


property tax levy. For many local governments in Ore- 
gon, the "tax base" is only a fraction of the property 
tax levy. 

Figure 1 illustrates these distinctions quite clearly 
for the city of Salem. Under the 6 percent limitation, 
the city of Salem is allowed for fiscal year 1976-1977 to 
levy a tax which is 6 percent higher than the 1975-1976 
tax base (the area marked "Property tax within the 6 
percent Limitation") without a vote of the people. Even 
if the city of Salem wished to levy a tax in 1976-1977 
which was half as great as the 1975-1976 levy, it would 
have to go to the voters, since the 1976-1977 tax base 
is less than one-third of the 1975-1976 levy. 
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Figure 2 shows a similar situation for Salem 
Schools, although in this case the dependency on the 
property tax is even greater and the tax base is an 
even smaller fraction of the required property tax levy. 

Local governments such as these whose tax bases 
are considerably smaller than their operating levies are 
required to go to the voters each year for special 
levies outside the 6 percent limitation. Unless such 
governments can drastically reduce expenditures, find 
other major sources of revenue, or obtain voter ap- 
proval for new tax bases, there is little chance under 
the present law that they will ever be able to operate 
without annual appeals to the voters for special levies 
outside the 6 percent limitation. 

Although it has become increasingly difficult in re- 
cent years, most counties have managed to stay 
within the 6 percent limitation. The situation for Marion 
County (Figure 3) is typical of counties in Oregon. In 
such cases the tax levy is usually identical to the tax 
base and the levy is allowed to increase by 6 percent 
per year without a vote of the people. 

How Is the tax base for a local government 
computed? 

A tax base is the highest of the last three lawful 
(within the tax base) levies plus 6 percent. Suppose, 
for example, that a certain small local government 
made levies within the tax base of the following 
amounts during the last four fiscal years: 

FY 1972       $100 
FY 1973 0 
FY 1974 95 
FY 1975 98 

What would the tax base for 1976 be? It would be 
$106 ($100 + 6 percent of $100). The government 
could levy a tax of $106 without submitting the ques- 
tion to a vote of the people. 

Note that the tax base is calculated from the highest 
levy of the last three years "in which such a tax was 
levied." Because no tax was levied in FY 1973, the 
levies of fiscal years 1972, 1974, and 1975 are used to 
compute the tax base for FY 1976. 

What If a local government's budget shows a 
need for a levy In excess of the tax base? 

Suppose, to continue the example, the local gov- 
ernment budget for FY 1976 had shown the following: 

Planned expenditures $500 
Expected non-property 
tax revenues $395 

Property tax required to 
balance budget $105 
Plus 
Taxes not expected to be 
collected* $ 15 

Property tax levy $120 

The allowable increote under the 6% limitation it leu than half of one percent of the totol tchool 
General Fund budget. 

Figure 2 

* This includes estimates of tax delinquency, of the 3 per- 
cent discount for payment in full on November 15 and of 
the last quarter's taxes not to be received in the current fiscal 
year. More complete discussion may be found in OSU's Ex- 
tension Circular "How Your Property Tax Bill is Computed." 

If the government's 1976 budget had required a 
levy of $120, the government could not have legally 
made the levy because it exceeded the tax base by $14 
($120 minus the $106 tax base). The government then 
would have had four options: 

1. cut certain planned expenditures amounting to 
$14 from the budget and reduce the levy to $106. 

2. raise $14 in non-property-tax revenues and re- 
duce the property tax levy to $106. 

3. go to the voters for a special levy outside the 
6 percent limitation of $14. 

4. go to the voters to change the tax base to $120. 

Assuming that the government did not choose op- 
tions (1) or (2), it would have had to go to the voters 
for the additional $14 with either a special levy outside 
the 6 percent limitation or a proposal for a new fax 
base. While either a $14 special levy or $120 tax base 
would have raised th6 necessary $120 for 1976, the 
two measures would have quite different implications 
for the future. 

How does a special levy differ from a new tax 
base proposal? 

A special levy outside the 6 percent limitation does 
not affect a government's tax base. A new tax base, on 
the other hand, gives a aovernment a new base on 
which to compute next year's 6 percent increase. 

If the people in the above example had approved a 
special levy of $14 in 1976, the 1977 tax base would 
still have been only $112.36 ($106 + 6 percent of 
$106). 

If they had approved a new $120 tax base in 1976, 
however, and if the government had levied a tax of 
$120 in 1976, the 1977 tax base would have been 
$727.20 ($120 + 6 percent of $120). 

