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1) Source: 1997-98 Annual Report, State Board of Equalizaton.

(2) Source: 1997-98 Property Tax Revenues, State Board of Equalization memorandum.

(3) Revenue totals include both countywide and less than countywide revenues.

(4) Totals include those revenues allocated to Redevelopment Agencies, prior to pass-throughs.

66



Ll

L
LWOOOOOLO

L L
ooooLoLoLLWOO

w w w

NWLWHNANNNDNNNANNNNDNNNDNNNNDNNNN UGN U N

L
LWOOOOwWwOUo0UO

w
o

$32Inos
Jajsuel|
wnwiuin

%TZ'9
%cZ8'ET
%85°GT

%816

%.9°6
%IV’ ET

%696

%€E8'9
%.C°ET
%TSET

%80'8
%SC'TT

%188
%.L°6T

%€E8'8

%cv'8
%.9°9T
%6L°¢CT

%VS'L
%6191
%ELVT

%V9'6
%V6'LT

%€EB'6
%08'TT
%6L°ET

%/.8°6

%00°S
%EV'ET
%¥v0°0T
%86'7¢
%80°v¢

xe] Auadolid
uolneonpg
[e101 JO %
e se lajsuel]
xe| saes

T9L'7€8$
80G'TSL'GT$
2.8'8,2'08T$
6S5.'288'€$
2e0'v62'9$
€10'569'8T$
Yov'L9.$
v.8'762$
¥16'816'9%
€v.L'SS0'v$
TTLLT9$
S67°800'9T$
99t'529‘e$
66725 0vr$
998'9T6$
¥29229'T$
TYT'9vL'es
§25°206'8¢$
9S7'¥80°T$
622'78€'G$
€€9'€95'G$
185'L16$
8,9'G28'veS
ST0'S¥e'S$
6.£'95.$
9ve'LET'8YS
280°096$
205'856$
866'CSC'8$
660'96€T$
ET9VVT$
L19'985'G6$

86-L66T
Jajsuel]
xe] safes
1usD ¢/T

xe] sa[es

000°68E'€T$
000°L00'VTT$
000‘708'9ST'T$
000°666'07'$
000°00T'S9%
000°6TY'6ET$
000'8T6°L$
000'v22'v$
000°6ST'2S$
000'20'0€$
000'879°L$
000°652°ZrT$
000°8ET'TY$
000'8,9'82Z'c$
000°G8€'0T$
000°082'6T$
000°0L1'¢C$
000°€20'92Z$
000'vLE'VT$
000'659'¢€$
000°e8L'2€$
000'828'6$
000°9.T'v6T$
000°€9€'eS$
000'v07‘9$
000°'950°6v7€$
000°CEL'6$
000°LLT'6T$
000v91'19%
000°0T6'€T$
000'6.5$
000°200°26€$

86-L66T
xe] Aladoid
uolneonp3 [eloL

000'vZy'6$
000'96.'69%
000°€6£°CTL$
000°GTS'Sc$
000'G69'TY$
000°9170'98$
000'889°G$
000'286'C$
000'79¢'S¢$
000°€ET LTS
000'995'9$
000'795'c8$
000°TCT'SC$
000°6€.706$
000°285'9$
000'690'TT$
000°€22'0T$
000°807'GET$
000'8€6'0T$
000°GT2'0¢$
000°618'T¢$
000'028'G$
000'652'86$
000'969'¢€$
000'0S6''$
000°'986°002$
000'969°G$
000°0ET ¥T$
000°6TT'0v$
000°68T'TT$
000°0T¥$
000°957'09T$

86-266T
) zT-M

000'TT9'T$
000°cL0'eC$
000°'9€€°892$
000'996°L$
000°T6S'CT$
000°T€0'CES
000°€¥8‘T$
000°LT.$
000°T8T'8T$
000'729°L$
000'588$
000'8€0'S€$
000'T..'8$
000°890°0VT'T$
000'STL'T$
000°€S.'v$
000'v6€'6$
000°290'95$
000'ST8'T$
000'T9V'L$
000°c67'TT$
000'90T‘Z$
0002ST'0L$
000°81717'CT$
000'8EV‘T$
000°G26'G0T$
000°07L‘T$
000'87€‘€$
000°T91'0T$
000'902°2$
000°69T$
000°zze'L0c$

86-266T
(3) 4vy3

000'82€‘C$
000°G26'€T$
000°TOS ‘v T$
000'096'G$
000°L¥8'L$
000°ST6'VT$

0002.$
000'9S¥'v'$
000°2LLT'E$

000°28S'LT$
000°€VT'v$
000°L0‘€ET$
000°COV‘T$
000°'6EY'2$
000'68L‘T$
000'8.6'S¢$
000°€SV$
000'STO'V'$
000'779°€$
000'992‘T$
000°9vE'9T$
000'S¥.'G$

