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(4) As there may be a savings in the event of a decrease 
in the proposed allowable rate of levy, the phrase 
ought, more properly, to read "estimated per capita 
costs or savings" or "estimated per capita effect";

(5) The objection here is based on the notion that we 
are dealing with tax collection limitations and that a 
tax collection limitation "decrease" in fact authorizes 
an increase in actual collection. To correct the 
possibility of misinterpretation, may I suggest that,
at page 3, line 17, "decreased" be replaced by "adjusted 
to decrease allowable tax revenues." In any event, the 
adoption of the mechanism for implementing the section 
is left to the legislat-ure.

JBC:nem
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R E S U L T S  O N  T A X  A N D  S P E N D I N G  L I M I T S

S U M M A R Y

V o t e r s  in e l e v e n  s t a t e s  p a s s e d  s i g n i f i c a n t  tax r e f o r m  or l i m i t  m e a s u r e s .  I n  

two states, Id a h o  a n d  N e v a d a , v o t e r s  p a s s e d  P r o p o s i t i o n  1 3 - t y p e  l i m i t s  o n  

p r o p e r t y  taxes. A l a b a m a  v o t e r s  okayed a p r o p e r t y  tax c l a s s i f i c a t i o n  scheme, 

as d i d  M a s s a c h u s e t t s  voters. (Both p r o p o s a l s  c a m e  a b o u t  as a  r e s p o n s e  to 

c o u r t  r u l i n g s . )  In H a w a i i  a nd T e x a s , l i m i t s  linking state s p e n d i n g  to state 

e c o n o m i c  g r o w t h  p a s s e d  w i t h  w i d e  margins. A r i z o n a  v o t e r s  a p p r o v e d  a  s p e n d i n g  

lid of s e v e n  p e r c e n t  of a g g r e g a t e  p e r s o n a l  income. M i c h i g a n  v o t e r s  n a r r o w l y  

a p p r o v e d  o n l y  o n e  of th r e e  tax r e d u c t i o n  m e a s u r e s ,  the s o - c a l l e d  H e a d l e e  

ame n d m e n t ,  w h i c n  l i mits s t a t e  r e v e n u e  (as o p p o s e d  to spending).

In r e l a t e d  tax r e f o r m  m e asures, v o t e r s  in three states said ,,y e s ,,. M i s s o u r i  

v o t e r s  a u t h o r i z e d  p r o p e r t y  tax ra t e  rollbacks; N o r t h  D a k o t a  i n d i v i d u a l  i n c o m e  

taxes h a v e  b e e n  r e d u c e d  and So u t h  D a k o t a  l a w  w i l l  n o w  r e q u i r e  a 2 / 3  v o t e  of t.ne 

l e g i s l a t u r e  to i n c r e a s e  exis t i n g  taxes. A n d  v o t e r s  i n  I l l i n o i s  ad.visecJ 

their r e p r e s e n t a t i v e s  that they favored tax a nd spending lids.

T he tax r e v o l t  d id suffer some setbacks, however. O r e g o n  v o t e r s  r e j e c t e d  

two m e a s u r e s ;  52Z of the v o t e r s  said '’no'' to O r e g o n ' s  P r o p o s i t i o n  23, and 5 7 %  

vo t e d  a g a i n s t  P r o p o s i t i o n  11, a  st 3 t e  s p e n d i n g  lid and p r o p e r t y  tax r e d u c t i o n  

m e a s u r e .  C o l o r a d o  v o t e r s  turned d o : n  a c o n s t i t u t i o n a l  l i m i t  wi.xch w o u l d  h a v e  

linked s p e n d i n g  to p o p u l a t i o n  and the C o n s u m e r  P r i c e  Index. I n  N e b r a s k a , a 

fiv e  p e r c e n t  c o n s t i t u t i o n a l  lid on l o c a l  spending w as approved. (It should 

b e  n o t e d  that Colo r a d o  a nd N e b r a s k a  a l r e a d y  h a v e  sta t u t o r y  l i m i t s  i n  place 

and the O r e g o n  c o n s t i t u t i o n  a l r e a d y  limits local spending)

A l a b a m a — A  r e f e r e n d u m  to incre a s e  the n u m b e r  of prop e r t y  tax c l a s s i f i c a t i o n s  

a n d  to limit the p r o p e r t y  tax w i t h i n  those c l a s s i f i c a t i o n s ,  i n  r e s p o n s e  

to c o u r t - o r d e r e d  reappraisal. A P P R O V E D  55-45

A r i z o n a — R e f e r e n d u m  (constitutional) w h i c h  limits state s p e n d i n g  to s e v e n  

p e r c e n t  of a g g r e g a t e  p e r s o n a l  income. A P P R O V E D  M O R E  T H A N  3-1

S t a t e - b y - S t a t e  R e s u l t s

A r k a n s a s — I n i t i a t i v e  to e l iminate three p e r c e n t  sales tax o n  food, d r u g s .  

D E F r i T E D  60-40



C o l o r a d o — I n i t i a t i v e  to l i m i t  s t a t e  and local p e r  c a p i t a  g o v e r n m e n t  s p e n d i n g  
to i n c r e a s e s  in p o p u l a t i o n  and the cons u m e r  p r i c e  index.
D E F E A T E D  59-41

E a w a i i — C o n s t i t u t i o n a l  a m e n d m e n t  limi t i n g  state s p e n d i n g  to e c o n o m i c  growth, 

A P P R O V E D  2-1

I d a h o — I n i t i a t i v e  (statutory) l imits p r o p e r t y  tax to 1 p e r c e n t  " a c t u a l

m a r k e t  v a l u e "  a n d  r e q u i r e s  tw o - t h i r d s  l e g i s l a t i v e  v o t e  to c h a n g e  taxes. 

A P P R O V E D  5 8 . 4 %  to 4 1 . 6 %  ,

I l l i n o i s — A d v i s o r y ,  n o n - b i n d i n g  q u e s t i o n  a s k i n g  w h e t h e r  th e r e  s h o u l d  h e

s p e n d i n g  l i m i t s  o n  s t a t e  a nd l o c a l  government. S p o n s o r e d  b y  G o v e r n o r  

T h o m p s o n .  A P P R O V E D  m o r e  than 4-1.

I a s s a c h u s e l t s — C o n s t i t u t i o n a l  a m e n d m e n t  to e s t a b l i s h  p r o p e r t y  t a x  c l a s s i f i­

ca t i o n  s c h e m e  w i t h  s e p a r a t e  a s s e s s m e n t  r a t e s  f o r  v a r y i n g  c a t e g o r i e s  of 

p r o p e r t y .  T h i s  w a s  i n  r e s p o n s e  to a  1974 court r u l i n g  o r d e r i n g  a l l  

p r o p e r t y  to b e  a s s e s s e d  at the m a r k e t  value, c o n t r a r y  to e s t a b l i s h e d  

p r a c t i c e s  of taxing r e s i d e n t i a l  p r o p e r t y  at a  l o w e r  r a t e  t h a n  c o m m e r c i a l  

p roperty. A P P R O V E D  2-1

A n  a d visory, n o n - b i n d i n g  q u e s t i o n  in m o s t  state s e n a t o r i a l  d i s t r i c t s  

c a l l i n g  for tax a n d  s p e n d i n g  l imits o n  l o c a l  g o v e r n m e n t .  J o n  P o s n c r  

r e p o r t s  that it passed, b ut A P  in B o s t o n  d id n o t  co v e r  it a n d  D a n l a l  

O ' S u l l i v a n’s o f f i c e  r e p o r t s  that r e s u l t s  m a y  take a s  long a s  a w e e k  ho 

compile.

M i c h i g a n — H e a d l e e  a m e n d m e n t  to l i m i t  state tax r e v e n u e s  to p e r s o n a l  income. 

