinion they are too vague to
be effective. In the following paragraphs a more spe­
cific program will be outlined.

Assessment Ratio.—The first consideration in any
reassessment program is the assessment ratio. At the
present time, property in Alabama is generally assessed
at less than 30 per cent of its market value. Since
existing statutes authorize a ratio of 60 per cent, there
is room for a substantial increase in assessments without
raising the legal ratio. It is estimated that if present
assessments were raised to this 60 per cent level, proper­
ty tax receipts would at least be doubled in all counties
except Jefferson and Mobile and in many cases would be
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tripled. This amount of revenue should be adequate to
meet the needs of the cities and would result in sub­
stantial increases in county, school-district, and State
revenues. Thus, there appears to be no immediate need
for increasing the ratio of assessed value to market
value as fixed by law.

Assessment Procedures.—The second consideration in
a reassessment program is the formulation of standardized
assessment procedures. At the present time there is no
standard system of determining the value of property for
assessment purposes in Alabama, and lack of such a system
is the major cause of the widespread Inequities which
exist. The Revenue Survey Committee recommended the unit
system of assessment and pointed out that it is the
method recommended by the National Association of Assess­
ing Officers."^ Under this system a basic classification

schedule is adopted and a unit cost determined for the
property in each classification. The valuation of a
given piece of property is then determined by fitting it
into the proper classification and applying the unit cost
determined by the schedule. For example, houses can be
classified into several groups: brick-veneer, wood-frame,

10. Revenue Survey Committee, op. cit., p. 92.
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concrete-block, etc. A unit cost is determined for each
type of house, most frequently computed on the basis of
cost per square or cubic foot. In making the assessment,
the assessor classifies the house in the property cate­
gory, determines the number of units it contains, and
multiplies this number by the unit cost to determine the
value of the house. If it is determined that a brick­
veneer house costs ten dollars per square foot to con­
struct, and a particular brick-veneer house contains
2,000 square feet, it would be valued at $10,000. This,
of course, is a greatly simplified example since many
other considerations must be applied in determining the
unit cost: the type of heating system, number of baths,
location and other factors. It does, however, illus­
trate the principle of the unit system.

It is not an easy task to establish the basic
classifications and determine the factors which affect
the unit cost of property within each of them. For
example, urban land values will differ greatly from
rural land values, and will vary with the size of the
city. Buildings and improvements will vary in the same
way. Nonetheless, experienced and qualified assessors
can develop a highly accurate and nearly all-inclusive
classification system with valid unit costs. It may not
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always be completely and precisely accurate in maintain­
ing the ratio of assessed to actual value between property
of different types, and it may sometimes vary slightly
from the current market value. No assessment system can,
however, be completely accurate in these respects. The
unit system would eliminate variations in the assessment
ratio between counties if applied on a state wide basis.
In addition, it is a simple and speedy method of fixing
valuations once the property has been classified.

Certain types of property cannot, of course, be
assessed by the unit method. Probably the most notable
exceptions are public utilities, industrial properties,
and personal property. In the case of public utilities
there are three methods of determining the value of
property—book value, i.e. the value based on stocks and
bonds issued by the utility corporation; a valuation
based on capitalization of earnings over a stated period
of time; and valuation based on reproduction cost of the
utility system. All three of these are extremely complex
and the author cannot attempt to evaluate their relative
merit. Each has advantages and disadvantages, and each
of them may be applied more equitably to one type of
utility than another. The present system of utility 
assessment in Alabama attempts to consider all three 



296

factors in each case, but it has been pointed out that
this approach is far from perfect.11

No accurate, comprehensive method of standardized
assessment procedures has been developed for industrial
property. This is perhaps inevitable in view of the
fact that the type of buildings and equipment are highly
specialized and vary greatly from one industry to another.
Some authorities indicate that original cost less
depreciation may be a sound basis for the assessment of
industrial property, but the most common practice is to
have each Industrial plant assessed individually by
personnel trained in this field.

Personal property can be broken down into two types,
tangible and intangible. The valuation of certain types
of tangible property can be standardized, such as motor
vehicles and some items of machinery and equipment
which can be assessed on the basis of current market
prices for second hand items. Where machinery and equip­
ment cannot be standardized, fairly accurate assessments
may be determined on the basis of original cost with

11. Paul E. Alyea, Assessment of Public Utilities
in Alabama (Bureau of Public Administration, University
oT Alabama: 1952), pp. 135 et seq.
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proper allowance for depreciation. Raw materials and
stock in trade are generally Inventoried at cost price
or market value, whichever is lower. While this system
may not result in a completely accurate valuation, it
provides an objective basis for assessment and ensures
the taxpayer the benefit of any doubt which might exist.
The assessment may be based on average Inventory over the
year, but this is not always feasible since the records
of the taxpayer may not permit this. The most common
practice is to determine the inventory at a given time—
January 1 being the simplest since it usually coincides
with the inventory of the taxpayer for his business pur­
poses. Items in the process of manufacture—goods in
process as they are commonly called—are more difficult
to assess, but one standard method is to fix their value
at the cost of the raw materials plus the labor applied
to them. Finished goods, of course, are valued at their
sale price. Actually, the assessment of raw materials,
stock in trade, goods in process, and finished goods do
not present a major assessment problem since they are in
most cases exempt from ad valorem taxes. They do il­
lustrate the point that standard assessment practices can

12
be developed even where the unit system cannot be applied.

12. Municipal Finance Administration, Fourth Edi­
tion (Chicago: International City Managers' Association,
!9^9)> pp. 271 et seq.
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Household goods are probably the most difficult item
of tangible personal property to assess. It is difficult
to set up an inspection system that will prevent evasion,
and even when the property is viewed by an appraiser it
is difficult to fix its value. If this property is to
be taxed, it appears that the most equitable and certain­
ly the simplest method of assessment is based on the fact
that the value of household furnishings, clothes, etc.,
bears an established relationship to the value of the
home. The most common assumption is that the furnish­
ings are worth about fifteen per cent of the value of
the house or 10 per cent of the value of the house and

13land combined. The chief difficulty of this system
would seem to be centered around those cases in which
the taxpayer does not own his home and, consequently,
the value of the furnishings may not have this ratio to
the value of the house. Such discrepancies, however,
might be no greater than the normal variations attending
home ownership. Again, it may not be completely ac­
curate, but this system provides an objective method of
determining the value of the property concerned. In the
opinion of the writer, this method should be given

13. Ibid., p. 274.
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careful consideration if personal property is to continue
to be taxed. However, serious thought should be given to
advisability of excluding household furnishings from
taxation.

In regard to the assessment of intangible personal
property, again there are several standard methods of
reaching a valuation—market value, book value, and par
value. Par value is the simplest of the three methods
since it accepts the face value of the stocks or bonds
for assessment purposes. Book value is generally assumed
to be the value ascribed to the stocks or bonds in the
liability accounts of the issuing corporation. It is
most easily obtained by adding the stated amounts of
capital, surplus, undivided profits and reserves which
accrue to the benefit of the stock or bondholder. Market
value, of course, is the price the stocks or bonds would
bring if sold on the open market at prevailing prices.
Where they are listed on an exchange, the market price
is readily determined. In other cases, it can be de­
termined by a process of capitalization of earnings. It
appears that market value is the most desirable basis for
assessing intangible property. Both book and par value
vary from the market value at various times. The owner
of one type of stock may find it assessed at more than 
its current value while another individual may own 
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different stock assessed at less than its current value
under either of these methods.1^

This is by no means a complete analysis of assess­
ment standards and methods. Rather, the writer desires
only to point out briefly the major types of property to
be assessed and some of the factors involved in each
case. How far the legislature should go in establishing
the method or standard to be used in each case is a
question open to debate. In view of the many complex and
technical factors involved, it would seem that the Legis­
lature might content itself with establishing the basic
standards where there is a standard method of assessment.
Very definitely it should provide for the assessment of
real property by the unit method excepting utility,
industrial and personal property. It would seem feasible
that the Legislature also specify the general approach to
public utility assessment provided it secured competent
and technical advice in determining which of the alter­
native methods or combination of them is most equitable
and accurate. Since it is unlikely that the exemption
of raw materials, stock in trade, and goods in process
or finished and awaiting shipments will be repealed this
may not be an area of major concern. Should the

14. Ibid.
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necessary Constitutional and statutory changes be enacted
to make them subject to the ad valorem tax, there are
standard methods of assessment which the Legislature could
prescribe. If household furnishings are to be taxed, it
is recommended that the Legislature prescribe the method
which assumes that they bear a relationship to the value
of the house in which the owner resides. Ten per cent
would seem a reasonable ratio but a more detailed analysis
would be required before reaching a final conclusion. It
seems most equitable to assess intangible property on the
basis of its market value. In the case of industrial
property and types of machinery and equipment which can­
not be standardized, it will be necessary for the Legis­
lature to rely on the discretion of the assessor.

The writer is not prepared to state that the above
methods of assessment are the best in all cases with the
exception of the unit system as applied to the assessment
of real property apart from utilities and industrial
property. In other instances the technical considerations
involved are beyond the writer's knowledge and the
standards indicated are those which seem, at least on the
surface, most accurate and equitable as well as easy to
administer. It is possible that experts in the field of
assessment would disagree with these methods. Certainly,
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the Legislature should secure the advice of such experts
before making its decision. The important thing is that
the Legislature adopt standard procedures wherever possi­
ble. These procedures should be incorporated in
statutes outlining the assessment process so that tax
assessors will have no choice but to follow them. This
does not mean that the Legislature should outline all
the details of the process, but there should be no room
for doubt with respect to the basic principles to be
followed. The mechanics of the method should be left
to the discretion of the director of the assessment
division who, presumably, will be better qualified to set
up administrative details.

Organization of the Assessment Process. —Having con­
sidered the ratio of assessed value to actual value and
various assessment procedures, the next step Involves
the establishment of an organization to carry out the
reassessment program. The most basic question at this
point is at what level of government the assessment
function should be accomplished. It seems desirable that
the present system be followed wherever possible. To the
extent this can be done without endangering the reassess­
ment program, it will tend to minimize potential argu­
ments for opposing the program. This approach applied to
this particular point means that the basic assessment unit 
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will continue to be the county with the assessment unit
of the Department of Revenue operating in a supervisory
capacity at the State level.

This assessment unit at the State level should be
organized as a division of the Department of Revenue in
the same manner as the present Sales Tax or Gasoline Tax
Divisions under the general control of the Commissioner
of Revenue. This division would be responsible for de­
termining the detailed procedures, forms, and records to
ensure the complete listing of taxable property and its
accurate assessment. The classifications and unit values
to be used in the assessment of real property would also
be set up by this central office as would the standard
values to be used in assessing motor vehicles and other
property subject to uniform valuations. Utility systems
will continue to be assessed at the State level, and the
original assessment of intangible properties would also
be made by this unit. This seems desirable in view of
the technical problems involved in assessing both types
of property and the fact that their assessment necessi­
tates some activity outside the State. In addition to
these other functions, this central office will also
supervise the assessment process at the county level,
consulting with county assessors as problems arise and
making certain they maintain the standards outlined by
the Legislature.
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Apart from the assessment of utility systems and
intangible property, responsibility for making all
original assessments would rest on the county tax as­
sessor who would accomplish them in accordance with the
standards and policies established by the assessment
division of the Department of Revenue. This plan will
help counteract the tendency toward centralization that
will develop from the establishment of more State control
over the assessment process, and it will relieve the
central office of a vast amount of detailed work which it
is not essential to perform at the State level. It will
also provide a sound basis for turning the assessment
function over to the counties should the State, at some
future time, abandon the property tax. Finally, it will
facilitate the function of review and equalization.