000°'0vS'TES$
000'S70°C$
000'T6ET$
000'€59°9$

000'9v6'€C$

86-/66T
(D) sabsjj00
Alunwwo)

000'92$
000°€TC'L$
000'v.S'TE$
000'8SS‘T$
000°296°C$
000°22¥'9$
000°28€$
000°€0S$
000'T9T'v'$
000°070°C$
000°26T$
000'02L0°9%
000°€0T‘E$
000'795'05$
000'T89%
000'6TO‘T$
000'790°T$
000'0.5'8$
000'89T‘T$
000'896$
000°228$
000'9€9$
000'6TY'6$
000'VL¥'2$
000'9T$
000°G09'0T$
000'TS2$
000'80€$
000'TEC'V$
000°STS$

000°€8€‘G$

86-/66T
(S) sjooyos
Jo "Jadns

xe] Aladoid

sewn|d
199e|d
abuelo
epensN
edeN
Aala1uon
OUOW
J0pON
SERIETN
OUID0pUB
esodirenw
uirep
eIOPERN
saebuy S0
uassen
aye
sBury
uIay|

0Au|
fersadwy
pjoquinyH
uus|o
ousalid
opeloqd |3
alI0N [2d
B1S0D BIIUOD
Bsn|o)
selane[ed
anng
lopewy
auldly
epawe|y

Auno)

dems ayj 10} seainos xe] Aliadoid
8 aInbi4

67



]

NN NHNLONNNNULNNLNNNLNNOONNONO

L w w
) SNCNSNONG)

w w

Ll

Ll

Ll

w w

ooooowooooLooLooLoLbwWwOLLOLOLOLO

w w

%¢8'9T 606'GOS‘EV.L'T$ 000°GEL'€9E'0T$ 000'2T6'G09'G$  000°'T9L‘9VV'E$ 000°'6€5'S76$ 000'8TS'G9E$
%cS'TT 6SS°L.9T$ 0000957 T$ 000°066'9% 000°670°G$ 000VTST$ 000°200°T$
%Vv0'8T 670°166'8$ 000°9v8'6v$ 000°929'G¢$ 000°T¥S'LT$ 000'T8Z'$ 000'86€C$
%VovT 88Y'8T1'9e$ 000°€8.'8¥7C$ 000269 T$ 000'8TS'0L$ 000°788'cc$ 000°266°L$
%92°6 LTELL6'TS 000°79€‘1C$ 000°€62'7T$ 000°00Z‘'$ 000°2LEC$ 000'767$
%T09T 68LVSL'ETS 000°TT6'G8$ 000°888°C$ 000'908'T€$ 000'0.8°L$ 000°.L¥E‘€$
%.2°9 LT1'822% 000°GEY'v$ 000°258°C$ 000°975$ 000°67.$ 000°€82$
%.C'TT ¥8€'€E6'TS 000°T9T'LT$ 000°.¥0°0T$ 000'600‘'$ 000'9SS‘T$ 000'67S‘T$
%09 VT 080°69.°c$ 000°T28'5c$ 000'v¥C'ST$ 000'T.L'9$ 000°€0Z‘€$ 000°€09$
%6L° VT €,6'087'0c$ 000°TSY'8ET$ 000°TTEZ8$ 000°508'62$ 000°0L2'vT$ 000°G90'CT$
%69 VT 800°G98'Se$ 000°82T'9LT$ 000°088‘TTT$ 000°¢vS'6€$ 000'8€S'LT$ 000'89T'L$
%61 €26'G0L'9T$ 000°€€0'98% 000°8TO‘TV$ 000°6TT'LE$ 000'966‘'$ 000°006°C$
%V 0T TSP'069'T$ 000°TYE'9T$ 000°'502'0T$ 000°299°€$ 000'6€6'T$ 000°0£S$
%599 8€0'z8$ 000'VEC‘TS 000°C.8$ 000°6TES 000°cv$
%EV' VT 809'7ZT'8$ 000°€TE'9S$ 000°267'Ge$ 000°TTC'ET$ 000°c2e'S$ 000°282°2$
%VTCT TCT'E6S'TTIS 000°997'G6$ 000287'09% 000°cee'1C$ 000°L7S'6$ 000'SOT‘v'$
%5891 9v0°TZ9'8ET$ 000°099°2Z8$ 000°€T6'66V7$ 000°G28'06T$ 000°c2E'06$ 000°66S'Tv$
%S¢t TY0'ELL'6T$ 00029¢‘19T$ 000°670°20T$ 000°LT¥'vE$ 000°2SL'VT$ 000'v¥T'0T$
%SC VT v62'720'GS$ 000°'9.£'98¢€$ 000°€69°6£2$ 000°08.'c8$ 000°€LE'TY$ 000°0€S'TC$
%VE6 990'v9T'TT$ 000°TOS'6TT$ 000°c€L'SL$ 000'G69'¢c$ 000°GEC'ETS 000'8€8'L$
%ECLT S66'vSY'vC$ 000°G68‘TvT$ 000°879°G9$ 000°002'79% 000°200°6$ 000'S¥0‘€$
%EE'6C 9€0°c€9'35$ 000°'959°68T$ 000'7S0‘Er$ 000'72S'8ET$ 000'8.0'8$
%EBVT 226'280°CrT$ 000'792'856$ 000°LET‘T29$ 000°€00°20Z$ 000°025'S0T$ 000'709'62$
%cc0¢ 602‘29z'eL$ 000°29v'L5€$ 000°G67'68T$ 000'TTS'0ET$ 000°050'ce$ 000'90%‘G$
%TC 0T Ovy'ST8'T$ 000°€82°LT$ 000°955°CT$ 000'855°C$ 000°270°C$ 000°229%
%TS€EC 028829'79% 000°558'v.2$ 000°68.vCT$ 000°680°22T$ 000°2T8'9T$ 000°G9T'TT$
%9191 259'G/9'T9% 000°885'v.L€$ 000°'092'812$ 000°'920°T0T$ 000°cer'ce$ 000'698'¢¢$