A P P R O V E D  51 . 5 %  to 48.5%. T i s c h  amendment, to c ut p r o p e r t y  taxes.

D E F E A T E D  60-40.

V o u c h e r  a m e n d m e n t  to p h a s e  o ut p r o p e r t y  tax i n  f i n a n c i n g  s c h o o l s  and 

r e p l a c e  w i t h  s t a t e  v o u c h e r  for either p r i v a t e  or p u b l i c  schools.

D E F E A T E D  70-30.

M i s s o u r i — R e f e r e n d u m  to a m e n d  c o n s t i t u t i o n  a l l o w i n g  l e g i s l a t u r e  to rol.l b a c k  

m i l l  l e v i e s  in event of s t a t e - w i d e  r e appraisal. A P P R O V A L  2 - 1

N e b r a s k a — I n i t i a t i v e  to l i m i t  l o c a l  g o v e r n m e n t  spen d i n g  i n c r e a s e s  to 5 p e r c e n t .  

D E F E A T E D  54 - 4 4  percent.

N e v a d a — I n i t i a t i v e  to l i m i t  p r o p e r t y  taxes to one per* ent of " f u l l  c a s h  v a l u e , "  

m u s t  be a p p r o v e d  a g a i n  b y  v o t e r s  in 1980 b e f o r e  g o i n g  i n t o  effect.

A P P R O V E D  3-1.

N o r t h  D a k o t a — I n i t i a t i v e  to r e d u c e  p e r s o n a l  i n come taxe?* b y  r e p o r t e d  37 p e r­

cent, i n c r e a s e  the n u m b e r  of p e r s o n a l  tax brackets, and i n c r e a s e  the 

c o r p o r a t e  i ~ come tax. A P P K 0 V E D  2-1



O r e g o n — I n i t i a t i v e  to l i m i t  p r o p e r t y  t a x e s  to 1 . 5  p e r c e n t  o f  1 9 7 5  " f a i r  

m a r k e t  v a l u e . "  D E F E A T E D  5 2 - 4 8  p e r c e n t .

L e g i s l a t i v e  r e f e r e n d u m  c a l l i n g  f o r  L i m i t  o n  s t a t e  s p e n d i n g  a n d  s t a t e  

a i d  f o r  l o c a l  p r o p e r t y  t a x  r e d u c t i o n s .  D E F E A T E D  5 7- 4 3 .

S o u t h  C a r o l i n a — R e f e r e n d u m  to c o n s t i t u t i o n a l l y  e s t a b l i s h  a  f i v e  p e r c e n t

s t a t e  r e s e r v e  f u n d .  E a r l y  r e s u l t s  i n d i c a t e d  t h a t  i t  w o u l d  b e  D E F E A T E D .

S o u t h  D a k o t a — R e f e r e n d u m  r e q u i r i n g  t w o - t h i r d s  v o t e  b y  l e g i s l a t u r e  o r  b y  p u b l i c  

to  r a i s e  t a x e s ;  i m p o s i t i o n  of n e w  t a x e s  r e q u i r e s  s i m p l e  m a j o r i t y .

• A P P R O V E D  5 2 - 4 8  p e r c e n t .

T e x a s — R e f e r e n d u m ,  o m n i b u s  t a x  p a c k a g e ,  l i n k i n g  s t a t e  s p e n d i n g  t o  g r o w t h  i n  

t h e  e c o n o m y ,  t r u t h - i n - t a x a t i o n  p r o v i s i o n ,  a n d  v a r i o u s  p r o p e r t y  t a x  

r e d u c t i o n  p r o v i s i o n s .  A P P R O V E D  8 5 - 1 5  p e r c e n t .

W e s t  V i r g i n i a — A n  a m e n d m e n t  to e x c l u d e  b u s i n e s s  i n v e n t o r i e s  f r o m  t h e  p r o p e r t y  

tax. D E F E A T E D  3-1.



The Message of Proposition 13

Seymour Martin Lipset and Earl Raab

T h e  Jarvis-Gann Constitutional Amend­
ment, lim iting property taxes in Cal­

ifornia, has touched off speculation about j  con­
servative backlash and the ascendance o f a New  
Right in America. B u t analysis suggests Lliat the 
trend exemplified by the "taxpayers’ rsvolt" con­
founds the traditional political designations.

In 1946, according to Gallup , Americans who 
wanted taxes cut outnumbered those who did not 
by only four percentage points (48-44> By 1963, 
the gap was 44 percentage points (63-19). In 1969, 
54 per cent o f Americans told the Harris survey 
that they had "reached the breaking point" with 
respect to the amount o f taxes they paid; that 
figure was up to 6 6  per cent by 1978.

Those who are Unhappy use a simple consumer’s 
measure; in so many wo^ds, only 23 per cent of 
the people queried by the Harris poll in 1971 
thought they were getting their "money’s worth 
from tax dollars." In  tills sentiment no more than 
two or three percentage points separated whites 
from blacks, Democrats from Republicans, or 
one income group from another. All felt put upon. 
In that same year, about 7 ou t of 10 told Harris 
that the time was coming when they "would sym­
pathize with a taxpayers’ revolt,” involving a 
refusal to pay taxes—again with little difference in 
view related to whether they were white or black, 
and whether their income was around f  5,000 or 
over $ 15,000. •

T h e  pressure has increased along with inflation. 
About one out o f three Americans ranked infla­
tion as their chief worry in 1977; in 1978, two out 
of three Americans did so. T h e  “money's worth” 
was diminishing rapidly. In response, public offi­
cials uniform ly promised tax reduction, but they 
did not deliver. T h en  the California property tax
Se y m o u r  M a r t in  L m n - (» a Senior Fellow  at the Hoover 
Institution and professor o f  po litica l science and sociology at 
Stanford U n iv e r ity . He has recently edited Emerging Coali­
tion* in American Politics (In stitu te  fo r Contemporary 
Studies) and is the au tho r o f  many other works, including 
Po litica l M an, R ebe llion  in the University , and (w ith Irv ing 
Louis Horow itz) the forthcom ing Dialogues in American 
Politics. E a r l  R a a b  is executive d irector o f the Jewish Com ­
munity Relations C ound l o f San Francisco. Messrs. Lipset, 
and Raab are co-authors o f The Politics o f Unreason: R ight 
Wing Extrem ism in America, a revised edition o f  which 
has just been issued by the University o f  Chicago Press.

provided the dramatic breakthrough. California 
real-estate inflation had been brutal, often triple­
digit over a few years' span. I :  was common for 
people who had bought a modest home for $2 0 , 0 0 0  

to find themselves paying taxes ten years later on 
a home assessed at $90,000. N o  one was surprised 
to learn that the home of a Los A n g le s  man had 
been reappraised to $60,000 in 1977, and reap­
praised again in 1978 to $104,000, with a jum p  
in taxes from a little over $2 , 0 0 0  to a little over 
$3,500. It became a hardsl ’p for many people to 
live in their own homes, and obviously there was 
no point in selling for the profit to buy other in- 
flated houses at proportionally higher intcresi 
rates.

W hile  these and other taxes were rising so much 
faster than income, the number of state and city 
employees was also increasing faster than the pop  
ulation. In the period 1970-75, the number of state 
and local employees rose by 2 1  per cent, while the 
state's population grew by only 6  per cent.