How does a local government Increase its tax 
base? 

There are two ways under Oregon law to increase 
a tax base: 

1. The "three previous levies" method: The Ore- 
gon constitution permits a local government, without 
a popular vote, to levy a tax of 6 percent higher than 
the highest of the last three lawful levies. The most 
common way for a government to increase a tax base 
is by levying each year's tax base in full. This new 
levy becomes the base for computing the succeeding 
year's tax base as described above. Under this 
method, a tax base cannot increase faster than 6 per- 
cent per year. 

2. The "tax base election" method: Before 1952, 
governments had no way of increasing tax bases by 
more than 6 percent per year. In the period of rapid 
inflation and government reorganization following 
World War II, governments found that adding 6 percent 
to the highest of the last three years' levies did not 
yield enough revenue to keep up with costs. To finance 
governmental operations, local taxing units had to go 
to the voters each year for special levies outside the 
6 percent limitation. 

A 1952 Amendment established an alternative to 
the three previous levies method of determining the 
base: Citizens can now vote to create a new tax base. 
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In order for a local government to have a new tax 
base, a majority of voters voting on a proposal for a 
new tax base must approve such a proposal in a pri- 
mary or general election. The ballot measure must spe- 
cify in dollars and cents the amount of the tax base in 
effect and the amount of the proposed new tax base. 
Once this new voted tax base is levied in full, subse- 
quent levies can exceed this new figure by 6 percent 
per year. That is, subsequent-year tax bases are de- 
termined by the three previous levies method. 

Can a government lose its tax base by not 
levying the full tax base? 

Yes. The law stipulates that a government must 
use the tax base or lose it. This may have the effect of 
causing some governments to levy a higher tax than 
they otherwise would so that they can preserve their 
tax base. A government's tax base is the highest lawful 
levy of the last three years in which a tax was levied, 
plus 6 percent. If a government with a $100,000 tax 
base submits an $80,000 levy for three years in a row, 
the tax base for the following year will be $80,000 plus 
6 percent, not $100,000 plus 6 percent. There is thus 
an incentive for a government to levy the full $100,000 
levy at least once every three years (whether it needs 
it or not) in order to preserve the $100,000 tax base. 

There are two exceptions to this. 
1. A "voted" tax base is not lost by failure to levy 

the entire base. 
2. Since 1962, a tax base is not affected if the 

government levies no tax in a given year. The law 
states that the tax base is the amount obtained by 
adding 6 percent to the levy of "any one of the last 

three years in which such a tax was levied." (Italicized 
words added by 1962 Amendment.) Taxing units 
which fail to levy a tax for a number of years can use 
the highest of the last three legal levies within the 6 
percent limitation as the basis for computing the sub- 
sequent tax base. 

Does every local government have a tax base? 
No. Although all counties and nearly all of Ore- 

gon's cities have tax bases, many school districts and 
other special districts do not have tax bases. Two- 
thirds of Oregon's more than 300 school districts, for 
example, do not have tax bases. This is due in part 
to a 1946 referendum in which the people of Oregon 
transferred the "tax bases" of Oregon's smaller school 
districts to the "rural school districts" (predecessors 
of the present Intermediate Education Districts). A 
number of smaller school districts lost their tax bases 
as a result of this. 

The first tax levy of a newly formed taxing district 
does not automatically become that district's tax base. 
A district can establish a new tax base only by a vote 
of the people at the time of a statewide general or 
primary election. 

Taxing units without tax bases must vote their en- 
tire levies each year as special levies outside the 6 
percent limitation. 

Does the 6 percent limitation apply to all taxes 
levied by a local government? 

No. Levies used to pay principal or interest on 
bonds that have been approved by a vote of the people 
and special levies that have been approved by voters 
(including one year levies outside the 6 percent limi- 
tation and serial levies) are outside the tax base, as 
defined above. Non-property taxes (e.g. motel taxes or 
local income taxes) are also outside the 6 percent 
limitation. 

If a local government gets new assessed value 
within Its existing boundaries does this increase 
the government's tax base? 

No. The 6 percent limitation applies to the tax levy, 
and not the tax rate. Because the limitation applied to 
the dollars levied, new sources of assessed value 
(such as new industry) do not increase the tax base 
of a taxing unit and do not permit a governmental unit 
to increase its tax revenue. Increases in assessed 
value lower the tax rate but they do not affect the tax 
levy to which the 6 percent limitation applies. 