apImalels

BqnA
O|OA

'INJUSA
auwnjon]
aleny

Aung

eweyal

Jenns
sne|siuels
BWOUOS
oue|oS
noApisis

eIIBIS

elSseys

ZniD ejues
eIR|D BlUBS
eleQIRg BlURS
09Je|N ues
odsigo sIn ues
uinbeor ues
090SIoURIH UBS
obaiqg ues
oulpJreulag ues
ojluag ues
ojuaweloes
apIsIanly

dems ayy 10} seainos xe] Aliadoid
8 aInbl4

68




€617'552'86$
8¢1'G25'9.L6$
re'TIT'LES
896'508'85$
886°€2.'0CT$
9€5'0ST'L$
L21'286'€$
980°'0¥2'St$
852'896'G2$
682'0€0°L$
S05°'052'9¢T$
4R RARWASS
20S'vST'88L'T$
GET'897'6$
9/€'2599'L1$
658'cC.'8T$
S.¥'02T'L6T$
SYS'682'€T$
CLL'YLT IS
L9e'6TC'CES
0Zt'088'8$
22€'05€'65T$
986'LTT'8Y$
129'879'G$
559°8T6'00€$
616'TLL'8$
861'8TC'8T$
200'TTZ eSS
TO6'€TS'CT$
L8EVEYS
€8g'02r'10€$

Jajsuel]
1s0d 86-.66T
xe] Auadoid

uoneonp3 [eloL

%€E9'ES
%¢0'89
%¢C6°€S
%8569
%VS'99
%T0°LE
%EY'69
%.T°99
%56°€S
%8129
%EI'TS
%V6°89
%0€'8€
%.E°99
%9T°LS
%8E'8Y
%€ECCS
%05°LS
%0v'2¢S
%8¢'LS
%/.8°09
%68°'TS
%0V vy
%60°09
%EL IV
%T16'¢S
%ST'€9
%€0°¢29
%8975
%1861
%05°9¢€

)
abejuaolad
uo1eIo||v

xe] Aladoid maN

%cZ8'ET
%85°GT
%816
%.9°6
%IV'ET
%696
%€E8'9
%.C°ET
%TSET
%80'8
%SC'TT
%188
%.L°6T
%€E8'8
%cv'8
%.9°9T
%6L°¢CT
%VS'L
%6191
%ELVT
%V9'6
%V6'LT
%€EB'6
%08'TT
%6L°ET
%/.8°6
%00°S
%EV'ET
%¥v0°0T
%86'7¢
%80°v¢

xe] Auadolid
uolneonpg
[e101 JO %
e se Jajsuel]
Xe| saes

80G'TSL'GT$
2.8'8,2'08T$
65.'288'€$
2e0'v62'9$
€10'569'8T$
Yov'L9.$
v.8'762$
¥16'816'9%
€v.L'SS0'v$
TTLLT9$
S67°800'9T$
99t'529'c$
66725 0vr$
998'9T6$
¥29229'T$
TYT'9vL'es
§25°206'8¢$
9S7'¥80°T$
622'78€'G$
€€9'€95'G$
185'L16$
8,9'G28'veS
ST0'S¥e'S$
6.£'95.$
9ve'LET'8YS
280°096$
205'856$
866'C5C'8$
660'96€T$
ET9VYT$
L19'985'G6$