But the tipping point in the California situ 
ation was a sizable tax-generated surplus tha 
public officials in Sacramento continued to sit or 
despite the growing tax lame ,t from the public 
Inflation pushes many taxpayers into highe: 
brackets in all graduated-income-tax systems a 
their dollar earnings (although not their rea 
earnings) go up. Under the Reagan administra 
tion, the California income tax had been madi 
even more progressive than before, producing ; 
visible and well-publicized $5.7 billion surplus b 
1978. T h is  was available for distribution, or t( 
serve as the basis o f a tax cut. But instead o f prc 
posing such remedies, Reagan's successor, Covet 
nor Jerry Brown, apparently preferred to hoan 
the surplus in order, according to some, to us 
it to advantage in his reelection year. As Stat 
Treasurer Jcssc U u ruh  has pointed out, this cnoi 
mous surplus constituted a standing public inv 
tatiou to Proposition 13, the Jarvis-Gann Amenc 
mcnt. For this reason, Un ruh  has called Brow 
"the father o f Proposition 13,” although th 
Governor opposed the measure—with somewha 
waning vigor as the polls showed increasing suj 
port for it. T h e  polls were accurate: Propositio 
13—which rolled back Property taxes to 1 per ccr 
of market value as o f 1975, prohib ited local taxt
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from : rising more than 2  per cenc a year, and put 
other checks on tax-raising-passed by nearly a 
two-to-one margin.

B u t while the surplus may have been idiosyn­
cratic to Califoi-nia, it was, even for Californians, 
only the 6 nal straw. They were obviously using the 
occasion t^ express themselves on the matter o f 
tax burdens in general. And indeed, this is how 
their vote was taken, b ; 1 politicians in California 
and everywhere else, as well as by the American 
public. After the California vote, a Mew York 
Times/ CBS N ?"s  poll fo .’nd ti -at the whole coun­
try was jub ilant. Again by a two-to-one margin 
(51-24), Americans said that they supported a 
sim ilar measure for their own jurisdictions.

B u t  i f  Californ ia’s Proposition 13 was 
the messenger, what really was the 

message/ T o  what extent do the taxpayers just 
want to k,*,ep their money, as against seeking their 
money's worth? W hat services are they willing to 
give up? W Uat do they expect from government?

One stream of opinion on the subject was articu­
lated by Senator George McGovern when he said 
thi.t Califom iar.s had acted or. a "degrading he- 
doni.ra that tells them to ask what they can 
take from the needy." He also saw "undertones 
o f racism" in Proposition 13. According to others 
who share this view, Pronosition 13 is an expres­
sion of "mean-spiritedness” snd the harbinger 
o f the conservative and/o i racist backlash which 
has allegedly been around the corner for the past 
dozen y .iars.

There  is no doubt that sclf-it.terest (which, how­
ever, is not necessarily the saint' thing as mean­
spiritedness) was a factor in the Proposition 13 
vote. A Los -\ngeles Times/CBS News election- 
day poll o f those who voted revealed that 72 per 
cent o f homeowners (who stood to gain) had opted 
for the measure as against 47 per cent of the rent­
ers (who had nothing to gain), while only 44 per 
cent o f those with public employees in their fam­
ily said they had hacked the measure, as compared 
to (55 per cent of the total population .

W ha t is noteworthy, however, is how many 
voter, with an apparent interest in the defeat of 
Proposition 13 nevertheless went for it: 44 per 
cent o f families of public employees, 47 ;---r cent 
of renters, and 42 per cent o f blacks. In these 
categories, the majority who voted opposed Propo­
sition 13; but in every economic category, it was 
the other way around. T hus  the measure was sup­
ported by 5f  per cent o f those with incomes under 
$ 8  000; GO per cent o f those in the $8-15,000 
bracket; 67 per cent o f those in the $15-25,000 
class; and 61 per cent o f those with incomes above 
$25,000.

A similarly mixed picture appears when we look 
at the vote in terms of ideological categories. As 
might have been expected, 82 per cent ol self­
designated "conservatives’* voted for the measure.

THE MESSAGE OF PROPOSITION 13/43

Yet here too what is noteworthy is the large num­
ber of self-described "moderates” (63 per cent) and 
“ liberals” (45 per cent) who voted for it.

Clearly, then, the victory o f Proposition 13 rep­
resents something more complex than a triumph o f 
selfishness and/or old-1,1ne conservatism. In tryi. g 
to undet tand what that something is, we might 
begin by noting that the evidence from a vr \:y 
o f opinion surveys reveals that a growing number 
of Americans, when asked to describe 'hemseives 
politically, say that they are conservatives. In 1964, 
according to the New York Tim es/CBS poll, the 
ratio of self-described conservatives to self-de­
scribed liberals was fairly even (32-27;; today, the 
gap has widened considerably (42:23).

B u t what do people mean when they call them­
selves conservatives? Evidently it has to do with 
distaste for a growing, interfering, and cum tir - 
some government. T h u s  in 1964, according to the 
Gallup  poll, Americans were almost evenly split 
(42-39) on the issue o f whether "the government 
has gone too far in regulating business and inter­
fering with the free-enterprise system.” By 1978, 
when the New York Times/CBS  poll repeated the 
question, Americans had come to agree with the 
statement by a margin o f 58-31 per cent. N ot sur­
prisingly, self-described conservatives now endorse 
this statement overwhelmingly (67-26); what is 
surprising is the fact that even "liberals” divide 
in favo • o f it by 45-35 per cent.
. T h e  percentage o f people who think that "gov­
ernment ii s / ‘*nding too much” has also risen 
steadily since i “'73. But "too much" iu a famous 
term of relativity. It may be considered too much 
with respec' ■ o the income of the citizenry; but 
it may also be considered too much with respect to 
the quality o f the product. T h is  is the "money’s- 
worth” question. And the overwhelming tide of 
opinion, especially "conservative" opinion, identi­
fies this government deficiency as "waste." In 1958, 
only 42 per cent o f those polled told G allup inter­
viewers that "the government wastes a lot o f the 
tax money"; by 1978. 78 per cent of Americans 
thought so (New York Tim es/C BS  News). A vast 
majority of blacks also agrees with this view.

"Waste in government” was the key phrase in 
the Proposition 53 campaign. Mervin Field of the 
Californ ia poll reports that the main comment 
made by proponents o f Proposition 13, other than 
"Taxes are too high,”  was "The time has rovne to 
cut government costs, waste, and inefficiency.” 
Field noted that prior to election day, the ili- 
fornia public believed that a cut o f 1 0  per cent in 
tax revenues could be accomplished without any 
decline in state and local government services. And 
three-quarters o f Californians in favor o f the 
Proposition, in the Los Angeles Times/CBS News 
elcction-day poll, said that they did not think 
public services would be reduced by Proposition
13. After the California vote, a vast majority o f 
Americans nationally (89-b per cent) interpreted
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it as "a strong protest that people running govern­
ment will have to respond by trimming a lo t of 
waste from government spending’’ (H arris/A BC ).

D o e s  th^re begin to appear an anom ­
aly in the position o f those who 

supported Proposition 13? After ail, it was reli­
ably estimated that $7 billion in revenue would 
be lost to the state as a result o f the measure. 
Surely two ou t o f three Californians did not be­
lieve that paper d ip s and bureaucratic perquisites 
cou ld account for that much fat. And indeed, three 
weeks after the election, a majority o f the sup­
porters o f Proposition 13 told Los Angeles Times 
interviewers that they still favored the amend­
ment, even though they now recognized that there 
would have to be some cuts in services. Was, then, 
the cry against "waste in government" m erdy a 
cover-up for "hedonistic" and "mean-spirited" im­
pulses to cut s e r ’ices for the needy? T h e  evidence 
indicates that the answer to this question is no, 
and that the cry against government is genuine.