If the local government annexes new territory, 
does this Increase the government's tax base? 

Yes, the local government's tax base for the year 
following annexation is increased by the amount repre- 
senting the property tax the annexed property would 
have paid using the tax rate of the annexing district 
within the tax base for the year of annexation, plus 6 
percent of this amount. 

If, for example, a jurisdiction with a $10,000,000 
assessed value, a tax rate of $5.00/$1,000 assessed 
value, and a tax base of $50,000 in the year of annexa- 

tion (FY 1975) annexes property worth $1,000,000 in 
FY 1975, the tax base of the annexing jurisdiction in 
the  year  following   annexation   would  be   $58,300: 

50,000   Tax base FY 1975 
+      3,000    (6 percent of 50,000) 
+      5,000   ($5X/$1000 times 1,000,000) 

(FY 75 tax rate X assessed value of 
annexed property) 

+ 300    (6 percent of 5,000) 

58,300   Tax Base of Annexing Jurisdiction 
FY1976 

What was the Intended effect of the 6 percent 
limitation? 

The 6 percent limitation was instituted so that 
citizens could have some control over large tax in- 
creases. For example, if a government saw a "need" 
to increase the tax levy by more than 6 percent in 
order to provide services, citizens could have a direct 
say in whether this increase would be allowed. The 
intended effect of the 6 percent limitation was to re- 
strict the growth of local taxes and local spending on 
services unless voted by the citizens. 

How was it Intended that a 6 percent limitation 
on the tax levy would affect local government 
budgeting and local government spending? 

The size of property tax levy is determined in the 
budgeting process by subtracting expected non-prop- 
erty tax revenues from planned expenditures. This 
means that the size of the property tax levy is deter- 
mined by three things: the amount of services to be 
provided by the local government unit, the cost of 
providing these services, and the amount of non- 
property tax revenue expected. Governments decide 
how much of each service to provide, compute the 
total cost of providing these services, and subtract 
from this cost the expected non-property-tax revenues 
(ENPTR) to obtain the property-tax levy. The property- 
tax levy, in the absence of a tax limitation, would rise 
and fall as needed to finance the difference between 
planned expenditures and expected non-tax revenues. 
If expenditures increased and ENPTR remained con- 
stant, the levy would increase as needed to fill the gap. 
If the expenditures remained the same and ENPTR 
decreased (for example, because a state or federal 
revenue source was cut back), the tax levy would in- 
crease as needed to fill the gap. 

The 6 percent limitation was designed to prevent 
the property tax from "increasing as needed to fill the 
gap" between planned expenditures and expected 
non-property tax revenues. In Oregon, if this gap re- 
quires a levy more than 6 percent higher than the tax 
base, the voters must approve such a levy. An effec- 
tive limitation on the property tax levy would force 
governments with increasing expenditures and/or de- 
clining non-property tax revenues to increase non- 
property tax revenues and/or hold down expenditures 
in order to keep the property tax levy within the tax 
base. 
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What determines the effectiveness of the 6 
percent iimitation in controlling property tax 
increases? 

The effectiveness of the 6 percent limitation in 
controlling the tax levy and spending of local govern- 
ments depends in part on (1) how close the tax base is 
to the levy needed by the governments, (2) the rela- 
tive strength of external pressures on government 
costs and the availability of other revenues, and (3) 
the willingness of voters to approve levies outside the 
6 percent limit. 

• First, if a tax base Is very close to the levy needed 
to run the government, the 6 percent limitation may 
have the effect of causing the budget committees to 
reduce spending to bring the levy within the limita- 
tion. On the other hand. If the tax base is only a small 
fraction of the levy needed, as is the case with many 
school districts, the limitation may have little deterrent 
effect on the budget committee, since the government 
must go to the voters for a special levy regardless of 
how much It pares expenses. 

• Second, local governments face a number of 
other pressures In their budgeting In addition to the 
6 percent limitation. 

In order to balance their budgets local governments 
wishing to remain within the 6 percent limitation must 
vary services provided, costs of providing services or 
expected non-property tax revenues. These variables 
however, are not completely under local government 
control, and many local governments have found that 
they are unable to vary them enough to keep levies 
within the tax base, and must go to the voters for spe- 
cial levies or new tax bases. Some of the circum- 
stances limiting the discretion of local governments in 
varying these factors are: 

1. Many local governments are under pressure to 
increase the level of service provided. Residents often 
request new services and, in growing areas, new resi- 
dents require additional services. The federal and 
state governments require local governments to pro- 
vide new services and meet new standards each year 
without fully reimbursing local governments for the 
cost of these services. 