86-L66T
Jajsuel]
xe] sa[es
1usD ¢/T

lajsuel] xe] saes

000°L00'VTT$
000‘708'9ST'T$
000'666'0v$
000°00T'S9%
000°6TY'6ET$
000'8T6°L$
000'v22'v$
000°6ST'2S$
000'20'0€$
000'879°L$
000°652°ZrT$
000°8ET'TY$
000'8,9'822'c$
000°G8€'0T$
000°082'6T$
000°0L1'¢C$
000°€20'92Z$
000'vLE'VT$
000'659'¢e$
000°e8L'2E$
000'828'6$
000°9.T'v6T$
000°€9€'eS$
000'v707‘9$
000°'950°6v7€$
000°CEL'6$
000°LLT'6T$
000'v91'19%
000°0T6'€T$
000'6.5$
000°200°26€$

86-L66T
xe] Aladoid
uoneonp3 [elol

%cc'e9
%€EL'89
%95°69
%96°599
%0€°599
%8601
%6.L°€9
%9.L'79
%.E°29
%.6°L9
%.T°8S
%09°G.L
%Vl Ly
%0L'TL
RLTAAY)
%90'8S
%68°6S
%6129
%VvL29
%.T°L9
%.E°L9
%ECE9
%V 6y
%cCT1°89
%0Z'vS
%0.°8S
%.17°99
%S9'TL
%8L°09
%01°9¢
%.0°8Y

)
abejuaolad
uo1eIo||Y

xe] Aladoid 1ualiin)

199e|d
abuelo
epensN
edeN
Aalo1uo
OUOW
J0pON
SERIETN
OUIDOpUBI
esodirenw
uirep
eISPEN
saebuy S0
uassen
aye
sBury
uIay|

0Au|
fersadwy
pjoquinyH
uus|o
ousalid
opeloqd |3
alI0N [2d
B1S0D BIIUOD
Bsn|o)
selane[ed
anng
lopewy
auldly
epawe|y

Auno)

dems-1sod pue -aid xe] Alladoid uoneonp3
6 9InbI14

69



260'622'029'8$

Ty¥'288°CT$
156'7S8'0v$
ZTS'v9e'C1C$
€89'08¢€'61$
Z12'9ST'2L$
¥88°9GT'v$
L19'/222'S1$
126'TS0'22$
120°0L6°LTT$
€66'C92'05T$
L10'22€'69%
675'059'v1$
296'TST'T$
€6€'88T'81$
088'c.8°€8$
¥56'8€0'789%
096885 TV T$
90.°T0E'TEES
¥€6°'9€€'80T$
900°0vY'LTT$
596'C20'vET$
6.0°'T8T'918%
16.'661'G8¢$
095°296'ST$
08T1°'922'01C$
8vE'CT6'CTES
0ve'LSSCT$

%6¢'8S
%62°€S
%6V LYy
%EL'LS
%0Z'vS
%00°T9
%889
%S95°9S
%.E°99
%9T°€S
%cCL'EY
%98°69
%6C'TE
%09°09
%V6°99
%.9°LS
%EEVS
%61°9S
%TC'LS
%S0'8Y
%.6°€C
%.17°99
%6L°SY
%ST'99
%6 07
%50'¢S
%SY'T9

%¢8'9T

%cS'TT
%Vv0'8T
%VovT

%92°6
%T09T

%.2°9
%.C'TT
%09 VT
%6L° VT
%69 VT
%cv'6T
%VeE 0T

%599
%EV' VT
%VTCT
%5891
%S¢t
%SC VT

%VE6
%ECLT
%EE'6C
%EBVT
%cc0c
%TC 0T
%TS€EC
%9191

%TZ'9

's1010€} UONRIO|[e UoiedNpa AUnod (e jo abelae pajybiam e sjussaldal ainby yoeg
‘(luswdojanapal ssa| sanuanal xe) Aladoid sapimAIUNOD [e10} “'°[) SNUSASI B|geredo)e [el0) Uo paseq pale|nofe) #

606'GOS‘EV.L'T$

695'2/9'T$
670'T66'8$
88Y'8TY'9€$
LTE'L16'T$
68L'VSL'ETS
L11'8L2$
¥8€'€E6'T$
080'69.'€$
€.6'087'02$
800'598'G2$
€26'S0L'9T$
1S7'069'T$
8€0'28$
809'v2T'8$
T2T'€6S'TT$
9v0°T29'8ET$
Tv0'€LL'6T$
¥62'7,0'55$
990'V9T'TT$
S66'7SY'vC$
9€0'€€9'G5$
226'280°CrT$
602'292'2L$
Ovy'ST8'T$
028'829'79$
259'529'19%
T9.'7€8$