The internal organization of the State assessment
office can take several forms, and a good deal of dis­
cretion should be given to its director in determining
the system that will best accomplish the job. It would
seem, however, that special units might be set up to
assess utilities and intangible property. Another unit
might be responsible for the formulation and continuous
revision of the classifications and unit values to be
used in the assessment of real property. A special 
section might also be organized to concentrate its 
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efforts on the improvement of methods and procedures of
assessment. And finally, the central office should
maintain a nucleus of individuals who are expert in the
assessment of each type of property, particularly in­
dustrial property and other types not subject to
standardized assessment. These people would be available
to consult with the county assessors on specific problems
and to assist in developing standards and policies appli­
cable to particular types of property.

On the county level such specialization should not
be necessary and probably would not be economical. It

»
will be necessary, however, for the county assessor to
have a sufficient staff to perform adequately the assess­
ment function. It would be possible to set up districts
within each county and assign one assessor to each, but
the advantages of this might be offset by the loss of
flexibility and excessive decentralization. If the
county assessor is a competent administrator, he will be
able to utilize his staff more effectively at the county
level than by breaking it into units.

Review and Equalization.—It will be necessary, of
course, to provide for review and equalization of assess­
ments since complaints will develop under the best system
of assessment. For this purpose, and this purpose only,
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the present county Boards of Equalization should be ade­
quate for review at the county level. To accomplish this,
they must be given the power to change assessments, but
the law should provide that they cannot decrease an
assessment to the point the assessed value becomes less
than the mandatory sixty per cent ratio. In short, they
should be able to change an assessment where it appears
that the unit system or other standard of assessment has
not been accurately applied or where unique circumstances
result in an inequitable assessment based on standard
procedures. They should have no power to change the
method of assessment. To ensure that their review power
is not abused, there should be a State Board of Equali­
zation and the county assessor should be able to appeal
to this board where he feels the board of equalization
has ruled incorrectly.

At the same time, the individual seeking a readjust­
ment should also have the power of appeal to this State
Board and beyond it to the courts. He should bear the
full cost of his appeal in all cases, however. In hear­
ing appeals from county boards, it may prove desirable to
use the system adopted by some of the federal regulatory
commissions in which one member of the commission pre­
sides over a preliminary hearing and the commission as
a whole bases its action on the recommendation of this
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member and the summary of the proceedings. In addition
to hearing appeals, the state Board of Equalization should
be the primary review agency for assessments originally
made at the State level and in this case complainants
would have further recourse to the Courts, again at their
own cost. All Boards of Equalization should be able to
call upon experts in the State Assessment Division for
advice and information. The State Board of Equalization
should further be empowered to obtain the services of
consultants where the desired experts are not available
at the State level or where a more objective opinion is
desirable.

Personnel.—One factor will be of paramount im­
portance in determining the success of any reassessment
program and that is the calibre of the personnel. To
obtain properly qualified personnel and reduce political
considerations to a minimum, it seems desirable that all
the personnel be secured through the civil service
system. The chief of the Assessment Division should be
appointed by the Commissioner of Revenue in accordance
with standard merit system procedure. The Commissioner
would also appoint the county tax assessor on the same
basis. Subordinate personnel would also be placed under
the merit system, including those hired at the county
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level. In all cases, of course, recruitment, examination
and selection should be handled by the State Personnel
Board. It will not be an easy task to establish eligi­
bility standards for some of these positions, particular­
ly the chief of the Assessment Division and the corps of
experts maintained at the State level. In these positions,
experience will probably become the basic factor in de­
termining qualifications rather than an examination. It
should be possible, however, to develop adequate selection
procedures through study of experience in other states and
some experimentation.

The proposal that county assessors and their staff
be appointed under the merit system will undoubtedly re­
sult in opposition from county officials, particularly
present assessors who are elected for a six year term.
One possible method of avoiding this opposition would be
to give the present assessors an opportunity to qualify
for civil service appointment. It would seem that two
years is a sufficient length of time for them to meet
the necessary qualifications, and any assessor who
qualified within this period would be automatically ap­
pointed to the position under the merit system. To as­
sist the present assessors to qualify, the State Assess­
ment Division could conduct a training program for them.
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Should it develop that properly trained and quali­
fied personnel cannot be secured through normal methods
of recruitment, the State Assessment Division, in co­
operation with the Personnel Board, should give serious
thought to the possibilities of in-service training
programs to develop a competent staff. This would be of
little value in securing the necessary core of experienced
and expert individuals at the state level, but it could
be most effective if filling staff positions at the
county level. Since it is unlikely that properly quali­
fied individuals can be secured in all cases from within
the State to fill the positions at the State level, any
restrictions on recruitment of personnel outside the
State should be removed.

As a final point in the discussion of personnel, it
need hardly be emphasized that competent personnel can­
not be attracted and retained with inadequate salaries.
It will be necessary, moreover, to equip the assessor's
office with the necessary facilities for maintaining
adequate records, to provide sufficient office space and
to establish adequate expense accounts.

Seven Year P.rogram.—The time element is another
factor which must be taken into consideration in setting
up a reassessment program. The Revenue Survey Committee
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in its 1947 report concluded that a ten year period

should be allocated to a reassessment program, with the
new valuations being adopted county by county as they
are completed. This would have resulted in major in­
equities as those counties in which the reassessment
process was first completed would pay increased taxes
during the period in which the program was being com­
pleted in other counties. Any reassessment will, of
course, require a considerable amount of time, but the
writer believes that a reassessment program as outlined
in the previous sections could be accomplished within
five years of the installation of the program. This will
be in addition to the time required to organize the
central assessment office and develop the necessary
standards. It is estimated that this would take a maxi­
mum of two years and that within seven years the entire
program could be completed. Obviously, this does not
solve the problem of the time lapse between completion
of the reassessment program in one county as compared
with another. It would be possible to provide that the
reassessed values not become effective until the entire
program is completed, but this plan would not provide the
immediate financial relief which the cities require, and
in five years many valuations would be outdated.
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As an alternative, it is recommended that the first
task of the State Assessment Division be to make a survey
of the present assessment ratio in each county for each
type of property and determine the average ratio of
assessed value to actual value in each case. This could
be accomplished during the two year period allocated for
the organization of this office if necessary by hiring
temporary personnel. On the basis of these findings,
present assessments could be arbitrarily raised to the
sixty per cent ratio which is the ultimate goal of the
reassessment program. For example, if it is determined
that urban homes are generally assessed at 30 per cent
of their actual value, the present valuation of all urban
homes would be doubled. As each piece of property is re­
assessed, the new assessment could then take effect im­
mediately. This solution is admittedly an arbitrary one
and would result in some inequities. They would be of
relatively short duration, however, and it might be pos­
sible to provide an appeal from this arbitrary valuation.
This could be done by providing that when a property
owner files a protest against this temporary assessment,
his property would be reassessed according to the standard
system within a specified period of time, possibly 30 days.
The danger in this system would be that the number of



312

protests could be so great that it would be impossible to
follow the planned schedule of reassessments.

A Continuing Program.--The Legislature must not
merely provide that the initial reassessment be accomplish­
ed and all property subject to the tax be reassessed at
sixty per cent of its full value by a specified date. It
must also ensure the continuation of the program. The
statutes providing for the reassessment should provide
that once the initial revaluation is accomplished, a con­
tinuous program be set up that will ensure the revalu­
ation of all property every five years. The Commissioner
of Revenue should be empowered to employ special as­
sistants as he deems necessary to review the assessment
ratio of all types of property subject to the ad valorem
tax. The chief of the Assessment Division will, of
course, maintain a continuous check on the assessment
process at the county level to make sure all property is
inventoried and assessed. This periodic, statewide re­
view by the Commissioner of Revenue is merely an added
precaution.

No claim is made that the reassessment program out­
lined here will provide a perfect solution to the problem
of property assessment. It is doubtful that a perfect
system can be devised. This program would, however, do 
much to eliminate the present defects of the assessment 
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process in Alabama and place assessments on a realistic
and equitable level. It is intended that it be a static
system and it can be improved after it is established as
the need or desirability for changes appears. Certainly,
it is a basic step toward an objective, non-political
assessment system administered by competent and ex­
perienced personnel.

These suggestions will not be easily put into effect.
The program is a drastic one, justified on the grounds
that the present situation calls for drastic measures.
Opposition will be strong and active, and it will be
necessary to overcome this opposition in the Legislature.
It is the writer’s opinion that the necessary legislation
to set up the program can be obtained despite such op­
position. At the present time, Alabama schools and
municipalities are in acute need of additional revenue.
Both groups can marshall strong forces to support their
demands. In addition, the State itself is seeking addi­
tional revenue and would benefit substantially from a
reassessment program. While counties may not have the
same need for more money, it is unlikely that they would
refuse it. At no time before has the situation in Alabama
been so favorable toward property tax reassessment and the
effort to achieve it should be Initiated at this time.
Since the Governor and his administration leaders in the
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Legislature are in the best position to organize and direct
the efforts to set up a reassessment program, it would ap­
pear that the program would have a better chance of suc­
cess if initiated by them with the support of educational
and municipal leaders. It is obvious that this program
would do much to alleviate the financial problems of the
municipalities. In a statement to the Senate Finance and
Taxation Committee, Ed. E. Reid, Executive Director of
the Alabama League of Municipalities, informed the group
that on the basis of the best estimates available, Ala­
bama’s towns and cities need an additional $15,000,000
in annual revenue for the next several years to bring
their services and facilities to a level adequate for the
needs and demands of their growing population. He further
informed the group that it was the intention of the League
to sponsor measures in the 1955 Regular Session of Legis­
lature for the State to increase its assistance to its
municipalities by one-half this amount—an additional
$7,500,000 per year.1^ It has been pointed out that a

reassessment program which would assess all property at
60 per cent of its market value would more than double

15. Statement by Ed E. Reid, Executive Director,
Alabama League of Municipalities, presented to the
Senate Committee on Finance and Taxation of the Alabama
Legislature, March 23, 1955.
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municipal receipts from this tax. This would mean an
additional ten million dollars per year for the 39 cities
included in this survey. While figures are not available
for other cities and towns, it appears probable that this
increase in ad valorem tax receipts would produce more
than the minimum $15,000,000 required by the municipali­
ties. This would remove the necessity for increased
financial assistance from the State.