2. Inflation has increased the cost of providing 
services by causing the costs of materials and serv- 
ices to rise dramatically and by making it necessary 
to increase wages and salaries of local government 
personnel. Prices of goods and services purchased 
by state and local governments in the United States 
increased 11.5 percent during 1974 and 7.2 percent 
during 1975. 

3. A large share of local government revenues 
consists of intergovernmental transfers not subject to 
local government control. In fiscal year 1974, 35 per- 
cent of city government revenues in Oregon were inter- 
governmental transfers (federal revenue sharing and 
grants In aid, and state shared revenues and grants). 
Thus, more than one-third of city government revenues 
in Oregon Is not subject to city control. Oregon coun- 
ties are even more dependent on Intergovernmental 
transfers: In fiscal year 1974, 62 percent of county 
revenues was intergovernmental transfers. Counties 
receiving National Forest revenues and revenues from 
the old Oregon and California Railroad lands (which 

together account for one-third of all county revenues 
In Oregon) have found the reduction in logging activ- 
ity and consequent reduction in revenues have had a 
dramatic impact on their budgets. The pending reduc- 
tion or elimination of federal general revenue sharing 
(accounting for 5.6 percent of Oregon county revenues 
and 9.8 percent of Oregon city revenues in fiscal year 
1974) likewise would reduce county and city revenues 
from these sources. 

• In the final analysis. It is the voters who de- 
termine whether the 6 percent limitation is effective. 

If the tax base ig low relative to the proposed levy 
and if other sources of revenue are not available, the 
effectiveness of the 6 percent limitation depends on the 
willingness of voters to approve new tax bases or lev- 
ies outside the tax base. If voters approve such meas- 
ures, levies can rise by more than 6 percent. If voters 
will not approve special levies or a new tax base, tax 
levies cannot increase by more than 6 percent. 

To what extent do local governments stay within 
the 6 percent iimitation? 

Many local governments have been unwilling or un- 
able to reduce service levels or increase local non- 
property tax revenues enough to stay within the 6 
percent limitation and have gone to the voters for spe- 
cial levies or new tax bases, often several times in the 
same year. 

Although counties have historically stayed within 
the 6 percent limitation. Increasing costs and declining 
revenues sent a number of counties to the voters in 
FY 1976. Four of the 36 Oregon counties obtained 
authorization to levy outside the 6 percent limitation 
for FY 1976, although half a dozen counties submitted 
levies to the voters. 

One third (82) of Oregon's cities obtained voter 
approval for levies outside the 6 percent limitation 
in FY 1976 and a good many others sought but failed to 
obtain approval for such levies. At least 20 percent of 
the cities which obtained approval for such levies went 
to the voters more than once. 

Most school districts in the state go to the voters 
for their levies every year. Of Oregon's 333 school 
districts, 319 went to the voters for all or portions of 
their operating levies in FY 1976. Almost one third of 
these (99) had to go more than once. Eight districts 
did not get a levy until the fourth vote and two districts 
did not until the fifth vote. 

Factors to consider in evaluating the 6 percent 
limitation. 

Oregon's 6 percent limitation involves certain 
costs. Some local governments, when unable to fi- 
nance the existing levels of service within the tax base, 
have cut back on the public services they provide. 
Elections required when local governments decide to 
go outside the tax base are costly both In terms of the 
election expenses and in time and effort spent by 
public administrators in convincing voters of the need 
for additional taxes. In local government units without 
tax bases or with very small tax bases, particularly 
schools, these costs must be incurred every year, even 
when the proposed levy would not increase taxes over 
current levels. Furthermore, in periods of inflation, even 
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new tax bases may not eliminate the possibility that 
governments will go to the voters for special levies 
outside the tax base in order to meet rising costs. 

The 6 percent limitation, however, ensures that the 
government is accountable to the voters for programs 
that require taxes. Property taxes are lower under the 
present restrictions than they would be if there were no 
6 percent limitation. 