In all surveys, the percentage of people who say 
that they trust or have confidence in the govern­
ment has dropped steadily. In one recurrent poll 
(the University o f Michigan's Survey Research 
Center) the percentage trusting the government 
dropped from 78 in 1964 to 33 in 1976. M ore and 
more Americans think that the people running the 
government "don ’t know what they’re doing."
' Bu t more significant in refuting the interpreta­
tion of Proposition 13 as pure "hedonism" is the 
fa it that the desire for government to intervene 
in beneficent ways has not diminished. T h e  New  
York Tim esfCBS poll reports that in 1960 
63 per cent o f Americans agreed that "the govern­
ment in Washington ought to see to it that every­
body who wants to work ha.* a job ." Th is  year, 
74 per cent o f the people in general—and 70 per 
cent o f those who describe themselves as "con­
servative"—approved that mandate for govern­
ment. In I960, abtiut 64 per cent of the people 
endorsed the proposal that "the government ought 
to help people to get doctors and hospital care at 
low cost." T h is  year, 8 r. per cent of those inter­
viewed by the New York Times/CBS poll agreed. 
In the fall o f 1976, the University o f M ichigan’s 
Survey Research Center asked a national sample 
whether they thought "government should spend 
less even if it means cutting back on health and 
education .” Only 21 per cent favored spending 
less under such circumstances while ’i^ per cent 
opposed the cut. In the same year, 67 per cent of 
those polled by G allup  thought that government 
help for the elderly should be increased, while 
only ? per cent said it should be reduced; 51 per 
cent thought that there should be more govern­
ment support for health care and only 13 per cent 
said there should be less; 44 pci cent felt there 
should be more government intervention on be­
half o f the unemployed, as compared to 19 per

c~r.£ who believed there should be less. T here  was 
no significant difference between the attitudes of 
professional and business peopte and manual la­
borers, or among the various income classifications.

T h is  common support o f beneficent government 
intervention, substantiated, by survey after survey, 
cannot be written off by saying that people are 
only interested in maintaining social programs of 
d irect benefit to them. N o  doubt a certain amount 
o f "there-but-for-the-grace-of-God-go-I” sentiment 
has always sustained liberal social programs; bu t 
the figures do not confirm the charge that it is 
narrow self-interest which motivates the well-to-do 
and the ideologically conservative to favor govern­
ment help for the aged and the needy. Rather. 
Americans seen, to have developed an irreversible 
commitment to basic government welfare pro­
grams, as they did, finally, to social security. It 
is now as natural to them as getting up in the 
morning.

T
i h e r e  seems to be one nagging ex­

ception to this generalization which 
itself throws light on the attitudinal sets in the 
country. T h e  word "-.elfare" constat iy  draws 
antipathy from the American public. W hen asked 
by the Los Angeles Tim esf CBS poll which ser­
vices they would least like to see reduced, if ser­
vices had to be reduced, 75 per cent o f Californ ­
ians who voted on June 6  named police protec­
tion, while only 1 1 percen t said welfare programs. 
(Actually, if this was an index of "mean-spirited­
ness,’’ it did not differentiate sharply between those 
who hao supported Proposition 13 and those who 
had opposed it: about 9 per cent of the former 
and 14 per cent of the latter listed welfare as the 
leading candidate for a cut.) T h e  California (Field) 
poll also found 62 per cent choosing "welfare and 
public-assistancc programs" as the prime target 
for a cu back , as compared to the 6 - 8  per cent who 
favored cuts in fire and police departments.

T h is attitude toward "welfare" is by no means 
new. In 1935, in one o f the first surveys G allup  
ever took, 60 per cent of the respondents said that 
the government was expending too much money 
for "relief" (the contemporary term for what later 
came to be called welfare) while only 9 per cent 
replied that the government was spending too 
little. T h e  majority of Americans continued to 
show disdain for “ relief" all during the Depres­
sion. But the same polls which produced these re­
sults revealed a considerable majority in favor o f 
the government’s providing jobs for the unem ­
ployed, and for requiring those on relief to accept 
such jobs.

T h is  general response pattern has remained 
substantially unchanged over the years. In a 1970 
Harris poll, Americans approved (46-34) the p rop ­
osition that welfare should be abolished, and that 
welfare recipients be made to go to work. B u t the 
same respondents overwhelmingly supported (56-
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23) the idea that government programs should be 
increased to help the poor. Again, in a 1976 sur­
vey, Harris found that 62 per cent favored (and 
only 23 per cent opposed) “ a m ajor cutback in 
federal spending.” However, confronted with a 
list o f specifics, substantial majorities ot the same 
respondents rejected, cutbacks in spending for 
education, health, help for ihe unemployed, equal 
opportunity tor minorities, environmental pro­
tection, and product safety. It was only on wel­
fare that a majority (56-35) fai , red a cutback.

T h e  juxtaposition o f the/e two answers—cut 
welfare, increase help for the poor—poses a puz­
zle which turns up again and again. T h u s  in 1977, 
the white population was evenly split (39-39) on 
whether welfare programs should be greatly de­
creased, bu* three-quarters o f them said that the 
government should speru money to provide job  
incentives for the poor (Roper). In 1977, the 
American pub lic approved by SO-13 per cent the 
idea that all able-bodied people should be re­
moved from the welfare rolls, but also stated by a 
similar majority that the government should pro­
vide public-service jobs, with tax money, for those 
who could not find jobs in private industry. And 
by about the same margin (78-15), the American 
public agreed that its tax money should continue 
to be expended on the aged, blind, disabled, and 
one-paient families with children under the age of 
seven (R oper). There was no significant difference 
in the anwsers to these questions by self-styled 
conservatives and self-styled liberals.

T h e  numbers may be subject to various de­
grees o f distortion, but the answer to the puzzle is 
clear. Americans-especially that growing contin­
gent o f self-identified "conservative” Americans— 
are willing to pay taxes to assist the needy, but 
they are not sa'.isficd with the way that portion 
of their tax money is being spent.

T h e re  are three strikes against "welfare.”  It 
still durably connotes "relief," "dole,” something 
for nothing, economic waste. It is connected to the 
sometimes exaggerated, sometimes prejudiced 
sense o f how many able-bodied people arc on the 
rolls, pr how many prefer not to work. As a pro­
gram it seems to epitomize bureaucra'ic govern­
ment at the worst: inefficient, ornately overlaid, 
corrupt, unfathomable, feckless.

But helping the poor by providing jobs is an­
other matter entirely. T hus  in 1972 G allup  asked: 
Suppose it would cost the government less money 
to give poor people cash payments than to have 
government train them, find jobs for them, and, 
if necessary, provide care for their children while 
they work? About 81 per cent responded that they 
would prefer the more costly program ; only 9 per 
cent said they would favor the less expensive one.

T h e  message, then, is: help the poor but get rid 
of "welfare.” T h a t “ liberal”  message is consistent 
with the nature o f our new self-styled "conserva­
tive."

T h i s  hybrid political animal has, o f  
course, been spotted before. In 1967. 

for example, Hadley Cantril and L loyd Free 
found that many Americans were "ideological 
conservatives” —that is, anti-statist in their po ­
litical beliefs—and "operational liberals;”  in the 
sense that they supported government action to 
create jobs. T h e  number of such people is growing. 
More precisely, ideological conservatism has been 
growing as a partner to a continuingly dom inant 
operational liberalism . T h is orientation is often 
described as neoconservatism, but it m ight just as 
accurately be called neoliberalism. T h e  former 
designation emphasizes the belief that expansion 
of government services at the current welfare- 
state level should, in lawyer’s language, be sus­
pect-sub ject to p roof that a real problem  cannot 
be dealt with in another fashion. T h e  latter term  
emphasizes the continuing acceptance o f collec­
tive responsibility to provide for the impoverished 
and the u.sadvantaged.