6. Alternatives to a Reassessment Program

In the event a reassessment program cannot be imple­
mented, the Legislature must either consider alternative
means of improving the financial situation of Alabama
cities or completely ignore its responsibilities toward
them. There is, of course, no doubt that the State does
have considerable responsibility for the welfare of its
municipalities. Legally and historically, they are
creatures of the State. From a more practical point of
view, over forty-three per cent of the citizens of the
State reside inside the corporate limits of its munici­
palities. While the exact figure is uncertain, it seems
probable that at least another ten per cent reside in
suburban areas immediately surrounding these cities and
are residents of them in all but the legal sense. Thus, 
it can be said that over 50 per cent of the population of 
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the State resides in towns and cities. Since the oper­

ations of municipal government through the services and
facilities which it supplies are vital to the health,
safety and welfare of these people, the State must have
an interest in assuring their continuation on adequate
levels. As the percentage of urban population increases,
the municipalities will assume more and more significance
in the political, social, cultural and economic patterns
of the State. It seems inevitable that the future eco­
nomic development of the State will, in the final
analysis, manifest itself primarily at the municipal
level. Failure on the part of the cities to fulfill the
responsibilities thrust upon them will be a major handi­
cap to such development. In short, it is clearly in the
interest of the general welfare of the entire State to
maintain the standards of municipal governmental activi­
ties at a level which will at least meet the minimum
needs of urban residents.

If the Legislature accepts this responsibility but
does not authorize a reassessment program, alternative
approaches to the problem are limited. It has already
been pointed out that authorizing new taxes would be of
little value. The tax base of Alabama cities already
encompasses almost all the taxes which are considered
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feasible at the municipal level and those which they may
not collect at the present time would not bring in suf­
ficient revenue to be of much help. It is apparent that
the State cannot abandon any source of taxation to permit
more intensive development of the source by municipalities
without compensating for it by increasing revenue from
other sources. The net result would be the same as if it
merely enacted tax increases and distributed the funds to
the cities. Either approach will increase the combined
State-local tax burden. In view of the fact that nearly
all State taxes are earmarked, the simplest procedure
would be for the State to increase financial aid to the
municipalities. Additional supporting arguments may be
based on the fact that even if the State should surrender
a particular tax, city officials would still be faced
with the problem of enacting higher rates at the munici­
pal level. Opposition to such increases would remain
strong despite relief from State taxes on the particular
item concerned. Most of the taxes available to munici­
palities can be administered more efficiently at the
State level. Finally, the only two taxes which would
develop the required amount of revenue are the general
sales tax and the income tax. The possibility of the
State surrendering one of these sources is so slight as
to be non-existent.
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It seems, therefore, that if the Legislature will
not bring the property tax to the desired level, the most
workable alternative will be for it to increase municipal
sharing of state-collected taxes. The disadvantages and
criticisms of this solution have already been pointed out.

7. Facilitating Municipal Income Tax Levies

Assuming that the cities are forced to rely entirely
on their own resources, it has been pointed out that only
two large sources of revenue remain open to them. These
are a sales tax or an income tax. Both of these taxes
have disadvantages. Despite its regressive character­
istics, the sales tax has, prior to this time, been the
choice of municipal officials when faced with the neces­
sity for adopting one of these two taxes because of the
problems involved in collecting an income tax. Since
the income tax is a more equitable levy, it would seem
to be desirable to encourage its adoption and halt this
trend toward the gross receipts sales tax. It is sug­
gested, therefore, that the Legislature take steps to
permit the cities to collect an income tax more readily
than under the present system. Specifically, this would
require that it authorize the cities to levy a direct
income tax, rather than collect it under the licensing
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power as a payroll earnings tax. Further, the enabling
statute should give municipal officials access to the
files of the Income Tax Division of the Department of
Revenue as a means of checking evasion. This has worked
effectively in the case of the sales tax and has placed
no additional burden on the State. These steps would
eliminate the administrative difficulties of the income
tax and make it more feasible at the municipal level.
It would also enable the city to tax those people who live
in the city but work outside its corporate limits and to
tax unearned income. The basic disadvantage of such a
tax is that it would not reach those people living outside
the corporate limits of the city but are employed within
them. In the writer's opinion, however, the progressive
nature of .the income tax outweighs this defect when com­
pared with the sales tax as an alternative. In any event,
this change would at least permit the cities to give
serious consideration to an income tax as an alternative
which is not feasible at the present time.

8. Responsibility of the Cities

In the event a reassessment program is accomplished,
many cities will find their total revenues increased by
as much as 30 per cent. It seems likely that this result
will have two major effects. One will be a tendency on 
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the part of municipal officials to undertake new spending
programs. The second will be a widespread demand for
reducing existing taxes, including the rate of the
property tax. Unless these effects are controlled, the
cities may again find themselves in the same situation
as at present with insufficient revenues to meet the de­
mands made upon them. To avoid this, municipal officials
must use caution and restraint in determining what action
shall be taken in view of the improved financial situation
of their cities.

The first consideration of municipal officials should
be the determination of how much of this increased revenue
is needed to catch up on essential public improvements and
expansion of service facilities. They should clearly
define the minimum standards which they feel will meet
the needs of their respective cities. On the basis of
these clearly defined needs, they should draw up a program
of spending which, when completed, will achieve these
minimum standards. Each public improvement project should
be assigned a priority along with major items of expendi­
ture for new equipment. This would, in effect, be a very
broad capital budget and such planning will provide a
guide to enable the municipalities to obtain the maximum
benefit from their increased revenue. A city must, of
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course, consider not only present needs but future needs
which will develop during the years this program is being
accomplished to ensure that when it is completed the de­
sired minimum standards will be attained in all cases.
The exact length of time required to complete the program
will vary from one city to another. In general, a five-
year period should see most of the cities completing
their major projects, but in no case should the city at­
tempt to achieve too much in too short a time. So far as
possible, expenditures should be on a pay-as-you-go basis,
and the increased revenue should be encumbered by borrow­
ing only where there is no alternative. Not only will
borrowing have a tendency to encourage the cities to
undertake a more extensive program than they can afford,
but gradually the money will become encumbered to debt
service requirements and less and less will be available
to the cities for current needs. The program should be
planned so that when it is completed as much as possible
of this increased revenue will be available in the form
of current, unencumbered receipts.

Upon completion of this program, the cities should
then be in the position of having a substantial surplus
in current revenues. Normally., there will be three
factors to be considered in its disposition. First, 
having achieved a minimum standard of services and 
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facilities, city officials must consider demands for
raising the level of municipal services and facilities.
Second, they must consider future requirements of the
city, and, finally, the possibility of reducing taxes.
Priority should be given to future needs in order to
maintain the minimum standards already established and to
avoid the possibility of falling behind once more. Again,
the cities should make use of the procedures of capital
budgeting and make every possible effort to keep borrow­
ing to a minimum. Demands for increasing service levels
will have to be balanced, however, against demands for
decreased taxes, and the decision will depend entirely on
the local situation. At this point, municipal officials
might effectively utilize the device of a citizen’s com­
mittee to study alternative courses of action. Such a
committee might also be helpful in developing the
original program to attain minimum standards.

In considering tax cuts, officials should carefully
study their over-all revenue pattern before making a
final decision and the policies which they adopt should
be based on the particular situation of their city. It
is difficult, if not impossible, to set up any detailed
guides for such action. Some general observations can
be made, however. In view of the extremely regressive
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nature of the sales tax, those cities which have enacted
it should probably consider its repeal as the first goal
of any tax reduction program. They should also examine
the occupational license tax to determine whether or not
rate reductions would be advisable in the interests of
the economic development of the city. In view of the
vital nature of garbage collection to the health of the
city, repeal of service charges for garbage collection
might well be another major consideration. Since sewer
service charges are normally pledged to service revenue
bonds, they cannot be altered. With respect to the
selected license taxes, it is difficult to say which, if
any, should be repealed in preference to the others. It
is the writer’s opinion that the gasoline tax is closest
to being a tax on an essential item and certainly it
represents the largest burden on the taxpayers. On this
basis, it could be argued that it should be the first of
these taxes to be repealed.

In any decision to reduce taxes, city officials must
make certain that the surplus available from increased
property tax receipts is sufficient to offset the loss of
revenue from the repeal or reduction of any other tax.
In no case should they consider reducing the property tax
rate. The present situation results from the fact that, 
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without the property tax as the basic item in their
revenue structure, the cities have been forced to expand
into other areas of taxation which are not adequate to
offset the low productivity of the ad valorem tax. Any
future reductions in the rate of this tax would have a
definite tendency to offset the benefits resulting from
a reassessment program.

9. The Need for Standard Accounting Procedures
and Centralized Reporting

Two major problems confronted the writer in the
process of collecting the statistical data on which this
study is based. The first of these was the fact that
financial reports of all the cities included herein are
not collected and retained at any one point. The Alabama
League of Municipalities has in its files the most com­
plete collection of annual audit reports which the author
was able to locate, but even it contained few of the re­
ports needed. To obtain them, it was necessary to
contact municipal officials directly and explain at some
length the purpose for which they were needed. In
several cases, municipal officials would not entrust the
reports to the mail and it was necessary to extract the
data upon visiting the cities. In others, reports were
loaned to the writer for a limited period only.
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Once the reports were obtained, the lack of uni­
formity in the classification of revenues and the manner
of presentation made it extremely difficult to derive
from them the information required to formulate valid
comparisons. A large part of the time spent in inter­
viewing city officials was occupied with checking the
accuracy of the writer’s interpretation of revenue
figures.

Had this information been available at a central
point in standard form for each city, the time required
for preliminary field work could have been substantially
reduced. Moreover, it would make it possible to review
periodically the pattern of municipal revenues and note
any new trends and developments. As the situation stands
at present, this can only be accomplished on a spot-check
basis or by repeating the field work involved in this
study. It is recommended, therefore, that the Legislature
consider the possibility of standardizing municipal ac­
counts and direct the Office of the Examiner of Accounts
to supervise the installation of such a system. It should
further require that each city file a copy of its annual
audit report with the Office. On the basis of these re­
ports, that office should also undertake to publish a
comprehensive statistical summary of municipal revenues
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and expenditures at least every two years. In formulat­
ing a standard accounting system, municipal officials
should be consulted to ensure that the system establish­
ed will recognize common practices presently in use and
allow for any unique situations which may exist among the
several municipalities.

10. Suggestions for Future Studies

It would have been helpful to have had more detailed
information on several points considered in this study.
Unfortunately, lack of time and funds made it impossible
to attempt to collect such data. In other cases, the
writer observed areas not directly related to this survey
but which are worthy of analysis in their own right. The
more important of these are mentioned below with a brief
explanation as to why they are worthy of consideration as
subjects for possible research projects.

Several times the writer has referred to the probable
existence of evasion in the area of the selected license
taxes. However, this criticism was based not on actual
knowledge of such evasion but rather on the fact that the
generally lax enforcement of these taxes has created a
situation in which it is likely to exist. Quite frankly,
the writer is at loss as to how such a study might be
approached, but if possible the extent to which it exists 
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should be determined and a study made of the adminis­
tration of these taxes to improve existing methods of
collecting them.