In evaluating the 6 percent limitation, Oregon citi- 
zens should balance the increased accountability of 
local government for spending decisions and the lower 
taxes achieved against the public costs associated 

with reduced public service levels and the effort re- 
quired to pass special levies and new tax bases. 
Prepared by Bruce Weber, Oregon State University Exten- 
sion Economist. Assistance was provided by Don Kenyon, 
Oregon Department of Revenue; Kenneth Tollenaar and 
James Mattis of the Bureau of Governmental Research and 
Service, University of Oregon; Ira Jones, Oregon Department 
of Justice; Noel Klein, League of Oregon Cities; George An- 
nala, Oregon Tax Research; and Grant Blanch and J. B. 
Wyckoff, Department of Agricultural and Resource Econom- 
ics, and Alberta Johnston, Extension District Supervisor, Ore- 
gon State University. Illustrations are reprinted with permis- 
sion from the April 18, 1976, issue of The Oregon States- 
man/Capital Journal. 

The 6 Percent Limitation 
Article XI, Section 11 of Oregon Constitution 

Section 11. Tax limitation. (1) Except as provided in subsection (3) of this 
section, no taxing unit, whether it be the state, any county, municipality, dis- 
trict or other body to which the power to levy a tax has been delegated, shall 
in any year so exercise that power to raise a greater amount of revenue than 
its tax base as defined in subsection (2) of this section. The portion of any tax 
levied in excess of any limitation imposed by this section shall be void. 

(2) The tax base of each taxing unit in a given year shall be one of the 
following: 

(a) The amount obtained by adding six percent to the total amount of 
tax lawfully levied by the taxing unit, exclusive of amounts described in para- 
graphs (a) and (b) of subsection (3) of this section, in any one of the last 
three years in which such a tax was levied by the unit; or 

(b) An amount approved as a new tax base by a majority of the legal 
voters of the taxing unit voting on the question submitted to them in a form 
specifying in dollars and cents the amount of the tax base in effect and the 
amount of the tax base submitted for approval. The new tax base, if approved, 
shall first apply to the levy for the fiscal year next following its approval. 

(3) The limitation provided in subsection (1) of this section shall not 
apply to: 

(a) That portion of any tax levied which is for the payment of bonded 
indebtedness or interest thereon. 

(b) That portion of any tax levied is specifically voted outside the limita- 
tion imposed by subsection (1) of this section by a majority of the legal voters 
of the taxing unit voting on the question. 

(4) Notwithstanding the provisions of subsection (1) to (3) of this sec- 
tion, the following special rules shall apply during the periods indicated: 

(a) During the fiscal year following the creation of a new taxing unit 
which includes property previously included in a similar taxing unit, the new 
taxing unit and the old taxing unit may not levy amounts on the portons of 
property received or retained greater than the amount obtained by adding 
six percent to the total amount of tax lawfully levied by the old taxing unit on 
the portion received or retained, exclusive of amounts described in para- 
graphs (a) and (b) of subsection (3) of this section, in any one of the last 
three years in which such a tax was levied. 

(b) During the fiscal year following the annexation of additional property 
to an existing taxing unit, the tax base of the annexing unit established under 
subsection (2) of this section shall be increased by an amount equal to the 
equalized assessed valuation of the taxable property in the annexed territory 
for the fiscal year of annexation multiplied by the millage rate within the tax 
base of the annexing unit for the fiscal year of annexation, plus six percent of 
such amount. 

(5) The Legislative Assembly may provide for the time and manner of 
calling and holding elections authorized under this section. However, the 
question of establishing a new tax base by a taxing unit other than the state 
shall be submitted at a regular statewide general or primary election. 

Oregon Local Public Issues 

Oregon's 6 Percent Limitation 

Oregon's 6 percent limitation is a state constitu- 
tional provision that has generated much controversy, 
especially in recent years. This circular explains what 
the 6 percent limitation is and how it works, and it 
identifies some factors to consider in evaluating the 
limitation. 

What is the 6 percent limitation? 
The 6 percent limitation provision of the Constitu- 

tion was adopted in 1916. With certain exceptions, it 
limits the amount of property taxes a local govern- 
ment can levy without a vote of the people. Under the 
present wording of the Constitution, each local gov- 
ernment unit is prohibited from increasing its tax levy 
by more than 6 percent over the tax base unless so 
authorized by the voters. 

What is a tax levy? 
Each year, every local government in Oregon which 

levies a tax must prepare a budget. The property tax 
levy is computed from the budget. The levy is essen- 
tially the dollar amount needed to balance the budget 
after subtracting expected non-property tax revenues 
from planned expenditures. 