000°GEL‘€9E'0T$

000°09S VT$
000'978'61'$
000°€8.'8¥¢$
000'79€1Z$
000'TT6'G8$
000'SEY'v$
000'TOT LTS
000'T28'Se$
000°TSY'8ET$
000°82T'9LT$
000°€€0°'98$
000'TVE9T$
000'vEC‘T$
000°€TE'95$
000'997'56$
000°099°228%
00029¢'19T$
000°'9.£'98€$
000°TOS'6TT$
000°G68‘TvT$
000°'959'68T$
000'792'856$%
000°29v'L5€$
000'€8L°LT$
000°558'v.2$
000°885'v.€$
000'68E€T$

%88°G9
%¢0°599
%€9°9S
%29°€9
%ES V9
%80°599
%TE99
%¥0°G9
%cCL9L
%TEC9
%9C'vS
%.L99
RLTASRA
%28°0L
%1879
%9€°69
%cC6'T9
%CL'v9
%0T°€9
%90'8S
%C6°EE
%6299
%0v°LS
%.9°€L
%.9°¢S
%TEC9
%¢25'99

apImalels

eqnA
O|OA

'INJUSA
auwnjon]
aleny

Aung

eweyal

Jenns
sne|siuels
ewouos
oue|oS
noApisis

eIIBIS

elSseys

ZniD ejues
eIR|D BIUES
elRQIRg BlURS
09Je|N ues
odsigo sIn ues
uinbeor ues
090SIoURIH UBS
obaiq ues
oulpJreulag ues
ojluag ues
ojusweloes
apIsIanly
sewn|d

dems-1sod pue -aid xe] Alladoid uoneonp3
6 9InbI4

70



Figure 10
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Figure 11

Number of Jurisdictions That Would Be Better or Worse Off Under a Statewide,
Population-Based Distribution of the Local Sales Tax, 1994

Type of Number of Percent of Total Total Population of
Percent of State

Jurisdiction Jurisdictions Cities or Counties Such Jurisdictions Population
Cities that would

be better off 240 51.1 13,539,375 39.6
Cities that would

be worse off 209 445 12,893,360 40.7
Counties that would

be better off 51 89.5 5,240,000 16.6
Counties that would

be worse off 6 10.5 984,680 3.1

*NOTES: Population for counties refers to unincorporated areas only.

City and County of San Francisco is counted as a city.

Source: Public Policy Institute of California,
California Cities and the Local Sales Tax, 1999
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Figure 12

Characteristics of Cities Gaining and Losing Revenues Under a
Statewide, Population-Based Distribution of the Local Sales Tax

Gaining Cities Losing Cities

No. in Los Angeles area 108 69
No. in San Francisco Bay area 48 52
No. in Central Valley 57 32
No. in rest of state 48 56
No. urbanized 152 141
No. nonurbanized 100 63
No. central cities 9 27
Mean per capita income, 1989 $17,090 $17,854
Mean household size, 1990 3.0 2.6
Mean % black, 1990 4.3 3.4
Mean % Hispanic, 1990 28.5 19.9
Mean % senior citizens, 1990 11.0 13.0
% of own-source local revenue

from sales taxes, 1993 18 28

Source: Public Policy Institute of California,
California Cities and the Local Sales Tax, 1999
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APPENDIX C: RELEVANT ARTICLES

Reform School:
California and Its Local Governments

By Dean Misczynski, California Research Bureau

districts is a drop-dead constant. It achieved considerable intensity

during the 1850’s, and was a centerpiece in the framing of the state’s
1879 Constitution. It flared during the Progressive 19-teens, during the de-
pression, during the 1960’s, reached a kind of apogee with 1978’s Proposi-
tion 13, and has continued with some, possibly growing, bitterness since.
Proposals for reform abound (from the cities and counties, of course, from
legislators, from California’s ignored Constitutional Revision Commission,
from the foundation-funded California Governance Consensus Project, from
the Legislative Analyst, from think tanks). More are coming. So far, none has
had legs. This is partly because there are many terribly sacred cows in this
corral. It may be partly because the subject is complex, techy, and jargony
(“Realignment”, ERAF, AB 8, and “Fiscalization” are prerequisite concepts),
largely inaccessible to ordinary, well-adjusted people. Itis partly because the
conflict has several threads, which get unavoidably or perhaps intentionally
interwoven and partly obscured in conversation. This essay foolishly attempts
to identify main threads with which any local government finance reform
proposal should deal, and against which proposals might be judged.

Struggle between California (the State) and its cities, counties, and

Seven Threads

| propose that there are seven main threads, and another handful of lesser,
but by no means trivial, loose ends. The threads are:

(1) The Adequacy Issue. Local officials take it as unbearably obvious
that they are starved for funds, compelled to cut local services beyond
lean meat, and that the citizenry is consequently devastated.

This proposition appears to be less obvious to state legislators, and, ulti-
mately more importantly, to many voters.