In limiting this study, it was necessary to eliminate
any significant analysis of the effect of earmarking
municipal revenues. The only instances in which earmark­
ing of revenues is required by law are receipts from the
State-shared gasoline tax, the motor vehicle license
taxes, the aviation gasoline tax—which is of minor im­
portance, the county-collected road and bridge tax in
the few cases in which the cities benefit from this, and
revenue from parking meters. None of these are set aside
in separate funds by the cities—except parking meter
revenues in a very few cases—and it is sufficient that
the cities spend at least as much as they receive from
these sources on the purposes for which they are allocated.
In numerous cases, however, the cities themselves earmark
particular items of revenue. The only adverse effect
stemming from this which the writer observed is that in
some cases there has been pressure to remove a particular
tax after the project or program for which it was origin­
ally levied has been completed. It is likely, however,
that in some cases earmarking may have made the pattern
of revenue so rigid as to prevent the cities from
achieving the maximum use of their present revenues. It
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would be worthwhile, in view of these observations, to
have a thorough study made to determine the extent to
which earmarking exists and the adverse effects it may
have on municipal finance administration.

A third point on which additional information would
be desirable concerns fines and costs. The facts indi­
cate that the cities in this survey derive a substantial
amount of income from this source, and it is possible
that there may be a tendency to develop them for this
purpose in addition to their basic purpose as a law-
enforcement device.

It would, of course, be desirable to have an ex­
penditure study equivalent in scope to the present study
of revenues since thorough knowledge of expenditures is
equally basic to an over-all knowledge of municipal
financial problems.

Another area in which a detailed study appears
desirable is the over-all area of finance administration
including analysis of accounting, purchasing, budgeting,
interfund transfers, and similar techniques. With the
exception of the very largest cities, the writer is of
the opinion that the cities included in the present
study do not, in general, utilize these tools of financial
administration as effectively as possible. Primarily, 
this observation is based on the difficulty encountered 
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in collecting information and impressions gained through
conversations with city officials.

As a final point in evaluating the financial situ­
ation of Alabama cities, it will be necessary to collect
and analyze information pertinent to the practices of
municipal officials in borrowing money—the amount, type
of bonds issued, interest rates, length of time over
which payments are spread, and the extent to which re­
funding is practiced. The amount of current revenue de­
voted to debt obligations would, of course, appear in the
expenditure study suggested above, but a more detailed
analysis is desirable. Particular emphasis should be
given to borrowing by special boards created by the cities
and towns to carry on particular functions, most often
utility services. While not an obligation of the city,
the bonds issued by these special boards have peculiar
implications from the fact that these boards are often
established to permit the issuance of bonds beyond the
debt limits of the cities. In view of this situation,
one aspect of such a study might be to determine whether
or not the debt limits of Alabama cities can be put on a
more realistic basis than property valuation.
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TABLE I

MAXIMUM PROPERTY TAX RATES AND RESTRICTIONS WITHIN THE
MAXIMUM RATES, 1953, 39 ALABAMA CITIES HAVING 1950

POPULATION OVER 5,000

City
Levied by
Ordinance;
General
Purpose

Levied by
Ordinance;
Debt Service
Only

Approved
by Voters
Special
Purpose

Total
Maximum
Rate
(Mills)

Birmingham 5 5 5 15
Motile 7.5 0 5 12.5
Montgomery 5 7.5 0 12.5
Gadsden 5 0 7.5 12.5
Tuscaloosa 10 0 2.5 12.5
Anniston 5 5 5 15
Bessemer 5 5 5 15
Florence 5 5 5 15
Selma 5 5 5 15
Dothan 5 0 7.5 12.5
Decatur 5 0 7.5 15.5*
Prichard 5 0 7.5 12.5-
Huntsville 5 5 5 15
Fairfield 5 5 5 15
Talladega 10 0 2.5 12.5
Auburn 5 5 5 15
Homewood 5 0 7.5 12.5
Opelika 5 5 5 15
Sheffield 5 5 5 15
Sylacauga 5 0 7.5 12.5
Troy 5 0 7.5 12.5
Mountain Brook 5 0 7.5 12.5
Tarrant City 5 0 7.5 12.5
Cullman 5 0 7.5 15.5*
Lovett 5 5 5 15 -
Enterprise 5 0 7.5 12.5
Eufala 5 0 7.5 12.5
Greenville 5 5 5 15
Tuscumbia 5 5 5 15
Tuskegee 5 5 5 15
Alexander City 5 0 7.5 12.5
Athens 5 5 5 15
Russellville 5 5 5 15
Atmore 5 5 5 15
Albertville 5 0 7.5 12.5
Roanoke 5 5 5 15
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*A special three mill tax authorized for school purposes
-is not shown in the table.

TABLE I (Continued)

City
Levied by
Ordinance;
General
Purpose

Levied by
Ordinance;
Debt Service
Only

Approved
by Voters
Special
Purpose

Total
Maximum
Rate
(Mills)

Guntersville 5 0 7.5 12.5
Opp 5 5 5 15
Brewton 5 5 5 15

Note: Cities are listed in order of population.
Source: Constitution of Alabama (1901) and Amendments 6,

7/ 13, I7731T52 and"56.
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TABLE II

PER CENT OF TOTAL REVENUE DERIVED FROM LOCAL TAX SOURCES,
SELECTED YEARS, 39 ALABAMA CITIES HAVING 1950 POPULATION

OVER 5,000 CLASSIFIED ACCORDING TO POPULATION

Population
Class

No. of
Cities 1949 1951 1953

250-500,000
Birmingham 1 53.7 57.7 61.5
100-250,000
Mobile 2 72.5 74.5 77.3
Montgomery 70.5 71.5 71.5
50-100,000
Gadsden 1 67.2 69.1 71.7
25-50,000
Tuscaloosa 3 51.0 55.4 60.5
Anniston oa 69.5 74.0
Bessemer 51.6 55.3 57.3
10-25,000 12 54.4b 58.1 61.3

5-10,000 20 50.7° 54.5d 51.2

All Cities 39 58.0 61.3 63.7

a - Data not available.
b - Data available from only 11 cities.
c - Data available from only 15 cities.
d - Data available from only 17 cities.
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TABLE IV
AVERAGE AD VALOREM TAX RATE AND RATIO OF ASSESSED VALUE TO
ACTUAL VALUE OF PROPERTY, 1953, 39 ALABAMA CITIES HAVING

1950 POPULATION OVER 5,000 CLASSIFIED ACCORDING
TO POPULATION

Population Range No. of
Cities

Rate of
Taxation

Ratio of Assessed.
Value to Actual
Value

16,437 to
326,037 13 13| mills 31.1^-32.5^

7,288 to 13,177 13 10^ mills 26.9^-28.9^

5,146 to 6,906 13 10| mills 22.5^-26.3^
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TABLE V

PROPERTY TAX RECEIPTS AS A PER CENT OF TOTAL REVENUE,
SELECTED YEARS, 39 ALABAMA CITIES HAVING 1950 POPULATION

OVER 5,000 CLASSIFIED ACCORDING TO POPULATION

Population
Class

No. of
Cities 1949 1951 1953

250-500,000
Birmingham 1 33.3 34.7 37.7
100-250,000
Mobile 2 19.8 21.6 22.3
Montgomery 23.0 23.2 24.2
50-100,000
Gadsden 1 20.9 23.2 25.0

25-50,000
Tuscaloosa 3 18.8 21.6 16.4
Anniston 0a 28.8 33.0
Bessemer 19.5 22.8 24.8

10-25,000 12 17.4b 18.5 18.8

5-10,000 20 16.lc 17.4d 16.1

All Cities 39 24.8 25.8 26.6

a - Data not available.
b - Data available from only 11 cities.
c - Data available from only 15 cities.
d - Data available from only 17 cities.
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TABLE VI
PROPERTY TAX RECEIPTS AS PER CENT OF TOTAL REVENUES

U. S. CITIES IN POPULATION RANGE 25,000-500,000*

*Compiled from Reports of U. S. Bureau of the Census

Population
Range

No. of
Cities 1949

No. of
Cities 1951

250-500,000 23 54.7 23 46.4

100-250,000 55 55.7 65 56.5

50-100,000 105 58.4 126 56.5

25-50,000 200 55.9 249 55.3
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TABLE VII

MAXIMUM PROPERTY TAX RATES, RATES LEVIED, AND RATIO OF
ASSESSED VALUE TO ACTUAL VALUE, 1953, 39 ALABAMA

CITIES HAVING 1950 POPULATION OVER 5,000

City
Maximum Rate Ratio Assessed
Constitutional Levied Values to
Rate (Mills) (Mills) Actual Value

(Per Cent)

Birmingham
Mobile
Montgomery
Gadsden
Tuscaloosa
Anniston
Bessemer
Florence
Selma
Dothan
Decatur
Prichard
Huntsville
Fairfield
Talladega
Auburn
Homewood
Opelika
Sheffield
Sylacauga
Troy
Mountain Brook
Tarrant City
Cullman
Lovett
Enterprise
Eufala
Greenville
Tuscumbia
Tuskegee
Alexander City
Athens
Russellville
Atmore
Albertville

15 15 35
12.5 7.5 40
12.5 12.5 20
12.5 1°
12.5 10 **
15 15 30-35
15 15 35
15 15 20-25
15 13 xx
15.5 5 xx
15.5 12.5 xx12.5 5 40
15 11.75 30
15 15 32-35
12.5 10 20
15 15 25-30
12.5 12.5 35
15 15 30
15 15 xx
12.5 5 20-25
12.5 5 xx
12.5 1° |5
12 5 10 30
12 5 10 xx15 10 xx
12.5 5 15-20
12 5 10 20
15 13.33 20-25
15 16.67x xx
15 5 20
12.5 12.5 xx
15 10 xx
15 10 xx
15 10 20-30
12.5 5 25
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TABLE VII (Continued)

City
Maximum
Constitutional
Rate (Mills)

Rate
Levied
(Mills)

Ratio Assessed
Values to
Actual Value
(Per Cent)

Roanoke 15 10 30-35
Guntersville 12.5 5 25
Opp 15 XX 25
Brewton 15 15 20-30

x - A special levy of one and two-thirds mills in excess
of the maximum constitutional tax rate was enforced
by judicial decree after the City of Tuscumbia de­
faulted on debt payments during the 1930 depression.

xx - Data not available.
Note: Cities are listed in order of population.
Source: Constitution of Alabama (1901) and Amendments

6, 7, 13, 17, 31, 52 and 56; audit reports of
municipalities; and personal interviews.
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TABLE VIII

OCCUPATIONAL LICENSE TAX RECEIPTS AS A PER CENT OF TOTAL
REVENUES, SELECTED YEARS, 39 ALABAMA CITIES WITH 1950

POPULATION OVER 5,000 CLASSIFIED ACCORDING TO POPULATION

Population No. of
Cities in
Each Class

1949 1951 1953

250-500,000
Birmingham 1 19.2 21.0 22.2

100-250,000
Mobile
Montgomery

2 29.7 29.0 29.0

50-100,000
Gadsden 1 25.3 25.9 26.9

25-50,000
Tuscaloosa 3 22.0 20.6 10.9
Anniston Oa 18.6 19.6
Bessemer 24.8 24.7 25.7

10-25,000 12 17.4b 17.5 17.7

5-10,000 20 18.2C 15.8d 17.8

All Cities 39 21.6 21.6 21.7

a - Data not available.
b - Data available from only 11 cities.
c - Data available from only 15 cities.
d - Data available from only 17 cities.
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TABLE IX
LICENSE TAX RATES LEVIED GN SELECTED BUSINESSES AND
OCCUPATIONS IN 1953, 5 ALABAMA CITIES HAVING 1950

