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Sources of Revenue
· The largest source of revenue for state governments is intergovernmental revenues. 
· This is money that one level of government receives from another level.  
· The federal government gives states money for welfare, highways, hospitals, and other activities. 
· Sales tax, the second-largest source, is a tax on consumer purchases. 
· A percentage of the purchase price is added to arrive at the final price the consumer pays. 
· The merchant turns over the taxes to a state government agency. 
· Internet purchases are not subject to sales tax, which cuts into state revenues.
· Five states have no sales tax. 
· In other states, rates range from 2.9 to 7.25 percent. 
· Another source comes from contributions that states and state government workers make to their own retirement plans. 
· The last major category of revenue is state income taxes. 
· Some states tax a percentage of the federal income tax. 
· A few charge a single rate to all taxpayers. 
· In others, the rate goes up as income goes up. 
· Seven states have no state income tax.
· For many local governments, intergovernmental revenues are even more important than they are for states. 
· States provide most of this money. 
· The second-largest source of local revenue is property taxes. 
· These are taxes that people pay on the real property or personal property they own. 
· Real property includes land and buildings. 
· Personal property includes portable objects, such as jewelry or cars. 
· Most local governments now tax only real property.  
· Water and electric utility systems provide the third-largest source of revenue. 
· In some places, taxpayers pay three income taxes: federal, state, and local.
· Sales tax is a tax on goods and services. 
· It is usually a percentage of the selling price. 
· Fines for traffic violations and fees for special services also provide revenue for local governments. 
· How do state governments gain revenue from contributions made by state government workers to their own retirement plans?
· Expenditures
· Most public welfare spending covers entitlement programs. 
· These programs provide health, nutritional, or income payments to people who meet eligibility requirements.  
· Higher education is the second-largest spending category for state governments.
· States subsidize, or pay part of the costs of, a college education. 
· Without this subsidy, college students would have to pay more in tuition and other fees. 
· A small portion of state money is spent on the categories of employee retirement plans and hospitals and health.
· Many states pay a large percentage of local public school costs, but local school districts generally provide most of the money and make the key decisions regarding the operation of public schools. 
· Elementary and secondary education accounts for more than one-third of local government spending. 
· A large part of local budgets goes for police and fire protection.
· Local governments make decisions regarding water service. 
· Smaller communities may contract with private companies to supply water.  
· Some local governments have created special water districts. 
· Local governments are responsible for sewerage systems — sewers for sewage disposal. 
· Many maintain sewage treatment plants to conserve supplies of useful water. 
· Some local governments use garbage-processing plants rather than landfills to dispose of solid wastes. 
· 