What is a tax base? 
The Oregon constitution defines a tax base as "the 

amount obtained by adding 6 percent to the total 
amount of the property tax lawfully levied by the taxing 
unit ... in any one of the last three years in which 
such a tax was levied . . ."* Excluded from this 
amount (and therefore outside the fax base) are levies 
to pay bonded debt and special levies voted by the 
people. A local government can levy the amount of its 
tax base without a vote of the people. The terms "levy 
within the tax base" and "levy within the 6 percent 
limitation" are synonymous. 

Does the 6 percent limitation allow local govern- 
ments to automatically increase spending and 
taxes by six percent a year? 

The limitation does not allow local governments to 
automatically increase their total budgets by 6 percent 
per year. Nor does it necessarily allow an automatic 6 
percent increase in the property tax levy. It permits 
only a 6 percent increase in the fax base. Let's look at 
these distinctions more closely. 

For most local governments in Oregon, the property 
tax is only one of several sources of revenue in their 
budgets. The amount of increase in their budgets is 
determined by the amount of revenue available from all 
sources. While school districts depend on the property 
tax for the major part of their revenues, the property 
tax finances less than one-third of city expenditures 
and less than one-quarter of county expenditures. The 
6 percent limitation controls only the amount of in- 
crease in the property tax levy and not the increase in 
the total budget. 

Furthermore, the limitation applies only to the "levy 
within the tax base" and not necessarily the entire 
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What determines the effectiveness of the 6 
percent iimitation in controlling property tax 
increases? 

The effectiveness of the 6 percent limitation in 
controlling the tax levy and spending of local govern- 
ments depends in part on (1) how close the tax base is 
to the levy needed by the governments, (2) the rela- 
tive strength of external pressures on government 
costs and the availability of other revenues, and (3) 
the willingness of voters to approve levies outside the 
6 percent limit. 

• First, if a tax base Is very close to the levy needed 
to run the government, the 6 percent limitation may 
have the effect of causing the budget committees to 
reduce spending to bring the levy within the limita- 
tion. On the other hand. If the tax base is only a small 
fraction of the levy needed, as is the case with many 
school districts, the limitation may have little deterrent 
effect on the budget committee, since the government 
must go to the voters for a special levy regardless of 
how much It pares expenses. 

• Second, local governments face a number of 
other pressures In their budgeting In addition to the 
6 percent limitation. 

In order to balance their budgets local governments 
wishing to remain within the 6 percent limitation must 
vary services provided, costs of providing services or 
expected non-property tax revenues. These variables 
however, are not completely under local government 
control, and many local governments have found that 
they are unable to vary them enough to keep levies 
within the tax base, and must go to the voters for spe- 
cial levies or new tax bases. Some of the circum- 
stances limiting the discretion of local governments in 
varying these factors are: 

1. Many local governments are under pressure to 
increase the level of service provided. Residents often 
request new services and, in growing areas, new resi- 
dents require additional services. The federal and 
state governments require local governments to pro- 
vide new services and meet new standards each year 
without fully reimbursing local governments for the 
cost of these services. 

2. Inflation has increased the cost of providing 
services by causing the costs of materials and serv- 
ices to rise dramatically and by making it necessary 
to increase wages and salaries of local government 
personnel. Prices of goods and services purchased 
by state and local governments in the United States 
increased 11.5 percent during 1974 and 7.2 percent 
during 1975. 

3. A large share of local government revenues 
consists of intergovernmental transfers not subject to 
local government control. In fiscal year 1974, 35 per- 
cent of city government revenues in Oregon were inter- 
governmental transfers (federal revenue sharing and 
grants In aid, and state shared revenues and grants). 
Thus, more than one-third of city government revenues 
in Oregon Is not subject to city control. Oregon coun- 
ties are even more dependent on Intergovernmental 
transfers: In fiscal year 1974, 62 percent of county 
revenues was intergovernmental transfers. Counties 
receiving National Forest revenues and revenues from 
the old Oregon and California Railroad lands (which 

together account for one-third of all county revenues 
In Oregon) have found the reduction in logging activ- 
ity and consequent reduction in revenues have had a 
dramatic impact on their budgets. The pending reduc- 
tion or elimination of federal general revenue sharing 
(accounting for 5.6 percent of Oregon county revenues 
and 9.8 percent of Oregon city revenues in fiscal year 
1974) likewise would reduce county and city revenues 
from these sources. 

• In the final analysis. It is the voters who de- 
termine whether the 6 percent limitation is effective. 