POPULATION OVER 5,000

Establishment City Amount
Automobile
Dealer

Birmingham

Dothan

Tuskegee
Sylacauga

Brewton

$100.00 on the first
$100,000 or less of gross
receipts from said business,
for the year preceding, plus
an amount equal to 3/40ths
of one per cent on all such
receipts over and above
$100,000; to be paid for
each separate place where
automobiles are displayed
and shown for purpose of
sale.
Each person, firm or corpo­
ration; $125.00
Each dealer; $50.00
Each person, firm or corpo­
ration; $100.00
Where place of business in
the city, $150.00. Where
place of business is not
in city, $300.00

Barber
Shops

Birmingham

Dothan

Tuskegee

Sylacauga

Brewton

For each chair, $9.00; for
each manicurist, $9.00
First chair, $15.00; each
additional chair, $9.00
One chair, $25.00; each
additional chair, $5.00;
person not having shop but
doing barber work, $15.00
First chair, $11.00; each
additional chair, $8.25
Each chair, $10.00
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TABLE IX (Continued)

Establishment City Amount

Money Birmingham
Lenders

Annual license equal to
3/8ths of 1$ of the gross
interest or gross brokerage
fees collected with a
minimum in any case of $300

Dothan Each, $150.00
Tuskegee Each, $500.00

Sylacauga Each, $200.00
Brewton Each, $150.00

Restaurants Birmingham On gross receipts over
$15,000 but less than$20,000, $120.00; each ad­
ditional $10,000 gross re­
ceipts up to $100,000,
$30.00; where gross receipts
exceed $100,000 a license
shall be paid in the amount
of $360 plus 3/40ths of one
per cent on all gross re­
ceipts in excess of
$100,000

Dothan Serving meals to order,
$60.00

Tuskegee If seating capacity is for
five persons or less, $10.00;
for six but not more than 15,
$20.00; for sixteen but not
more than thirty, $30.00;
for more than thirty, $40.00

Sylacauga Each, $25.00

Brewton Each, $50.00
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TABLE IX (Continued)

Establishment City Amount
Veterinarians Birmingham Where gross annual business

is less than $3,000, $30.00;
$3,000 and less than $5,000,
$48.00; $5,000 and less than
$7,500. $72.00; $7,500 and
over, $100.00

Dothan Each member of firm or
Individual, $50.00

Tuskegee Each, $25.00

Sylacauga Each, $16.60

Brewton Each, $37.50

Note: These five cities were selected from the total of
39 included in the survey to represent a sample
based on population. They rank as follows:
Birmingham, first; Dothan, tenth; Sylacauga,
twentieth; Tuskegee, thirtieth; and Brewton,
thirty-ninth.

Source: Municipal license codes.
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TABLE X

SELECTED LICENSE TAXES LEVIED IN 1953, 39 ALABAMA CITIES
HAVING 1950 POPULATION OVER 5,000

- No tax levied by city.
Note: Cities are listed in order of population.

City Beer
Tax

Liquor
Tax

Amusement
Tax

Tobacco
Tax

Gas
Tax

Birmingham X X — —
Mobile X X X X
Montgomery — — - X X
Gadsden — — — X X
Tuscaloosa X — X X —
Anniston — — X X X
Bessemer X X X - —
Florence — — X X X
Selma X X — X X
Dothan X — - X X
Decatur — — X X X
Prichard X X X - X
Huntsville X — - — —
Fairfield X X - - —
Talladega — - X X X
Auburn X — X X X
Homewood — X - — —
Opelika X — - X X
Sheffield X — — X X

Sylacauga — - X X X
Troy X X — X
Mountain Brook — — — •
Tarrant City — - — — ••

Cullman — — X X X

Lanett — - - X X

Enterprise — — — X X

Eufala — — — X X

Greenville — — X X X

Tuscumbia X - — X X

Tuskegee — - — "» X

Alexander City — — X X X

Athens — — — X
Russellville — - — X X

Atmore X - X X X

Albertville — — •• X X

Roanoke — — — — X

Guntersville — — X X X

Opp X - X X X

Brewton X X X
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TABLE XI

GASOLINE TAX RATE AND PER CAPITA RECEIPTS IN 1953,
30 ALABAMA CITIES HAVING 1950 POPULATION OVER 5,000

*Probable rate.

City 2^ per gallon
Per Capita
Collection

City 1^ per gallon
Per Capita
Collection

Mobile $4.42 Montgomery $2.45
Gadsden ■ 3.82 Anniston 2.97
Florence* 4.72 Selma 2.80
Decatur - 5.44 Dothan 4.04
Prichard 5.16 Talladega 2.23
Sheffield 5.96 Auburn 1.53
Cullman 4.60 Opelika 3.14
Greenville 2.98 Sylacauga 3.23
Tuscumbia 3.48 Troy 3.38
Opp* 3.48 Lanett 1.88

— Enterprise 3.15
Eufala 2.62
Tuskegee 3.25
Alexander City 3.61
Russellville 1.91
Atmore 4.05
Albertville 3.23
Roanoke 2.84
Guntersville 2.05
Brewton 3.88

Note: Cities are listed in order of population.
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TABLE XIII
348

CIGARETTE TAX RATES AND PER CAPITA RECEIPTS IN 1953, 25
ALABAMA CITIES HAVING 1950 POPULATION OVER 5,000

City 1$5 per pkg.
of Cigarettes

City
0
2^ per pkg.
f Cigarettes

Gadsden (T) $1.82 Montgomery(T) $1.81
Selma 1.12 Anniston 3.35Dothan (T) 1.58 Florence (T) 1.16
Decatur (T) 1.79 Talladega 1.94
Sheffield (T) 1.51 Auburn 1.49
Lanett .89 Opelika 2.07
Tuscumbia (T) 1.22 Sylacauga 2.56
Alexander City 3.10 Cullman (T*) 2.03
Athens .95 Enterprise- 1.73
Russellville .72 Eufala 1.89
OPP 1.80 Greenville 1.47

Atmore 2.06
Albertville 2.14
Guntersville 1.94

T - Tax levied on all tobacco products. Unless so
indicated tax is levied only on cigarettes.

* - Probable rate of tax.
Note: Cities are listed in order of population. Two

cities are omitted from the above table.
Brewton reported per capita collections of $3.88,
while Tuscaloosa reported $2.6?. Both cities
levy this tax at the rate of three cents per
package of cigarettes. Brewton levies its tax
only on cigarettes while Tuscaloosa levies it on
all tobacco products.
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TABLE XV
BEER TAX RATE AND PER CAPITA RECEIPTS IN 1953, 15 ALABAMA

CITIES HAVING 1950 POPULATION OVER 5,000*

City 1^ per 12 oz.
bottle

City 2^ per 12 oz.
bottle

Bessemer $ .81 Mobile $3.09
Selma 1.18 Tuscaloosa 1.32
Dothan .79 Prichard 1.90
Auburn .45 Huntsville 7.97
Fairfield .57 Opelika 1.89
Troy .67 Tuscumbia 2.26

Sheffield 5.51
Atmore 1.28
Opp 1.11

* Includes receipts from the city tax on retail sales of
- liquor.
Note: Cities are listed in order of population. Two

cities which levy this tax are omitted from this
table. Brewton reported per capita receipts of
$2.22 from a tax of three cents per twelve ounce
bottle of beer. Birmingham reported per capita
receipts of 23 cents from its tax of four cents
per case of beer.
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TABLE XVII
AMUSEMENT TAX RATES AND PER CAPITA COLLECTIONS IN 1953,

15 ALABAMA CITIES HAVING 1950 POPULATION OVER 5,000

City Rate Levied Per Capita
Receipts

Mobile 1^ on each 10^ or major
fraction thereof; tickets
under 20^ are exempt but
if ticket is over 20^ no
part of it is exempt $1.08

Gadsden 10$ of all admissions .81

Tuscaloosa 2|$ of all admissions .31
Anniston 10$ of all admissions 1.44

Bessemer 2$ of all admissions .40

Florence 2$ of all admissions .43

Decatur 1^ on admissions under 15^
2£ on admissions over 15^ 1.28

Prichard 10$ of all admissions except
first 10^ which is exempt .62

Talladega 10$ of all admissions .82

Auburn 1^ on each 10^ or major
fraction thereof 1.24

Sylacauga 1^ on each 10^ or fraction
thereof 1.45

Greenville 1^ on admissions of or
less; 2# on admissions of
21^ to W inclusive;
3^ on admissions of 41^ or
more .96

Alexander
City

10$ of all admissions 1.41
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TABLE XVII (Continued)

City Rate Levied Per Capita
Receipts

Atmore 1^ on each 10^ or major
fraction thereof $1.17

Guntersville 1^ per each adult ticket
of W .^3

Note: Cities are listed in order of population. Two
cities, Cullman and Opp, did not report the data
presented in this table.
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TABLE XIX
LIQUOR TAX RATES AND PER CAPITA RECEIPTS IN 1953, 7
ALABAMA CITIES HAVING 1950 POPULATION OVER 5,000

Note: Cities are listed in order of population.

City Rate Levied Per Capita
Receipts

Birmingham 4% of purchase price $ .19
Mobile 5% of purchase price Included in

beer tax
Bessemer 10% of wholesale cost

(purchase price less taxes
included therein) .10

Selma 4% of purchase price .12

Prichard 10% of purchase price .66

Fairfield 2% of purchase price .19
Homewood 4% of purchase price .28

Troy 2% of purchase price of all
purchases below $20,000,
4% on purchases above
$20,000 .15
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TABLE XXII
PER CAPITA COLLECTIONS FROM GROSS RECEIPTS SALES TAX,
ALL LOCAL TAXES AND TOTAL REVENUES, 1953, 8 ALABAMA

CITIES HAVING . 1950 POPULATION OVER 5,000

Note: Cities are listed In order of population.