Analysis of data suggests that the truth is complex. Real spending (that
is, adjusted for inflation) per person has stayed reasonably constant for
most programs in most communities for more than a decade, and has
increased for some programs. Parks and libraries are more likely to have
gone down, police and sheriffs to have gone up. Spending data does not
support the devastation hypothesis. Of course, the same real spending
may not buy as much. Juvenile homicides cost more to prosecute than
the juvenile crimes of yore. But this line of debate is inconveniently murky.
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(2) The Shock Absorber Problem. California experiences business
cycles, with lean years and fat years. Curiously, the state has nothing
much in the way of a counter-cyclical policy. It spends with profligate
energy in fat years and is invariably surprised and financially embar-
rassed in lean years. The idea of accumulating a cushioning reserve in
the good times appears to be politically oxymoronic (dismissed as an
“obscene surplus” in one of Jesse Unruh’s less fortunate quips). Califor-
nia has few trigger operated automatic stabilizers that might increase
revenues or decrease spending during recession. This would be only a
curiosity to local governments were it not for the state’s practice of using
local governments as fiscal shock absorbers during lean years. The most
important recent example occurred during the early 1990’s recession,
when the state diverted some $3 billion from local government budgets
to the schools, thereby freeing up $3 billion of state money (this is known
as the ERAF shift). The transfer helped the state balance its books, at
the expense of unbalancing local ones.

It is hard to imagine serious state/local reform that did not include
insulation or at least explicit understanding about how local revenues
would be treated during recessions.

(3) The Fiscalization of Land Use. Itis widely believed that our local
government financing arrangements distort land use decision-mak-
ing. In particular, shopping centers, auto dealerships, hotels, and other
commercial developments are enormously attractive because they
produce abundant sales tax revenue for the lucky local agency where
they are sited. Housing, except perhaps for its very expensive variet-
ies, is less blessed, and probably costs local agencies more in ser-
vice costs than it returns in tax revenues. A troubling newer phenom-
enon is that industrial projects are seen as fiscal losers, with the re-
sult that too little land may be zoned for these job generating projects.

It is hard to imagine serious reform that did not improve this fiscal
incentive system.

(4) The Evisceration of Home Rule. The first hundred years of the
state/local struggle was about whether localities could govern their own
affairs without interference by the Legislature. This was not idle angst.
The early Legislature meddled unscrupulously in intimate city matters. It
required cities to invest local funds in railroads, to pay individual contrac-
tors amounts determined by the state, to levy local taxes for state-speci-
fied purposes (Sacramento was required to levy a city tax to pay for a site
for the State Horticultural Society). The Legislature created a state com-
mission, empowered it to take over a city park in San Francisco, grade it,
subdivide the land, sell the lots, and use the proceeds to build a city hall.

California’s Constitution was repeatedly amended (beginning in 1879)
to try to protect local self-government. Perhaps unfortunately,
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California’s courts have not been sympathetic with the Constitution’s home
rule fetish, and have approved evasions of most of these provisions.

Perhaps no one cares. Cities and counties mostly clamor for more money,
not for more self-rule. Still, it seems worth raising the question as part of
an examination of the state/local relationship.

(5) The County Problem. Counties suffer from inherent identity crises.
They are partly regular local governments that provide regular local ser-
vices, as if they were rural cities (some counties have ultraurban areas).
They are partly camouflaged extensions of the state’s bureaucracy, ad-
ministering welfare, health, and other programs so precisely state-de-
tailed that the county role is chiefly robotic.

This personality disorder causes tensions. The most important is about
money. Counties argue that the state does not provide enough money
to pay for the programs it requires counties to run. The state might
reply that surely the counties should contribute to the upkeep of their
own poor, ill, criminal, or otherwise troubled citizens. This tension com-
pounds during recession, when the state is especially likely to
underfund state/county programs. This creates fiscal back suction,
drawing money that the county intended to use to provide local ser-
vices back into the state/county programs. It understandably drives
county supervisors wild.

(6) The Allocation Rules. Before Proposition 13, local governments set
their own property tax rates, and counties collected the money and handed
it out to other local agencies based on their rates. After Proposition 13,
the property tax rate was constitutionally set at one percent of each parcel’s
value. To whom the resulting revenue should go was far from obvious.
The Legislature, seeking wave avoidance, handed the money out based
on each agency’s share of local property tax in the three years before
Proposition 13. It was a brilliant interim solution. Now, 21 years later, it is
suspect, and the resulting money allocation seems more nearly random
than thoughtful. It is surely time to at least think about whether some
better arrangement could be devised (although localities that do well under
the present rules would go volcanic).

(7) Local Tax Rate Autonomy. Arguably the central power of govern-
ment is to tax and spend (not necessarily liberally). Autonomous local
governments would have the power to set their own tax rates, and to
decide to be a high tax/high service community or the opposite (or,
occasionally, unfortunately, a high tax/low service community). Cali-
fornia local governments largely lack this authority, at least for their
most powerful local revenue engines, the property and sales tax. If
one cares about having truly autonomous local governments, it is worth
thinking about whether some increased ability to set their own prop-
erty and sales tax rates is in order. Local vote requirements would be
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constitutionally required, of course, although there is ongoing de-
bate about whether majority or two/thirds is the right level.