If the tax base ig low relative to the proposed levy 
and if other sources of revenue are not available, the 
effectiveness of the 6 percent limitation depends on the 
willingness of voters to approve new tax bases or lev- 
ies outside the tax base. If voters approve such meas- 
ures, levies can rise by more than 6 percent. If voters 
will not approve special levies or a new tax base, tax 
levies cannot increase by more than 6 percent. 

To what extent do local governments stay within 
the 6 percent iimitation? 

Many local governments have been unwilling or un- 
able to reduce service levels or increase local non- 
property tax revenues enough to stay within the 6 
percent limitation and have gone to the voters for spe- 
cial levies or new tax bases, often several times in the 
same year. 

Although counties have historically stayed within 
the 6 percent limitation. Increasing costs and declining 
revenues sent a number of counties to the voters in 
FY 1976. Four of the 36 Oregon counties obtained 
authorization to levy outside the 6 percent limitation 
for FY 1976, although half a dozen counties submitted 
levies to the voters. 

One third (82) of Oregon's cities obtained voter 
approval for levies outside the 6 percent limitation 
in FY 1976 and a good many others sought but failed to 
obtain approval for such levies. At least 20 percent of 
the cities which obtained approval for such levies went 
to the voters more than once. 

Most school districts in the state go to the voters 
for their levies every year. Of Oregon's 333 school 
districts, 319 went to the voters for all or portions of 
their operating levies in FY 1976. Almost one third of 
these (99) had to go more than once. Eight districts 
did not get a levy until the fourth vote and two districts 
did not until the fifth vote. 

Factors to consider in evaluating the 6 percent 
limitation. 

Oregon's 6 percent limitation involves certain 
costs. Some local governments, when unable to fi- 
nance the existing levels of service within the tax base, 
have cut back on the public services they provide. 
Elections required when local governments decide to 
go outside the tax base are costly both In terms of the 
election expenses and in time and effort spent by 
public administrators in convincing voters of the need 
for additional taxes. In local government units without 
tax bases or with very small tax bases, particularly 
schools, these costs must be incurred every year, even 
when the proposed levy would not increase taxes over 
current levels. Furthermore, in periods of inflation, even 
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new tax bases may not eliminate the possibility that 
governments will go to the voters for special levies 
outside the tax base in order to meet rising costs. 

The 6 percent limitation, however, ensures that the 
government is accountable to the voters for programs 
that require taxes. Property taxes are lower under the 
present restrictions than they would be if there were no 
6 percent limitation. 

In evaluating the 6 percent limitation, Oregon citi- 
zens should balance the increased accountability of 
local government for spending decisions and the lower 
taxes achieved against the public costs associated 

with reduced public service levels and the effort re- 
quired to pass special levies and new tax bases. 
Prepared by Bruce Weber, Oregon State University Exten- 
sion Economist. Assistance was provided by Don Kenyon, 
Oregon Department of Revenue; Kenneth Tollenaar and 
James Mattis of the Bureau of Governmental Research and 
Service, University of Oregon; Ira Jones, Oregon Department 
of Justice; Noel Klein, League of Oregon Cities; George An- 
nala, Oregon Tax Research; and Grant Blanch and J. B. 
Wyckoff, Department of Agricultural and Resource Econom- 
ics, and Alberta Johnston, Extension District Supervisor, Ore- 
gon State University. Illustrations are reprinted with permis- 
sion from the April 18, 1976, issue of The Oregon States- 
man/Capital Journal. 

The 6 Percent Limitation 
Article XI, Section 11 of Oregon Constitution 

Section 11. Tax limitation. (1) Except as provided in subsection (3) of this 
section, no taxing unit, whether it be the state, any county, municipality, dis- 
trict or other body to which the power to levy a tax has been delegated, shall 
in any year so exercise that power to raise a greater amount of revenue than 
its tax base as defined in subsection (2) of this section. The portion of any tax 
levied in excess of any limitation imposed by this section shall be void. 

(2) The tax base of each taxing unit in a given year shall be one of the 
following: 

(a) The amount obtained by adding six percent to the total amount of 
tax lawfully levied by the taxing unit, exclusive of amounts described in para- 
graphs (a) and (b) of subsection (3) of this section, in any one of the last 
three years in which such a tax was levied by the unit; or 

(b) An amount approved as a new tax base by a majority of the legal 
voters of the taxing unit voting on the question submitted to them in a form 
specifying in dollars and cents the amount of the tax base in effect and the 
amount of the tax base submitted for approval. The new tax base, if approved, 
shall first apply to the levy for the fiscal year next following its approval. 