City Sales Tax
Collections

All Local
Taxes

Total
Revenues

Tuscaloosa $ 9.34 $24.88 $36.29

Florence 5.50 31.48 40.95

Decatur 10.12 37.98 50.24

Talladega 2.07 16.75 24.10

Sheffield 5.29 38.14 50.24

Sylacauga 12.51 27.10 72.98

Eufala 8.98 26.73 32.80

Tuscumbia 8.66 32.61 49.88
%
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TABLE XXIV
SOURCE OF PAYMENTS IN LIEU OF TAXES, 1953, 27 ALABAMA

CITIES HAVING 1950 POPULATION OVER 5,000

Note: Cities are listed in order of population

City Electrical
System

Water
System

Housing
Authori­
ties

Natural
Gas
System

Birmingham X X
Mobile X X
Montgomery X X
Anniston X X
Bessemer X X X
Florence
Selma

X X
X

Decatur X X X
Huntsville
Fairfield

X
X

X X

Opelika
Sheffield X X

X

Mountain Brook
Tarrant City X

X

Cullman X
Tuscumbia X X
Athens X
Russellville X
Albertville X X
Guntersville X
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TABLE XXV

PER CAPITA RECEIPTS FROM PAYMENTS IN LIEU OF TAXES, 1953,
27 ALABAMA CITIES HAVING 1950 POPULATION OVER 5,000

Note: Cities are listed in order of population

City Per Capita Receipts

Birmingham
Mobile
Montgomery
Anniston
Bessemer
Florence
Selma
Decatur
Huntsville
Fairfield
Opelika
Sheffield
Mountain Brook
Tarrant City
Cullman
Tuscumbia
Athens
Russellville
Albertville
Guntersville

$ .25
.42
.88
.09
.95

1.77
.07

4.06
6.30
.14
.06

5.58
.39
.97

2.20
4.01
7.48
1.02
3.14
.35
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TABLE XXVII
FINES AND COSTS AS A PER CENT OF TOTAL REVENUES, SELECTED

YEARS, 39 ALABAMA CITIES HAVING 1950 POPULATION
OVER 5,000

Population
Class

No. of Cities
in Each Class

Per Cent of Total Revenues
1949 1951 1953 "

250-500,000
Birmingham 1 3.0 4.5 3.9
100-250,000
Mobile 2 6.9 6.3 5.6
Montgomery 5.9 6.2 6.0

50-100,000
Gadsden 1 7.2 4.6 5.«

25-50,000
Tuscaloosa 3 10.2 9.5 6.5
Anniston X 9.7 9.7
Bessemer 8.4 7.2 7.9

10-25,000 12 7.9a 8.1 7.5

5-10,000 20 6.9b 6.5° 6.3

a - Data available from only 11 cities
b - Data available from only 15 cities
c - Data available from only 17 cities
x - Data not available



TABLE XXVIII
365

RECEIPTS FROM
ALABAMA

FINES AND COSTS, SELECTED YEARS, 39
CITIES HAVING 1950 POPULATION

OVER 5,000

Population
Class

No. of Cities
in Each Class

Receipts
“1949

from Fines & Costs
1961

250-500,000
Birmingham 1 $365,569 $561,770 $537,260

100-250,000
Mobile
Montgomery

2 223,048
190,057

210,454
229,377

214,724
247,054

50-100,000
Gadsden 1 118,173 81,187 106,870

25-50,000
Tuscaloosa
Anniston
Bessemer

3 93,749
X

67,900

104,769
109,352
60,076

108,974
111,334
75,163

10-25,000 12 410,040a 539,362 587,818

5-10,000 20 194,272b 242,378c 314,182

a - Data available from 11 cities only,
b - Data available from 15 cities only.
c - Data available from 17 cities only.
x - Data not available.



TABLE XXIX
366

FINES AND COSTS AS A PER CENT OF LOCAL NON-TAX REVENUES,
SELECTED YEARS, 39 ALABAMA CITIES HAVING 1950

POPULATION OVER 5,000

Population
Class

No. of Cities
in Each Class

Per Cent of Local Non­
Tax Revenues___________

1949 1951 1953

250-500,000
Birmingham

1 18.0 25.6 22.4

100-250,000
Mobile 2 61.0 50.9 47.7
Montgomery 39.8 32.6 30.0

50-100,000
Gadsden 1 32.3 20.7 27.3

25-50,000
Tuscaloosa 3 43.8 42.9 42.0
Anniston X 45.8 51.5
Bessemer 50.3 43.2 40.9

10-25,000 12 26.7a 27.6 26.0

5-10,000 20 21.7b 19.6° 15.8

a - Data available 11 cities only
b - Data available 15 cities only
c - Data available 17 cities only
x - Data not available
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TABLE XXX
PARKING METER RECEIPTS AS A PER CENT OF LOCAL NON-TAX
REVENUES, SELECTED YEARS, 31 ALABAMA CITIES HAVING

1950 POPULATION OVER 5,000

City Per Cent Local Non-Tax Revenues
1949 1951 1953

Birmingham 0 9.4 11.7
Mobile 5.1 18.3 19.4
Montgomery 16.8 20.6 19.2
Gadsden 3.2 13.3 13.3
Tuscaloosa 29.0 26.9 28.5
Anniston X 10.5 23.9
Bessemer 31.2 35.1 34.9
Florence 40.8 40.9 35.8
Selma 27.0 31.5 30.0
Dothan 5.2 4.1 3.8
Decatur X 24.7 24.3
Prichard 0 0 2.2
Huntsville 9.1 19.1 18.9
Talladega 33.2 33.7 34.5
Auburn 31.1 23.7 24.1
Opelika 13.9 12.5 9.8
Sheffield 12.1 16.8 16.2
Sylacauga 0 6.1 4.0
Troy 9.6 6.3 5.9
Cullman 28.0 32.8 23.5
Enterprise 0 0 2.1
Greenville 0 0 0.7
Tuscumbia 18.3 24.7 16.2

1. Q
Alexander City 0 9.7 4.0
Athens X X 30.7
Russellville 29.5 40.4 37.8
Atmore X 5.4 21.3
Albertville 0 0 22.2
Roanoke 19.7 39.2 27.2
Guntersville 0 0 10.4
Brewton 0 0 20. d

x - Data not available
Note: Cities are listed in order of population. Cities

not listed in this table reported no revenue from
parking meters.
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TABLE XXXI
PARKING METER RECEIPTS AS A PER CENT OP TOTAL REVENUE.

SELECTED YEARS, 31 ALABAMA CITIES HAVING 1950
POPULATION OVER 5,000

City Per Cent Total Revenues
1949 1951 1953

Birmingham 0 1.6 2.0
Mobile .6 2.2 2.3
Montgomery 2.5 3.9 3.9
Gadsden oa 2.9 2.8
Tuscaloosa 6.7 6.0 4.4
Anniston X 2.2 4.5
Bessemer 5.2 5.8 6.8
Florence 4.8 4.6 4.2
Selma 5.8 7.2 7.3
Dothan 3.3 2.8 2.6
Decatur X 4.2 4.6
Prichard 0 0 .4
Huntsville 2.7 5.2 5.2
Talladega 7.8 8.4 7.7
Auburn 5.0 3.4 3.1
Opelika 4.4 4.5 3.7
Sheffield 2.9 3.4 2.7
Sylacauga 0 3.4 2.4
Troy 5.1 3.6 3.7
Cullman 6.5 8.3 7.6
Enterprise 0 0 .5
Greenville 0 0 2.1
Tuscumbia 4.0 4.8 4.5
Alexander City 0 5.3 3.2
Athens X X 11.9r £Russellville 5.4 6.8 0.0
Atmore X .9 6.0
Albertville 0 0 4.7
Roanoke 3.5 10.5 o.5Ji n
Guntersville 0 0 4*1

Brewton 0 0 5.2

a - Gadsden received some revenue from parking meters
in 1949> but the amount was too small to be ex­
pressed in percentage terms.

x - Data not available.
Note: Cities are listed in order of population. Cities

not listed in this table reported no revenue
from parking meters.



TABLE XXXII
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MAJOR TYPES OF INSPECTION FEES AND PERMITS COLLECTED IN
1953 BY 30 ALABAMA CITIES HAVING 1950 POPULATION

OVER 5,000

City Types of Permits or Inspection Fees
Collected

Birmingham Dog Licenses; Building, Electrical, Plumbing
and Gas Installation Permits; Stoker Instal­
lation Permits

Mobile Building, Electrical and Plumbing Inspection
Fees; Boiler and Elevator Installation
Permits; Meat and Milk Inspection Fees;
Pound Fees; Street Paving Fees

Montgomery Plumbing and Electrical Inspection Fees;
Building Permits; Liquid Gas Installation
Permits

Tuscaloosa Building Permits; Meat and Milk Inspection
Fees

Anniston Dog Licenses; Taxi-Driver Permits; Meat and
Milk Inspection Fees; Building Permits

Bessemer Building Permits; Burial Permits; Dairy
Inspection Fees; Electrical, Plumbing and
Sewer Permits

Florence Building Permits

Selma Building Permits; Plumbing and Electrical
Inspection Fees; Meat Inspection Fees

Dothan Building Permits; Gas, Plumbing and Sewer
Inspection Fees

Decatur Building Permits; Gas, Plumbing and Electrical
Inspection Fees

Prichard Building Permits; Plumbing and Electrical
Inspection Fees; Pound Fees

Huntsville Building Permits; Plumbing and Electrical In­
spection Fees; Fire Permits; Sign Permits
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City Types of Permits or Inspection Fees Collected
Fairfield Building Permits; Plumbing and Electrical

Permits; Street Paving Permits
Talladega
Homewood

Electrical Permits
Building, Electrical and Plumbing Permits;
Painting Permits; Furnace Installation Permits

Opelika Building Permits; Electrical and Plumbing In­
spection Fees; Meat Inspection Fees

Sheffield Building and Electrical Permits
Troy
Mt. Brook

Meat Inspection Fees; Pound Fees
Building, Electrical and Plumbing Permits

Tarrant City Building, Plumbing and Electrical Permits;
Dog Licenses

City

Enterprise
Eufala

Building Permits
Meat Inspection Fees; Building Permits

Greenville
Tuscumbia

Building Permits
Building Permits; Burial Permits; Gas
Installation Permits

Tuskegee Building Permits; Meat and Milk Inspection
Fees

Alexander Building Permits

Atmore Building and Sewer Installation Permits;
Pound Fees

Albert­
ville

Brewton

Building and Electrical Permits

Building and Electrical Permits; Street
Cutting Permits

Note: This table includes only the major types of
inspection fees and permits collected by these
cities e Minor fees listed as miscellaneous are
omitted. Cities are listed in order of population.
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TABLE XXXIII

INSPECTION FEES AND PERMITS AS A PER CENT OF TOTAL
REVENUES, SELECTED YEARS, 32 ALABAMA CITIES HAVING

1950 POPULATION OVER 5,000

City Per Cent Total Revenues
19^9 1951 1953

Birmingham
Mobile
Montgomery
Gadsden
Tuscaloosa
Anniston
Bessemer
Florence
Selma
Dothan
Decatur
Prichard
Huntsville
Fairfield
Auburn
Homewood
Opelika
Sheffield
Troy
Mountain Brook
Tarrant City
Cullman
Enterprise
Eufala
Greenville
Tuscumbia
Tuskegee
Russellville
Atmore
Albertville
Guntersville
Brewton

1.9 1.6 1.3
1.1 1.0 1.0
1.3 1.4 1.4
1.1 1.1 .8
1.0 1.0 1.8
x 1.4 1.6
.7 .7 1.1
.4 .6 1.0

1.1 1.1 .8
.4 .4 .2

x .2 .3
2.8 2.2 2.6
.7 1.7 2.2
.8 .8 2.5
.8 1.7 .5

2.7 5.0 3.4
.9 1.2 1.2
.4 .5 .7

0 .4 .3
4.3 4.0 2.7
.5 -9 i-0

2.7 -9 1-7
x .9
2.2 1.2 -5
0 -2 -3
.7 -7 -5

1.5 -7Q 1.0 1.6
x .5 -2
0 •? *3

'.9 1-1 -7

x - Data not available.
Note: Cities are listed in order of population. The

small amount of revenue derived from this source
by Alexander City made it impossible to compute
percentages. Remaining cities not listed in this
table reported no revenue from inspection fees
and permits.
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TABLE XXXIV

REVENUE FROM INSPECTION FEES AND PERMITS AS A PER CENT
OF LOCAL NON-TAX REVENUES, SELECTED YEARS, 32 ALABAMA

CITIES HAVING 1950 POPULATION OVER 5,000

City Per Cent Local Non-Tax Revenues
19^9 1991 ■■■' 1953

Birmingham
Mobile
Montgomery
Gadsden
Tuscaloosa
Anniston
Bessemer
Florence
Selma
Dothan
Decatur
Prichard
Huntsville
Fairfield
Auburn
Homewood
Opelika
Sheffield
Troy
Mountain Brook
Tarrant City
Cullman
Enterprise
Eufala
Greenville
Tuscumbia
Tuskegee
Russellville
Atmore
Albertville
Guntersville
Brewton

11.2 9.2 7.7
9.6 7.9 8.1
8.8 7.3 7.2
4.8 4.8 3.9
4.3 4.4 5.3
x 6.8 8.4
3.9 4.0 5.8
3.2 4.9 8.5 '
5.0 4.9 3.2
.6 .6 .3

x 1.3 1.7
15.0 12.7 13.5
2.5 6.1 7.9
6.2 5.5 16.2
4.7 11.8 3.6

20.2 33.2 31.6
3.0 3.4 3.3
1.5 2.5 4-0
0 .6 .4

54.5 57.0 51.0
6.1 10.0 8.5
11.7 3.6 5.2
x 4.2 1.9
15.2 9.3 4.9
0 1.1 -9
3.2 3.8 1.9
2.8 1.0 2.7
5 0 6.2 9.0
x‘ 2.7 .7
0 4.7 3.7
6.4 10.5 3.6

x - Data not available.
Note: Cities are listed in order of population. The

small amount of revenue derived from this source
by Alexander City made it impossible to compute
percentages. Remaining cities not listed in this
table reported no revenue from inspection fees
and permits.