This seems a low priority with local officials. They would far rather
fight over the revenues from existing taxes, which is not surprising.

Other Strains

There are several other strains of local government reform that would
show up on many people’s short list. These include:

» Regions. Cities and counties are arguably too local and pro-
vincial in making decisions, especially about land use and eco-
nomic development

* Redevelopment. Some studies question whether redevelop-
ment is an effective use of public funds.

» Development financing. California has elaborate arrange-
ments for financing highways, schools, water and sewer treat
ment, parks, and environmental mitigation required because
of new development. They are a persistent source of tension.

» Special districts. Understanding special districts is a little like
decoding DNA. But to summarize: most, funded by service
fees, are financially healthy (more money would be better, of
course). Some have suffered (some libraries, some parks, for
example). Their problems mostly fall under the Allocation Rules
and Local Tax Autonomy headings. b
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Property Tax Fairness Among Local
Governments Means Consolidating
Local Governance

By Michael J. Coleman

ne bill in the 1999 legislative session was sponsored by a city
complaining that its share of the local property tax was unfairly

low. The average share in other cities is much higher, the city
argued, and it ought to be given more at the expense
of the county. It might sound like this city has a case,
but it's not so simple.

Many cities and counties argue their property tax shares
are unfairly low compared to their neighbors. Some may
be right. An important but unintended consequence of
Proposition 13 was the shift of authority over the alloca-
tion of local property tax revenues from local governmer_lts Michael J Coeman
to the state._Under the formula establl_s_hed by the Legis- i a consultant and
lature following the passage of Proposition 13, local prop-  esearcher on Cali-
erty tax shares depend on the relative pre-1979 tax rates  fornia local govern-
of the county, city, special districts, and schools that serve  ment finance. He is
a particular area. A city that provides fewer services or Cchief consultant to
chose to keep its property tax rates low in the 1970s may ;gfm';eg%‘ézo'c Cal-
now be stuck with a share that is unfairly low.

I\

But not all cities should be receiving the same share of local property tax
revenues. After all, city tax rates weren't the same before Proposition 13 when
cities could control their own rates. There are reasons for the differences.

Apples & Oranges: City Service Responsibilities Differ

All cities are not created equally. The obvious size/population differences
aside, cities differ in what they do - in the services for which they are
financially responsible. This has nothing to do with whether a city chooses
to contract out a service. It concerns financial responsibility: Does the
city have to pay for the service?

Some facts:
* Less than one-third of California cities are “full service”(1) (but
they serve a majority of the state’s population);
» 28% aren’t responsible for fire (the service is provided by
a special district);
* 63% aren’t responsible for library (service provided by a district)

Fire and library are the most common non-enterprise(2) city services to
have been shed to a special district by a city. In most full-service cities,
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the cost of providing fire service alone eats up the entire property tax
revenues of the city and more. So in a partial service city, one that’s
not responsible for fire service, any property tax revenue they get is
essentially money ahead compared to their full service neighbor.

This difference in service responsibility is the most significant factor
in explaining the differences among city property tax shares. Take
this into account and many of the “disparities” disappear.

Discretionary Revenues and Spending
Typical Full Service City

100%

Fevenues

Prope
0 Tax
2 80%
2 T05%
oy
= E0%
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E % Other
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Sourca: League of California Citias, State Controller’s Office.

Discretionary Revenues and Spending
Typical Low Property Tax (Partial Service) City

:

0% . Propery Tax | |

percent of discretionary funds

Expendilures

“Less than 25% of these cities are responsible for library
sefvices. Less than 35% are responsible for ire senices.
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“For all their
good intentions,
many local
elected officials
are hampered in
their efforts to
provide
efficient,
responsive local
public services
by a complex
fragmentation
of local
services and

finances.”

In Los Angeles County, the city of Covina gets less than 15 percent of
the 1 percent property tax in its community. It is a full-service city,
responsible for library, police, etc. - and fire protection. Across the
county in Lakewood, a partial-service city, the Los Angeles Consoli-
dated Fire Protection District gets 18 percent of the property tax share,
just for providing fire service. Add to that the 6 percent Lakewood gets
and 2 percent that goes to the Library District, and you have over 26
percent going to the same collection of services that get less than 15
percent in Covina.

The problem for most of these “partial-service” cities is not so much
one of a lack of money or of inequity, it's a problem of a distorted
financing system that doesn’t encourage balanced land use planning,
a system beset by fragmented local governance. The problem is not
that rates differ. It's that they are based on a 20-plus-year-old snap-
shot. A side-effect of Proposition 13’s tax limitation victory is that it
took away local control of the rate, so communities can no longer
affect their property tax revenues in response to differences in prop-
erty values, service demands, and willingness to pay.