But if this hybrid phenomenon is the most dy­
namic force in the American political culture to­
day, it also poses a dilemma—perhaps the new 
American dilemma, which, like Gunnar Myrdal’s 
old one. also encompasses a contradiction between 
practice and ileology , this time in the arena of 
government intervention. Is it finally possible to 
hold down the monster state while dealing with 
the sheer bulk o f services of every kind ou r society 
seems increasingly to need?

T h e  “ tax revolt" is perched at the edge of this 
huge question, whose ansv er will probably evolve 
rather than be calculated. But the tax revolt raises 
a more practical and immediate question as well: 
will the politicians quickly enough recognize and 
accommodate to the growing neoliberal (or, if one 
prefers, neoconscrvative) mood, or will they mis­
read it, one way or another, according to their pre­
dilections?

If characterizing the tax revolt epitomized by 
Proposition 13 as "mean-spiritedness,” o r "hedon­
ism," or "racism” is to misread it on the one side, 
to interpret it as the sign o f a swing to old-line 
conservative o r right-wing Republicanism  is to 
misread it equally on the other. For not only did 
California Democrats give Proposition 13 a land­
slide vote o f support, 57 per cent to 43, but Cali­
fornia Republicans chose the moderate Evelle 
Younger as their gubernatorial candidate c-'er the 
more conservative Ed Davis.

Nationally, too, the same pattern is evident. 
T h e  growth o f tax-revolt sentiment has been ac­
companied by a parallel growth o f identification 
not with the Republicans but with the Democratic 
party (D em ocra t now outnumber Republicans by 
•15 per cent to about 20 per cent in the polls). In 
practical terms, both G allup and the New  York 
Times/C BS  polls estimate that the overwhelming 
Democratic majority in Congress will be renewed 
this November, even though the out-party usually
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makes a comeback in congressional contests held in 
non-presidential election years. lr» addition, the 
Democratic party—the party which has stood for 
expanding social services—has gained overwhelm­
ing control o f government from the county court­
houses to the state and national legislatures, and 
from .governorships to the Presidency, during a 
period when the proportion of self identified con­
servatives and anti-tax sentiment have been in­
creasing steadily.

N o r are the elements o f a classic right-wing ex­
tremist movement present in Proposition 13. 
Howard Jarvis, who has been plumping for this 
kind of tax measure for over ten years, suddenly 
found himself at the head of a parade he did not 
assemble, He may be a culture hero at this point, 
but he u  not a political leader. Extra-partisan 
movements, whether rightist o r leftist, usually 
make headway when they espouse a cause which 
is not embraced by one of the m ajor coalition  
parties. Such movements have always been done 
in by the fact that one o f r e m ajor parties, fol­
lowing the logic o f its coaritional nature, took 
over their cause in a more moderate form. T h a t  
seems to h ive happened already in California. It 
remains to be seen, however, if the politicians 
understand exactly what it is they have em­
braced.

T h e  strong support o f Proposition 13 by Dem o­

crats, in California and around the nation, pro­
vides the clue. As the survey data show, these 
Democrats ha'-.*. not abandoned the;r  desire for 
a socially protective government. (On the con­
trary, most Republicans have tended to jo in  them 
in that desire.) But the Democrats increasingly 
consider themselves “ conservative” in their queasi­
ness about the way government is growing and 
acting.

If, then, the public m ood today is against en­
larging the power, scope, and size o f government 
in order to solve social problems, as advocated by 
George McGovern, Edward Kennedy, or the Amer­
icans for Democratic A ction , it is also against re­
turning to the laissez-faire small-government ph i­
losophy proposed by R on a ld  Reagan, M ilton  
Friedman, or the American Conservative Un ion . 
Reagan, however, appears to be shifting: in a f ost- 
Proposition 13 speech he challenged his image as 
a "right-wing person”  by pointing ou t that as 
governor he had made the California income tax 
more "progressive” and had increased welfare 
grants “ by 43 per cent for the truly needy.” Evi­
dently he at least understands what analysis o f the 
tax revolt tells us—that the predom inant public 
mood is not "right-wing" but the neoliberal (or 
neoconservative) impulse to combine support of 
collective social responsibilities with a suspicion of 
growing government power.

I
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J a m e s  N. T a t t e r s a l l  
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U n i v e r s i t y  of  O r e g o n
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Tax Revolt

T h e  1 1/2 p e r  c e n t  p r o p e r t y  t a x  l i m i t a t i o n  i n i t i a t i v e  t h a t  w i l l  b e  on  

O r e g o n ' s  N o v f  .oer 19 7 8  g e n e r a l  e l e c t i o n  b a l l o t  ( b a r r i n g  t h e  p o s s i b i l i t y  

o f  a  s u c c e s s f u l  l e g a l  c h a l l e n g e )  is a  p a r t  of a  n a t i o n w i d e  p a t t e r n .  A t  

t h e  p r e s e n t  w r i t i n g  ( J u l y  1978), it a p p e a r s  t h a t  t a x  o r  e x p e n d i t u r e  

l i m i t a t i o n  p r o p o s a l s  w i l l  b e  o n  t h e  e l e c t i o n  b a l l o t s  in a t  l e a s t  h a l f  

t h e  s t a t e s  th i s  y e a r .

P r o p o s i t i o n  13, w h i c h  p a s s e d  in C a l i f o r n i a  J u n e  6 , m a n d a t e d  a $7 b i l l i o n  

c u t  in p r o p e r t y  t ax e s ,  e q u a l  to a p p r o x i m a t e l y  25 p e r  c e n t  o f  t h e  r e v e n u e  

r a i s e d  f r o m  t h e i r  o w n  r e s o u r c e s  (i . e . , e x c l u s i v e  of f e d e r a l  aid)  by 

C a l i f o r n i a ' s  s t a t e  a n d  l o c a l  g o v e r n m e n t s .  O r e g o n ^ s  " M e a s u r e  6" i n i t i a­

tive w o u l d  r e s u l t  in  a b o u t  $ 3 7 5  m i l l i o n  p r o p e r t y  t a x  r e d u c t i o n ,  w h i c h  

is in t h e  r a n g e  o f  15 to 20 p e r  c e n t  ot r e v e n u e s  r a i s e d  f r o m  s t a t e  a n d  

l o c a l  r e s o u r c e s  i n  O r e g o n .  T h e  O r e g o n  a n d  C a l i f o r n i a  m e a s u r e s  c o n t a i n  

tw o - t h i rds v o t i n g  r e q u i r e m e n t s ,  w h i c h  p r e s u m a b l y  w i l l  m a k e  it d i f f i c u l t  

to r a i s e  r e p l a c e m e n t  s o u r c e s  o f  r e v e n u e .  M i c h i g a n ,  I l l i n o i s  a n d  M a s s a­

c h u s e t t s  a r e  l a r g e  s t a t e s  w h e r e  s i m i l a r  e f f o r t s  a r e  u n d e r w a y .

W h i l e  t h e  i n i t i a l  i m p a c t  of  m a n y  of t h e  t a x  l i m i t a t i o n  m e a s u r e s  w o u l d  b e  

on  l o c a l  p r o p e r t y  t a x e s ,  t h e  f i n a n c e s  o f  th e v a r i o u s  l e v e l s  of  g o v e r n m e n t  

h a v e  b e c o m e  v e r y  m u c h  i n t e r d e p e n d e n t  in r e c e n t  d e c a d e s ;  r e p e r c u s s i o n s  at  

t h e  s t a t e  a n d  f e d e r a l  l e v e l s  a r e  c e r t a i n .