TABLE XXXV
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MAJOR TYPES OF SERVICE CHARGES COLLECTED IN 1953 BY 39
ALABAMA CITIES HAVING 1950 POPULATION OVER 5,000

City Item For Which Charge was Levied

Birmingham Recreation Facilities (Swimming Pools);Health
Department Services; Auto Storage; Street
Paving Cuts; Railroad Grade Separations;
Street Vacating Charges; Lighting

Mobile Cemetery
Montgomery Garbage Collection; Street Paving Cuts;

Kindergarten; Cemetery, Abbatoir
Gadsden Garbage Collection; Cemetery
Tuscaloosa Sanitary Disposal (Limited Area); Sewer

Service (Limited)
Anniston Rat Proofing; Cemetery; Street Paving Cuts
Bessemer Cemetery
Florence Garbage Collection; Cemetery
Selma Cemetery; Public Scales
Dothan Sewer Connections; Cemetery; Recreation

(Swimming Pools); Napier Field Utilities
Decatur Rental of Street Department Equipment
Prichard Sewer Connections (Limited); Swimming Pool;

Fire Protection (Mobile Housing Board)
Huntsville Sewer Service (Limited); Cemetery; Recreation

(Swimming Pools)
Fairfield Street Paving Cuts
Talladega Cemetery; Garbage Collection; Street

Lighting; Library
Auburn Recreation; Alabama Polytechnic Institute

payment for all services provided by City

Homewood Sewer Connections; Street Paving Cuts
Opelika
Sheffield
Sylacauga

Cemetery; Rental of Equipment
Sewer Connections
Cemetery; Street Paving Cuts; Recreation
(Swimming Pools)
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City Item For Which Charge Was Levied

Troy Cemetery
Mt. Brook Street Paving Cuts
Tarrant City Street Paving Cuts; Clinic Services
Cullman Sewer Service; Recreation; Abattoir
Lanett Sewer Service; Cemetery; Street Paving Cuts;

Rental of Equipment
Enterprise Sewer Connections; Administrative services to

Waterworks; Street Paving Cuts
Eufala
Greenville

Sewer Service; Cemetery, Abattoir
Sewer Connections; Street Paving Cuts;
Cemetery

Tuscumbia
Tuskegee
Alexander
City

Garbage Collection; Cemetery
Cemetery; Street Paving Cuts; Recreation
Recreation; Street Paving Cuts; Cemetery

Athens
Russell­
ville

Recreation; Cemetery
Cemetery

Sewer Service Charge; Cemetery
Abattoir; Sewer Service; Cemetery; Fire
Protection (East Brewton)

Atmore Cemetery
Albert­
ville

Roanoke

Cemetery. Sewer Connections

Sewer Service; Cemetery; Rental of^Ipment;
Administrative services to Water and Gas
Board

Gunters­
ville

Garbage Collection; Street Paving Cuts

Opp
Brewton

some cities.

Note: Cities are listed in order ofTerences in terminology may appear between th
above list and that term used in P^^^tv
The change was made for purposes conected byThis list does not Include minor fees collect y
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TABLE XXXVI

SERVICE CHARGES AS A PER CENT OF TOTAL REVENUES, SELECTED
YEARS, 39 ALABAMA CITIES HAVING 1950 POPULATION

OVER 5,000

x - Data not available*

City Per Cent Total Revenues
1949 1951 1953

Birmingham
Mobile
Montgomery
Gadsden
Tuscaloosa
Anniston
Bessemer
Florence
Selma
Dothan
Decatur
Prichard
Huntsville
Fairfield
Talladega
Auburn
Homewood
Opelika
Sheffield
Sylacauga
Troy
Mountain Brook
Tarrant City
Cullman
Lanett
Enterprise
Eufala
Greenville
Tuscumbia
Tuskegee
Alexander City
Athens
Russellville
Atmore
Albertville
Roanoke
Guntersville
Opp
Brewton

2.5 2.4 2.5
.3 .2 .2

3.6 5.2 6.0
1.8 1.8 1.8
1.6 .6 .3
x 2.0 1.6
.5 1.0 1.3

2.1 1.7 1.1
.3 .21.7 1.3 I-8

x 2.8 6.0
1.9 2.0 1.4
2.3 2.4 2.7
.7 1.0 0

3 5 3.0 3.5
4;5 4.9 3.8

i.l -8 i
2.0 1-9 -5.2 .3 ,2
2.7 3.3 0
2.2 1-37.8 7.8 8.7
x 10-6 12'?
2 5 2.6 2.14^ 3.8 M
4.9 3.7 3.8
1.3 -9 X-°
12 1.5 ,*3
X * M
.6 1-3 -8

.5 0§ 2.0 2.4
~ 6.1 12.7
9.6 H-8 H-9J x 2.6
4,4__________ ________________ 5.4 _
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TABLE XXXVII

SERVICE CHARGES AS A PER CENT OF LOCAL NON-TAX REVENUES,
SELECTED YEARS, 39 ALABAMA CITIES HAVING 1950

POPULATION OVER 5>000

City Per Cent Local Non-Tax Revenues_____
1949 1951 1953 ~

Birmingham
Mobile
Montgomery
Gadsden
Tuscaloosa
Anniston
Bessemer
Florence
Selma
Dothan
Decatur
Prichard
Huntsville
Fairfield
Talladega
Auburn
Homewood
Opelika
Sheffield
Sylacauga
Troy
Mountain Brook
Tarrant City
Cullman
Lanett
Enterprise
Eufala
Greenville
Tuscumbia
Tuskegee
Alexander City
Athens
Russellville
Atmore
Albertville
Roanoke
Guntersville
Opp
Brewton

14.5

3.3
3.3

13.72.7
25-6
33-8
x
x
17.1
16.3
22.3
2.4
2.6
x
3.5
X
0
0

23.1
X
31.2

2.8
10.6
22.8
31.1

X
28.0

29.8
8.6
1.8
8.3

14.7
2.7
24.2

2.6
9.6
5.8

14.7
1.0
1.9

16.5
11.6
8.7
7.1

11.9
34.3

0
15.4
29.4
1.1
1.4

13.9
1.5
27.6

0
6.1

27.0
2.2

44.7
28.9
14.7

6.8
x
3.0

17.5
1.2
2.6
x
10.2

9.8
.9

2.7
31.4
7.0

3:2
11.2
4.6
.9

11.2
40.7
30.0
9.0
28.8

5.9
15.1
28.0
1.6
1.5

x
50.0
21.1
16.9
19.0
1.3
2.8
x

.8
4.1

x - Data not available.
Note: Cities are listed m order of population.
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TABLE XXXVIII

SEWER SERVICE CHARGE RATES AND PER CAPITA RECEIPTS 1Q53
6 ALABAMA CITIES HAVING 1950 POPULATION OVER 5,000

City Rate Per Capita
Receipts

Huntsville 500 per month per
family (service out­
side city limits only) $.27

Cullman $1.00 per month per
individual residence 3.01

Lanett Not available .39

Eufala 500 per month per
connection .77

Roanoke 500 per month per
connection .91

Opp 240 per month for first
two fixtures; 120 for
each additional fixture
up to and including five;
80 for each fixture over
five .77

Note: Cities are listed in order of population.
Source: Personal interviews and R. T. Daland, Financing,

Municipal Sewerage Systems in Alabama
"(Montgomery: Alabama League of Municipaliti >
1953).
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TABLE XXXIX

GARBAGE COLLECTION FEES AND PER CAPITA RECEIPTS 1Q5?
5 ALABAMA CITIES HAVING 1950 POPULATION OVER 5,000

City Rate per Capita
Receipts

Note: Cities are listed in order of population.

Montgomery $1.50 per quarter
for 10 gal. con­
tainer; $2.25 per
quarter for 20 gal.
container; stores
and warehouses, etc.
determined on
contract basis $2.30

Florence .47

Talladega .83

Tuscumbia $1.00 per month for
residences; $2.50.
per month for business
enterprises 1.88

Guntersville $1.00 per month for
residences; $3.00 per
month for business
establishments 2.88

Source: Personal interviews.
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INCOME FROM PROPERTY AS A PER CENT OP TOTAL REVENUES
SELECTED YEARS, 33 ALABAMA CITIES HAVING 1950 ’

POPULATION OVER 5,000

City Per Cent Total Revenues
IW 1551 1553—

Birmingham
Mobile
Montgomery
Gadsden
Tuscaloosa
Anniston
Bessemer
Selma
Dothan
Decatur
Huntsville
Fairfield
Talladega
Auburn
Homewood
Opelika
Sheffield
Sylacauga
Tarrant City
Cullman
Enterprise
Eufala
Greenville
Tuscumbia
Tuskegee
Alexander City
Athens
Atmore
Albertville
Roanoke
Guntersville
Opp
Brewton
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Note: Cities are listed in order of populatio •
not included in this table reported no income 
from property.
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TABLE XLI

INCOME FROM PROPERTY AS A PER CENT OF LOCAL NON-TAX
REVENUES, SELECTED YEARS, 33 ALABAMA CITIES

HAVING 1950 POPULATION OVER 5,000

Per Cent Local Non-Tax Revenues
1949 1951 1953

Birmingham 38.9
Mobile 19.4
Montgomery 6.2
Gadsden 16.9
Tuscaloosa 7.5
Anniston X
Selma 20.7
Bessemer 4.5
Dothan 8.0
Decatur X
Huntsville O
Fairfield 1.8
Talladega 2.4
Auburn 0
Homewood 0
Opelika 5.5
Sheffield 0
Sylacauga .7
Tarrant City .6
Cullman .6
Enterprise X
Eufala 6.3
Greenville 2.6
Tuscumbia 0
Tuskegee 4.0
Alexander City .6
Athens X
Atmore X
Albertville 7.0
Roanoke O
Guntersville 5.9
Opp X
Brewton 7.5

29.4 26.0
17.9 18.6
5.4 4.6
32.7 14.0
6.7 ' 6.3
2.5 3.8
5.6 10.0
4.0 3.7
1.1 1.0
.4 .6
.4 .4

1.5 1.4
2.1 1.6
0 1.2
0 .3
1.7 2.7
0 6.4
.9 1.3

2.1 7.7
2.8 2.0
0 20.1
6.1 8.9
2.2 .6
1.1 28.8
.7 1.5
.1 0

x 23.2
5.4 2.8
4.3 3.1h
1.0
4.6 4.9
X 1.1
6.5 3.3

x - Data not available.
Note: Cities are listed in order of population.