Californias Balkans: Fragmented Local Government

For all their good intentions, many local elected officials are ham-
pered in their efforts to provide efficient, responsive local public ser-
vices by a complex fragmentation of local services and finances. In
many communities numerous overlapping special districts split respon-
sibilities with the city and county. Tax allocations may be out of step
with current priorities, but no one has the local authority to change
things.

Good local governance requires:
* Ability to set priorities across a broad spectrum of needs.
* Ability to coordinate programs for efficient service delivery.
* Ability to fund these programs adequately with revenues that
are rationally tied to the program.
* Ability to change priorities, funding allocations, and service delivery
methods as circumstances change.

California cities are generally well governed. But in many California
localities, municipal public service responsibilities and finances are
divided among dozens of independent local agencies. Property tax
allocations are fixed, based on circumstance more than two decades
old. Because of this fragmentation, the general purpose government—
the city—is hampered in its policy choices as to priorities, funding and
service delivery. Local government in these cases is less efficient,
less responsive, less accessible and less accountable to its citizens
than it could be.
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Property Tax Shares Vary With
Service Responsibility

In cities Allocations in L.A. County Cilies
that . . . | ’ ' ! I :
provide

full zervice

T § ale !
Schools

_ Libeary Distrlet
provide fire,
not |ihi“Elr:,|’

provide library,

not fire Schacls

| Library Distict__
Schaols
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don't provide
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As a result of this fragmentation, partial-service cities:

» Cannot reallocate resources in later years as the community
changes, as new challenges arise, and as needs and priorities
change.

 Face greater financial risk with a palette of revenues that are
more sensitive to fluctuations in the economy (e.g. sales tax)
as well as intergovernmental actions (e.g. vehicle license fees).

* Rely on revenues that are insensitive to changes in the
community. That is, city revenues are less responsive to changing
service costs from growth and change in the community.

* Lose authority to ensure that their residents are receiving
equitable service levels from independent special districts
relative to costs.

As aresult, local finance and governance in these communities has
become balkanized.

This fragmentation is a key contributor to the “fiscalization of land
use” problem. Partial-service cities may not have as many responsi-
bilities, but they face such a strange structure of revenues with their
very low property tax shares. They are compelled to seek sales tax
generators and to go after additional local taxes because they are the
only ways they can cover the costs of new development, especially
housing, office and manufacturing.
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“Current
discussions of
state and local
government
finance reform
offer
taxpayers an
opportunity to
get behind
some long
needed reform
of government

finance.”

Property Tax Reform Is Essential To Improving
Local Government Services

Reforming the local property tax is central to the reform of California’s
state and local governance system. To begin with, these reforms
should:

1. Realign local government responsibilities and finances along
rational lines and assign responsibility and accompanying property
tax revenues for all local services to cities or counties. Cities and coun-
ties may delegate services to special districts under contract. Non-
enterprise special districts are often the most efficient way to provide
a local service, but they should do so under contract with a city or a
county, not as an independent, inaccessible taxing entity. Consolidat-
ing local government finance and service responsibility into general
purpose cities will improve accountability and local government re-
sponsiveness to changing needs.

2. Shift a greater share of property taxes to cities by (a) returning
the property tax shifts and bringing all cities up to a minimal property
tax revenue base line (taking into account differences in service re-
sponsibility), and (b) increasing city and county property tax shares in
exchange for subventions the state is paying to cities as backfill for
the car-tax cut and a portion of local sales tax revenues.

A greater share of the property tax for cities and counties will provide
a more balanced mix of revenues related to public service costs and
encourage more efficient and sensible land-use decisions. This can
be accomplished on a phased-in, dollar-for-dollar basis so as not to
harm individual agencies. In the long run, this provides a more stable
revenue stream for local communities and improves the incentives for
balanced land-use development.

3. Provide constitutional protection for local taxes and fees from
raids by the state government. This includes the property tax, sales
tax, and other locally approved taxes. Taxpayers must be confident
that locally voted revenues cannot be taken away by Sacramento.

Current discussions of state and local government finance reform of-
fer taxpayers an opportunity to get behind some long-needed reform
of government finance. Meaningful change must deal with the exces-
sive fragmentation of local governance and property tax allocations.
Improving the structure of local finance will improve the efficiency and
effectiveness of our public services, our land-use planning, and our
ability to make sensible decisions that respond to a changing society.

1. As used here, “full-service city” means a city that is financially
responsible for the full set of basic tax-dependent municipal ser-
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vices within its jurisdiction including police, fire, park & rec-
reation, library, streets and land-use planning.

2. “Enterprise services” include public utilities that are largely

fee for service, such as water, sewer, airports, ports, and refuse
collection. b
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