A  m a j o r  t a x  r e d u c t i o n  m e a s u r e  h a s  in f ac t  b e e n  p r o p o s e d  a t  t h e  f e d e r a l

l e v e l ,  a n d  h a s  g a t h e r e d  c o n s i d e r a b l e  s upp o r t .  T h e  Kemp-Rptlj p r o p o s a l

( H R  8 3 3 3  a n d  S. 1860) w o u l d  r e d u c e  f e d e r a l  i n c o m e  t a x e s  b y  30  p e r  c e n t  

o v e r  a t h r e e  y e a r  p e r i o d .  S u c h  a  t a x  r e d u c t i o n  is e q u i v a l e n t  to a b o u t  

20 p e r  c e n t  of f e d e r a l  e x p e n d i t u r e s .

M e a s u r e s  o f  thi s m a g n i t u d e  c a n n o t  be c l a s s i f i e d  as i n c r e m e n t a l  r e f o r m s

to i m p r o v e  tax  e q u i t y  o r  g o v e r n m e n t a l  e f f i c i e n c y .  T h e i r  a d o p t i o n  w o u l d  

sig n a l _ a _ m a j o r  p o l i c y  s h i f t  in th e U n i t e d  S t a t e s  p u b l i c  s e c t o r  a s  s i g­

n i f i c a n t  a s  t h o s e  w h i c h  o c c u r r e d  in -he 1 93 0 ' s  a n d  th e m i d - 1 9 6 0 ' s .  T h e  

i s s u s  t h e s e  m e a s u r e s  p o s e  is th e f u n d a m e n t a l  o n e  of  w h a t  t h e  f u n c t i o n s  

o f  g o v e r n m e n t  in t he  U n i t e d  S t a t e s  o u g h t  to be.

A  v e r y  r o u g h  e s t i m a t e ,  t he  o n l y  k i n d  it is p o s s i b l e  to m a k e  a t  t hi s  time, 

is that the set o f  tax l i m i t a t i o n  m e a s u r e s  would...have t h e  efJLect o f  r e d u c­

ing o v e r all, go v e r n m e n t s pending-.by_abo.ut 15 per__cent, S o m e  c a t e g o r i e s  of 

e x p e n d i t u r e s  s e e m  m o r e  l i k e l y  to s u r v i v e  tiiis~ k i n d ^ o f  r e d u c t i o n  t ha n  o t h e r s .



F o r  e x a m p l e ,  n a t i o n a l  d e f e n s e  a n d  s o c i a l  s e c u r i t y ,  tw o c a t e g o r i e s  

t h a t  a c c o u n t  for a l m o s t  o n e - t h i r d  of  p u b l i c  s p e n d i n g  in t h e  U. S.,  d o  

n o t  s e e m  to b e  t a r g e t s  o f  t h e  t a x  l i m i t a t i o n  m o v e m e n t .  S o c i a l  s e c u r i t y  

is n o t  o n l y  a  p o p u l a r  s o c i a l  p r o g r a m ,  b u t  h a s  a n  e a r m a r k e d  s o u r c e  of 

fi n a n c e .  So d o e s  m o s t  h i g h w a y  c o n s t r u c t i o n  a n d  m a i n t e n a n c e .  F o l l o w i n g  

t h e  p a s s a g e  o f  P r o p o s i t i o n  13 in C a l i f o r n i a ,  p o l i c e  a n d  f i r e  s e r v i c e s

w e r e  g i v e n  a  h i g h  p r i o r i t y  for r e t e n t i o n  b y  t h e  G o v e r n o r  a n d  t h e

l e g i s l a t u r e .

T h e  l a r g e s t  r e m a i n i n g  c a t e g o r i e s  o f  e x p e n d i t u r e  a r e  e d u c a t i o n ,  h e a l t h

a n d  w e l f a r e .  T h e s e  s e e m  l i k e l y  to b e  t h e  f o c a l  p o i n t  o f  t h e  c o m i n g

n a t i o n a l  d e b a t e .  O n e  p o s s i b l e  o u t c o m e  c o u l d  b e  a s i g n i f i c a n t  f u r t h e r  

s h i f t  in the  f i n a n c i n g  o f  t h e s e  t y p e s  of e x p e n d i t u r e  to t h e  f e d e r a l  

le v e l .  B u t  m a n y  o t h e r  o u t c o m e s  a r e  p o s s i b l e ,  i n c l u d i n g  a s h a r p  r o l l­

b a c k  in s p e n d i n g  in t h e s e  a r e a s  at  a l l  l e v e l s  o f  g o v e r n m e n t .  T h e  p r e­

c i s e  o u t c o m e  w i l l  b e  w o r k e d  o u t  in a g r e a t  m a n y  p o p u l a r  e l e c t i o n s  a n d  

l e g i s l a t i v e  b o d i e s ,  a n d  c a n n o t  b e  p r e d i c t e d  b y  m o r t a l  s o c i a l  s c i e n t i s t s .  

" G o d  k n o w s , "  s a i d  a  s p o k e s m a n  for  the  U.S. A d v i s o r y  C o m m i s s i o n  o n  I n t e r­

g o v e r n m e n t a l  R e l a t i o n s  a f t e r  t h e  p a s s a g e  of  P r o p o s i t i o n  13, " h o w  t h i s  

w i l l  p l a y  o u t . "

T h i s  p a p e r  r e v i e w s  t h e  b r o a d  t r e n d s  in g o v e r n m e n t a l  e x p e n d i t u r e s  a n d  

t b e i r  c o m p o s i t i o n  d u r i n g  t h e  p a s t  two d e c a d e s .  A  g e n e r a l  u n d e r s t a n d i n g  

of. t h e s e  t r e n d s  s e e m s  a n  e s s e n t i a l  f i r s t  s t e p  in a p p r a i s i n g  t h e  p r e s e n t  

s e t  o f  p o l i c y  a l t e r n a t i v e s .  I n c o m e - c o n d i t i o n e d  s o c i a l  w e l f a r e  e x p e n d i­

t u r e s  w i l l  b e  g i v e n  a  b i t  m o r e  d e t a i l e d  a t t e n t i o n  in  a l a t e r  s e c t i o n  of 

th i s  pap er , s i n c e  t h e y  s e e m  l i k e l y  to p l a y  a n  i m p o r t a n t  p a r t  in t h e  

n a t i o n a l  d e b a t e .  T h e  f i n a l  s e c t i o n  of  t h e  p a p e r  b r i e f l y  c o n s i d e r s  s o m e  

p o l i c y  a l t e r n a t i v e s  to t h e  t a x  l i m i t a t i o n  m o v e m e n t .

The Federal Budget 1955 to the Present

F r o m  1955 to 1977, f e d e r a l ,  s t a t e  a n d  l o c a l  e x p e n d i t u r e s  r o s e  f r o m  25 

p e r  c e n t  of  g r o s s  n a t i o n a l  p r o d u c t  (GNP) to 33 p e r  c e n t . l  G o v e r n m e n t  

r e v e n u e s  ( m a i n l y  taxes) r o s e  in that  s a m e  p e r i o d  f r o m  25 p e r  c e n t  of  

G N P  to 32 p e r  c ent. W h e n  i n t e r n a t i o n a l  c o m p a r i s o n s  a r e  m a d e  of t h e  

s i z e  o f  t h e  g o v e r n m e n t  s e c t o r  in i n d u s t r i a l l y  d e v e l o p e d  c o u n t r i e s ,  t h e  

U n i t e d  S t a t e s  s t i l l  r a n k s  t o w a r d  th e l o w e r  e n d  of th e r a n g e . ?