Cities not included in this table reported no
income from property.
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TABLE XLII

REVENUE FROM UTILITIES AS A PER CENT OF TOTAL REVENUES
SELECTED YEARS, 19 ALABAMA CITIES HAVING 1950

POPULATION OVER 5,000

City Per Cent Total Revenues
1949 1951 1953

Gadsden 6.4 3.4 6.5
Anniston X 4.4 0
Dothan 49.9 58.4 58.0
Huntsville 14.2 8.3 8.4
Opelika 15.0 16.8 21.7
Sheffield 1.7 2.6 2.1
Sylacauga 47.2 42.1 48.2
Troy 44.4 48.8 53.0
Cullman 0 0 4.2
Lanett X X 57.6
Eufala 2.7 0 0
Greenville 15.1 12.7 17.5
Tuskegee 39.1 63.3 50,4C7 ft
Alexander City 33.1 37.7 c h.
Athens X X

Atmore X 0 A
Roanoke 7.4 0 U7 1
Guntersville 18.7 13.3 1.1

16.1Opp X X

x - Data not available.

Note: Cities are listed in order of P?PU^®-. n0
Cities not included in this table repo
revenue from utilities.
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revenue from utilities as a per cent OF LOCAL NON-TAX
REVENUES, SELECTED YEARS, 19 ALABAMA CITIES

HAVING 1950 POPULATION OVER 5,000

City Per Cent Local Non-Tax Revenues
1949 1951 1953

Gadsden 28.7 15.3
Anniston X 21.0
Dothan 77.5 85.9
Huntsville 47.9 30.7
Opelika 47.8 46.3
Sheffield 6.9 12.6
Sylacauga 77.8 75.5
Troy 84.6 84.0
Cullman 0 0
Lanett X X

Eufala 18.7 0
Greenville 51.5 56.2
Tuskegee 75.0 88.3
Alexander City 69.2 69.8
Athens X X

Atmore X 0
Roanoke 42.1 0
Guntersville 45.1 35.2
Opp X X

30.6
0

85.2
30.2

81.0
84.6
12.9
75.6
0
56.9
83.2
85.7
14.1
44.7
0
17.9
55.9

x - Data not available.

Note: Cities are listed in order of population.
Cities not included in this table reported no
revenue from utilities.
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TABLE XLIV

MISCELLANEOUS REVENUES AS A PER CENT OF LOCAL NON-TAX
REVENUES, SELECTED YEARS, 39 ALABAMA CITIES HAVING

1950 POPULATION OVER 5,000

Population
Class

No. of Cities
in Class

Per Cent Local Non-Tax
Revenues
1949 1951 1953

250-500,000
Birmingham 1 17.2 12.5 17.6

100-250,000
Mobile 2 2.2 3.5 4.5
Montgomery 4.2 6.4 9.1

50-100,000
Gadsden 1 6.3 5.2 2.5

25-50,000
Tuscaloosa 3 8.5 lb.5 10. d

4.2
8.1Anniston X 3.9

8.0Bessemer 7.0

10-25,000 12 3.3a 3.0 3.6

5-10,000 20 8.6b 7.0c 8.6

x - Data not available
a - Data available from only 11 cities
b - Data available from only 15 cities
c - Data available from only 17 cities
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TABLE XLV

MISCELLANEOUS REVENUES AS A PER CENT OF TOTAL REVENUES,
SELECTED YEARS, 39 ALABAMA CITIES HAVING 1950

POPULATION OVER 5,000

Population
Class

No. of Cities
Each Class

Per Cent Total Revenues
1949 1951 1953

250-500,000
Birmingham 1 2.9 2.2 3.1

100-250,000
Mobile 2 .3 .4 .5
Montgomery .6 1.2 1.8

50-100,000
Gadsden 1 1.4 1.1 .5

25-50,000
Tuscaloosa 3 2.0 3.7 2.5
Anniston X .8 .8
Bessemer 1.2 1.3 1.6

10-25,000 12 1.0a .9 1.0

5-10,000 20 1.5b 1.4° 2.0

x - Data not available
a - Data available from only 11 cities
b - Data available from only 15 c^*es
c - Data available from only 17 cities
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TABLE XLVI

RECEIPTS FROM ABC PROFITS, SELECTED YEARS. 39 ALABAMA
CITIES HAVING 1950 POPULATION OVER 5,000

Population
Class

No. of
Cities
Each
Class

Receipts
1949 1951 1953

250-500,000
Birmingham 1 $1,154,577 $816,565 $486,606

100-250,000
Mobile
Montgomery

2 343,538
343,883

241,956
187,233

194,606
169,535

50-100,000
Gadsden 1 108,511 70,902 45,975

25-50,000
Tuscaloosa
Anniston
Bessemer

3 80,684
X

79,800

52,720
48,942
71,998

66,726
25,630
42,515

10-25,000 12 5OO,455a 391,682 296,247

5-10,000 20 279,541b 217,541° 163,463

x - Data not available
a - Data available from only 11 cities
b - Data available from only 15 cities
c - Data available from only 17 cities



co
CD m
CO ch
•H
O
X

nH

M
in

CD Ch
c
•H

r~I

O Ch
w X
cd cd Ch
O Eh

•

(—’1

43 co
CQ in
£ Ch
H

X
r“4

iH cd i—{
d Eh m

•(“I Ch
O CD f ■"1
£ CQ
cd «H ch
C O T-j"
•H X Ch

w

3 1

CD m
f—{ Oh
o f—1
Xi S

(—1
CD m
> CD Ch

CQ [■ ■'I
5n C
O CD Oh
-P O
O »H Ch
s u 1—1

cn-3-• •
CM H

b-cn• •

Ch Ch• •

o mb-oo CO• • • •
CM CM H H H

-3- b-^j-m
• • • • •

rH H H H H

m Ch -3-
cd
H

• •X •
H H H H

H b-CO b-

CM-4" CM CM
H CM H H

inchH• • •
LOCO o
HH ri

O CO
•* •

Ch CD

-3- tn m
* • »

mn b~
m-3- cm

HO CM• • •mmch
mmn

• H •
m co
cm h

CM H H

CM CM CO
inmm

voco Ch
^•=r co

b- Ch
• X •

in m
kO b-

oo cdo £7 O O co
CD o o oo s * C o o 0

in cd o O (D *H -P
OJ rH bO o nd O cd co

1 -H P H w in o ho n i Td I co £
o o o
HSS

O cd
me>

iSSS

m
CM

i
o

0) <D <D
H H H

cd cd cd
H H H
■H H tI

ctJ cd cvJ
> > >
cd cd cd



387

TABLE XLVIII

pprFTPTS FROM ABC PROFITS AS A PER CENT OF TOTAL REVENUES,
SELECTED YEARS, 39 ALABAMA CITIES HAVING 1950

POPULATION OVER 5,000

Population
Class

No. of
Cities Per Cent of Total Revenues

1949 " 1951 1953
250-500,000
Birmingham 1 9.6 6.5 3.5

100-250,000
Mobile 2 10.7 7.2 5.0
Montgomery 10.7 5.0 4.1

50-100,000
Gadsden 1 6.7 4.0 2.5

25-50,000
Tuscaloosa 3 8.7 4.8 4.0
Anniston X 4.3 2.2
Bessemer 9.9 8.6 4.5

10-25,000 12 9.6a 5.9 3.8

5-10,000 20 9.9b 5.8° 3.3

x - Data not available
a - Data available from only 11 c^“-es
b - Data available from only 15
c - Data available from only 17 cities
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TABLE XLIX

RECEIPTS FROM MOTOR VEHICLE LICENSE TAXES. SELECTED
YEARS, 39 ALABAMA CITIES HAVING 1950 POPULATION

OVER 5,000

Population
Class

No. of
Cities _ . Total Receipts

1949 1951 1953

250-500,000
Birmingham 1 $272,497 $375,433 $384,586

100-250,000
Mobile
Montgomery

2 127,526
89,144

145,099
121,687

153,190
132,789

50-100,000
Gadsden 1 45,586 58,816 58,315

25-50,000
Tuscaloosa
Anniston
Bessemer

3 28,766
X

16,942

39,629
34,596
19,918

42,643
33,088
20,143

10-25,000 12 142,543a 207,338 208,688

5-10,000 20 89,225b 130,122° 148,639

x - Data not available
a - Data available from 11 cities only
b - Data available from 15 cities only
c - Data available from 17 cities only
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TABLE L

MOTOR VEHICLE LICENSE TAX RECEIPTS AS A PER CENT OF TOTAL
REVENUES, SELECTED YEARS, 39 ALABAMA CITIES HAVING

1950 POPULATION OVER 5,000

Population No. of
Class Cities

250-500,000
Birmingham 1

100-250,000
Mobile
Montgomery

2

50-100,000
Gadsden 1

25-50,000
Tuscaloosa
Anniston
Bessemer

3

10-25jOOO 12

5-10,000 20

x - Data not available
a - Data available from
b - Data available from
c - Data available from

Per Cent of Total Revenues
1949 1951 1953

2.3 3.0 2.9

4.0 4.3 4.0
2.8 3.3 3.2

2.8 3.3 3.2

3.1 3.6 2.5
X 3.1 2.9
2.4 2.1 2.1

2.7a 3.1 2.7
3.2b 3.5C 3.0

only 11 cities
only 15 cities
only 17 cities
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FINANCIAL INSTITUTIONS EXCISE TAX RECEIPTS AS A PER CENT
OF TOTAL REVENUES, SELECTED YEARS, 39 ALABAMA CITIES

HAVING 1950 POPULATION OVER 5,000

Population
Class

No. of
Cities Cent of Total Revenues

1949 1951 1953
250-500,000
Birmingham 1 1.0 1.4 .9

100-250,000
Mobile 2 1.3 1.5 1.8
Montgomery 1.0 1.2 .9

50-100,000
Gadsden 1 .7 1.3 1.2

25-50,000
Tuscaloosa 3 1.2 1.7 .9
Anniston X 1.8 1.7
Bessemer .9 1.2 1.0

10-25,000 12 .9a 1.0 1.0

5-10,000 20 1.0b .9° .8d

x - Data not available
a - Data available from 11 cities only
b - Data available from 14 cities only
c - Data available from 16 cities only
d - Data available from 19 cities only
Note: Mountain Brook derives no revenue from thi

hence the number of cities in the 5-10>?P° P
lation class was reduced by one in all thre y
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