(3) The limitation provided in subsection (1) of this section shall not 
apply to: 

(a) That portion of any tax levied which is for the payment of bonded 
indebtedness or interest thereon. 

(b) That portion of any tax levied is specifically voted outside the limita- 
tion imposed by subsection (1) of this section by a majority of the legal voters 
of the taxing unit voting on the question. 

(4) Notwithstanding the provisions of subsection (1) to (3) of this sec- 
tion, the following special rules shall apply during the periods indicated: 

(a) During the fiscal year following the creation of a new taxing unit 
which includes property previously included in a similar taxing unit, the new 
taxing unit and the old taxing unit may not levy amounts on the portons of 
property received or retained greater than the amount obtained by adding 
six percent to the total amount of tax lawfully levied by the old taxing unit on 
the portion received or retained, exclusive of amounts described in para- 
graphs (a) and (b) of subsection (3) of this section, in any one of the last 
three years in which such a tax was levied. 

(b) During the fiscal year following the annexation of additional property 
to an existing taxing unit, the tax base of the annexing unit established under 
subsection (2) of this section shall be increased by an amount equal to the 
equalized assessed valuation of the taxable property in the annexed territory 
for the fiscal year of annexation multiplied by the millage rate within the tax 
base of the annexing unit for the fiscal year of annexation, plus six percent of 
such amount. 

(5) The Legislative Assembly may provide for the time and manner of 
calling and holding elections authorized under this section. However, the 
question of establishing a new tax base by a taxing unit other than the state 
shall be submitted at a regular statewide general or primary election. 

Oregon Local Public Issues 

Oregon's 6 Percent Limitation 

Oregon's 6 percent limitation is a state constitu- 
tional provision that has generated much controversy, 
especially in recent years. This circular explains what 
the 6 percent limitation is and how it works, and it 
identifies some factors to consider in evaluating the 
limitation. 

What is the 6 percent limitation? 
The 6 percent limitation provision of the Constitu- 

tion was adopted in 1916. With certain exceptions, it 
limits the amount of property taxes a local govern- 
ment can levy without a vote of the people. Under the 
present wording of the Constitution, each local gov- 
ernment unit is prohibited from increasing its tax levy 
by more than 6 percent over the tax base unless so 
authorized by the voters. 

What is a tax levy? 
Each year, every local government in Oregon which 

levies a tax must prepare a budget. The property tax 
levy is computed from the budget. The levy is essen- 
tially the dollar amount needed to balance the budget 
after subtracting expected non-property tax revenues 
from planned expenditures. 

What is a tax base? 
The Oregon constitution defines a tax base as "the 

amount obtained by adding 6 percent to the total 
amount of the property tax lawfully levied by the taxing 
unit ... in any one of the last three years in which 
such a tax was levied . . ."* Excluded from this 
amount (and therefore outside the fax base) are levies 
to pay bonded debt and special levies voted by the 
people. A local government can levy the amount of its 
tax base without a vote of the people. The terms "levy 
within the tax base" and "levy within the 6 percent 
limitation" are synonymous. 

Does the 6 percent limitation allow local govern- 
ments to automatically increase spending and 
taxes by six percent a year? 

The limitation does not allow local governments to 
automatically increase their total budgets by 6 percent 
per year. Nor does it necessarily allow an automatic 6 
percent increase in the property tax levy. It permits 
only a 6 percent increase in the fax base. Let's look at 
these distinctions more closely. 

For most local governments in Oregon, the property 
tax is only one of several sources of revenue in their 
budgets. The amount of increase in their budgets is 
determined by the amount of revenue available from all 
sources. While school districts depend on the property 
tax for the major part of their revenues, the property 
tax finances less than one-third of city expenditures 
and less than one-quarter of county expenditures. The 
6 percent limitation controls only the amount of in- 
crease in the property tax levy and not the increase in 
the total budget. 

Furthermore, the limitation applies only to the "levy 
within the tax base" and not necessarily the entire 
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Other City Revenues 

Property Tax leviej 

Property Tax Inside 
6% I 

Under the 6% Limitation, the 
allowable annual increase in 
the property tax levy without 
a vote of the people . . . 

. . is NOT 6% of 
the 

total city budget. 

. 1$ NOT 6% of 
the total 

property tax. 

IS 6% of thi» J   J     t 

* Or an amount approved as a new tax base by the voters. 

flw altowoble incrMM undi the 6% limitation i> a liltk ov«r on* half of on* par cant of tho total 
clly budfl.1. 
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