F e d e r a l  e x p e n d i t u r e s  a s  a p e r  c e n t  o f  G N P  r o s e  f r o m  18 p e r  c e n t  i • ^ 5 5

t o  22 pe r c e n t  in 1977. A b o u t  h a l f  o f  t h i s  f o u r  p o i n t  r i s e  is a t t r i b u t­

a b l e  to h i g h e r  u n e m p l o y m e n t  l e v e l s  in 1977 t h a n  in 1955. W h e n  a l l o w a n c e  

is m a d e  fo r this, " b a s e l i n e  f e d e r a l  e x p e n d i t u r e s "  a s  a p e r  c e n t  of  " n o n­

r e c e s s i o n  G N P "  r o s e  o n l y  f r o m  18.2 to 20.1 p e r  c e n t . 3 F e d e r a l  g r a n t s -

i n - a i d  to s t a t e  a n d  l o c a l  g o v e r n m e n t s  w e r e  a m a j o r  p a r t  o f  th e i n c r e a s e

in f e d e r a l  s p e n d i n g ,  i n c r e a s i n g  f r o m  0 . 8  p e r  c e n t  o f  G N P  in 1955 to 3.5 

per  c e n t  in 1977. G r a n t s - i n - a i d  n o w  c o n s t i t u t e  a b o u t  16 p e r  c e n t  o f  

t h e  f e d e r a l  b u d g e t .

i•w
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F e d e r a l  e x p e n d i t u r e s  a r e  h e a v i l y  c o n c e n t r a t e d  in a f e w  c a t e g o r i e s .  In  

t h e  p r o p o s e d  1979 b u d g e t  of $ 5 0 0  b i l l i o n ,  f o u r  c a t e g o r i e s  a c c o u n t  f o r  

75 p e r  c e n t  of a l l  e x p e n d i t u r e s :  i n c o m e  s e c u r i t y  $ 1 6 0  b i l l i o n ;  ..'titional

d e f e n s e  $ 11 8  b i l l i o n ;  h e a l t h  a n d  m e d i c a l  c a r e  p r o g r a m s  $ 5 0  b i l l i o n ;  a n d  

i n t e r e s t  p a y m e n t s  $49 b i l l i o n .

It is s t r i k i n g  t h a t  p u r c h a s e s  o f  g oo ds  a n d  s e r v i c t s  .( i n c l u d i n g  f e d e r a l  

p a y r o l l s )  a c c o u n t  fo r  o n l y  iu ~ p ^  rent~- o f  f e d e r a l  e x p e n d i t u r e s .  A l m o s t  

t w o - t h i r d s  of  t h e  f e d e r a l  b u d g e t  is a c c o u n t e d  for by  tr_ a n s f e r _ p a y m e n t s  

to i n d i v i d u a l s ^ ( s o c i a l  s e c u r i t y  a n d  v e t e r a n s '  b e n e f i t s ,  w e l f a r e ,  u n e m­

pl o y m e n t  c o m p e n s a t i o n ,  etc .) ; g r a n t s - i n - a i d  to s t a t e  a n d  l o c a l  g o v e r n­

me n t s ;  a n d  i n t e r e s t  p a y m e n t s  to h o l d e r s  of f e d e r a l  s e c u r i t i e s .  T w o -  

t h i r d s  of  t h e  p u r c h a s e s  o f  g o o d s  a n d  s e r v i c e s  a r e  fo r n a t i o n a l  d e f e n s e .  

T h i s  m e a n s  tha t o n l y  12 p e r  c e n t  of t h e  f e d e r a l  b u d g e t  g o e s  f o r  f e d e r a l  

c i v i l i a n  p a y r o l l s  a n d  t h e  d i r e c t  p r o v i s i o n  o f  n o n d e f e n s e  s e r v i c e s  ( c a b i­

ne t  d e p a r t m e n t s ,  r e g u l a t o r y  a g e n c i e s ,  S u p r e m e  Court, a n d  s o  f o r t h ) .

T h e  d:'xect p r o v i s i o n  of nondefens*. s e r v i c e s  is m u c h  m o r e  a  f u n c t i o n  o f  • 

t h e  s t a t e  a n d  l o c a l  l e v e l s  o f  g o v e r n m e n t . ^  ^

T h e  c h a n g i n g  c o m p o s i t i o n  o f  f e d e r a l  b u d g e t  e x p e n d i t u r e s  fo r 1 9 5 5 - 1 9 7 7  

s h o w s  t h a t  a  c o n s i d e r a b l e  s h i f t  in n a t i o n a l  p r i o r i t i e s  o c c u r r e d  in t h a t  

p e r i o d .  In  1955, n a t i o n a l  d e f e n s e  s p e n d i n g  w a s  11.2 p e r  c e n t  of  G N P  

a n d  t w o - t h i r d s  of  t h e  f e d e r a l  b u d g e t .  In 1977, n a t i o n a l  d e f e n s e  w a s

5.4 p e r  c e n t  o f  G N P  a n d  a  f o u r t h  of t h e  budget. > D o m e s t i c  ( n o n d e f e n s e )  

f e d e r a l  e x p e n d i t u r e s  r o s e  in 1 9 5 5 - 1 9 7 7  f r o m  7 p e r  cent  o f  G N P  to 14,7 

p e r  cent. T h i s  is a  f a i r l y  d r a m a t i c  i n c r e a s e ,  a n d  w e  s h o u l d  e x a m i n e  

its c o m p o n e n t s .

In c r e c e n t  p u b l i c a t i o n ,  C h a r l e s  S c h u l t z e  allocates, t h a . 7 . 7  p o i n t  r i s e  

in domestic.-expend± turca_as a  p e r  c e n t  of. G N E  a m o n g  major, e x p e n d i t u r e  

c a t e g o r i e s . 5 F l £ t v - t h r o e _ Jjer c e n t  of t h e  7.7 p o i n t  i n c r e a s e  (4.1 p e r  

c e n t  of GNP ) is a c c o u n t e d  f o r T F y l t h e  “c a t e g o r y  "Retirement,. D i s a b i l i t y ,  

a n d U n e m p l o y m e n t  P r o g r a m s , "  w h i c h  r o s e  f r o m  2.8 per c e n t  of G N P  in 1955 

to 6^9 p e r  c e n t  in 1977. Th i s  c a t e g o r y  a c c o u n t s for f u l l y  h a l f  the 

r i s e  s i n c e _ 1 9 5 5  in go v e r n m ent e x p e n d i t u r e s at ji t j.eyel~s a s a p e r  c e n t  

of  GNP. -By far the  l a r g e s t  p o r t i o n  o f  this c a t e g o r y  is s o c i a l ^ e c u r i t y ' '  

b e n e f i t s ,  i n c l u d i n g  M e d i c a r e .  (The c a t e g o r y  a l s o  i n c l u d e s  r a i l r o a d  a n d  

f e d e r a l  e m p l o y e  p e n s i o n s . )  T h e  r i s e  r e f l e c t s  t he  d e v e l o p m e n t  of  s o c i a l  

s e c u r i t y  (and s i m i l a r  p u b l i c  r e t i r e m e n t  p r o g r a m s )  to f u l l - f l e d g e d  o p e r a­

tio n  w i t h  a l m o s t  u n i v e r s a l  c o v e r a g e .  T h e r e  h a s  b e e n  e x p a n s i o n  in b o t h  

b e n e f i c i a r i e s  a n d  b e n e f i t  l e v e l s ,  i n c l u d i n g  p r o v i s i o n s  t y i n g  b e n e f i t s  

to c o s t - o f - l i v i n g  i n cre as es . T o g e t h e r  w i t h  t h e  g r o w i n g  i m p o r t a n c e  of 

p r i v a t e  p e n s i o n  plans, the  s o c i a l  c o n s e q u e n c e s  h a v e  bee n a g r e a t e r  d e g r e e  

of i n d e p e n d e n c e  for s e n i o r  c i t i z e n s ,  reflected in the i n c r e a s e d  n u m b e r s  

of  t h e m  l i v i n g  a s  i n d e p e n d e n t  f a m i l y  u n i t s ,  a n d  a s h a r p  d r o p  in the i n c i­

d e n c e  o f  p o v e r t y  in this a g e  group.

S c h u l t z e ' s  s e c o n d  c a t e g o r y  is ' . o w - l n c o m e  A s s i s t a n c e  P r o g r a m s , ' 1 p r i n c i­

pa l l y  A i d  to F a m i l i e s  w i t h  D e p e n d e n t  C h i l d r e n ,  S u p p l e m e n t a l  S e c u r i t y  

I n co me , F o o d  S t a m p s ,  a n d  M e d i c a i d ,  a set of p r o g r a m s  f r e q u e n t l y  c l a s s i f i e d



a s  " w e l f a r e . 1* T h i s  c a t e g o r y  r o s e  f r o m  0. 5 p e r  cant  of  G N P  in 1 95 5  to

1.5 p e r  c e n t  in 3.977, a n d  a c c o u n t e d  for 13 p e r  c e n t  of t h e  7 . 7  p o i n t

r i s e  in f e d e r a l  d o m e s t i c  e x p e n d i t u r e s  as a p e r  c e n t  of GNP.

A  t h i r d  c a t e g o r y ,  " S o c i a l  I n v e s t m e n t  a n d  S e r v i c e s , "  a c c o u n t e d  f o r  19 p e r

c e n t  o f  t h e  i n c r e a s e ,  r i s i n g  f r o m  O . o  to 2.1 p e r  c e n t  o f  GNP. T h e s e  a r e

m a i n l y  e d u c a t i o n ,  h e a l t h  m a n p o w e r  t r a i n i n g ,  a n d  c o m m u n i t y  d e v e l o p m e n t  

p r o g r a m s .  A b o u t  h a l f  o f  t h i s  c a t e g o r y  (on e p e r  c e n t  of GNP) is d i r e c t e d  

t o w a r d  t he  l o w - i n c o m e  p o p u l a t i o n ,  b u t  in th e f o r m  of s o c i a l  i n v e s t m e n t  

r a t h e r  t h a n  d i r e c t  i n c o m e  a s s i s t a n c e .  A b o u t  a f o u r t h  of the  c a t e g o r y  

r e p r e s e n t s  v e t e r a n s '  h e a l t h  a n d  e d u c a t i o n a l  p r o g r a m s .

T h e  c a t e g o r y  " P h y s i c a l  I n v e s t m e n t  a n d  S u b s i d i e s "  a c c o u n t e d  f o r  a  m o d e s t  

6 p e r  c e n t  o f  t h e  i n c r e a s e ,  r i s i n g  f r o m  1.6 to 2.1 p e r  c e n t  o f  GNP.

T h e r e  w as, h o w e v e r ,  a s h i f t  in t h e  c o m p o s i t i o n  of t h i s  e x p e n d i t u r e  c a t e­

g o r y  f r o m  e m p h a s i s  o n  h i g h w a y  c o n s t r u c t i o n ,  th e s p a c e  program,* a g r i c u l­

tu r a l  s u b s i d i e s ,  a n d  w a t e r  r e s o u r c e  p r o j e c t s  in t he  195 0' s t o w a r d  e n e r g y ,  

e n v i r o n m e n t a l ,  a n d  m a s s  t r a n s i t  e x p e n d i t u r e s  in t h e  1 9 7 0 's.

I n t e r e s t  p a y m e n t s  o n  t h e  n a t i o n a l  d e b t  a n d  g e n e r a l  r e v e n u e  s h a r i n g  e a c h  

a c c o u n t e d  f o r  a s m a l l  p r o p o r t i o n  of  the  t o t a l  i nc rease.

A  f e w  c o m m e n t s  l o o k i n g  to the f u t u r e  w i l l  c o n c l u d e  t hi s  d i s c u s s i o n  of 

t h e  f e d e r a l  b u d g e t .  T h e  1 9 5 5 - 1 9 7 /  d e c l i n e  in d e f e n s e  s p e n d i n g  a s  a 

s h a r e  o f  b o t h  G N P  a n d  t h e  f e d e r a l  b u d g e t  o b v i o u s l y  c r e a t e d  a m a r g i n  o r  

" l e e w a y "  for  a n  e x p a n s i o n  o f  d o m e s t i c  f e d e r a l  s p e n d i n g  i n  t h a t  p e r i o d .  

Thi'j s o u r c e f o r  f u n d i n g  n e w  d o m e s t i c  p r o g r a m s  w i l l  a p p a r e n t l y  n o t  b e  

a v a i l a b l e  w e r ~ ~ thB~nextr~sever aT~~ye a r 5 , s i n c e  d e f e n s e  s p e n d i n g  is pro* 

j e c t e d  to b e  m a i n t a i n e d  at a b o u t  t h e  s a m e  l e v e l  cf GNP.

S e u o n d l y ,  t h e  f e d e t a l - b u d g e t — is-nauLincreaniag-morje^.slowly.* T h e  a d m i n -  

is' r a t i o n ' s - p r o p o s e d  1979 b u d g e t  is a l o w e r  p e r  c e n t  o f  G N P  (22 p e r  cent) 

t h a n  in 1978. T h e  a d m i n i s t r a t i o n  h a s  a n n o u n c e d  a t a r g e t  of r e d u c i n g  the  

f e d e r a l  b u d g e t  to 21 pe r c :nt o f  G N P  by  1981.

E v e n  w i t h i n  t h e  2.1 p e r  ce n t  t a r g e t ,  p r o j e c t i o n s  by t h e  n r o o k i n g s  I n s t i­

t u t i o n  s u g g e s t  that s o m e  n e w  f e d e r a l  p r o g r a m s  (1 a t a s t r o p h i c  n a t i o n a l  
h e a l t h  i n s u r a n c e  a n d  c o m p r e h e n s i v e  w e l f a r e  r e f o  m )  c o u l d  p r o b a b l y  be 

f i n a n c e d  by 1981, a l o n g  w i t h  i n c o m e  t a x  r e d u c t i o n  to c o m p e n s a t e  f o r  t h e  

e f f e c t s  o f  i n f l a t i o n  o n  the b r a c k e t  s t r u c t u r e .  T h e  p r o s p e c t s  a r e ,  h o w­

eve r ,  s t r o n g l y  d e p e n d e n t  o n  a v o i d i n g  a s e r i o u s  r e c e s s i o n  o v e r  t h e  n e x t  

f e w  years.®
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S t a t e - L o c a l  S p e n d i n g

S t a t e  a n d  l o c a l  e x p e n d i t u r e s  c o m b i n e d  ($ 26 5 b i l l i o n  in  1977) a r e  r o u g h l y

t w o - t h i r d s  of th e f e d e r a l  e x p e n d i t u r e  to ta l,  b u t  h a v e  r i s e n  m u c h  f a s t e r

than f e d e r a l  e x p e n d i t u r e s  s i n c e  1955. S t a t e - l o c a l  exRgn.ditur.e_s. just

a s  t h e  f e d e r a l  b u d g e t ,  r e f l e c t  a h i g h  r.o n r s n t r a t i o n , i n  a  s m a l l n u m b e r 

of c a t e g o r i e s .  E d u c a t i o n  a l o n e  accc. n t s  f o r  3 7  pj»r_c e n t  o f s t a t e - l o c a l  

s p e n d i n g .  E v i r a t i on, w e l f a r e  a n d  h i g h w a y s a c c o u n t  f o r  60_per. cent.

A d d i n g  h e a l t h  a n d  h o s p i t a l s ,  p o l i c e ,  fire, a n d  t h e  c o r r e c t i o n a l  s y s t e m  

g e t s  u s  u p  to  7 5  p e r  cent. S a n i t a t i o n  a n d  p u b l i c  e m p l o y e  p e n s i o n s  a r e  

a d d i t i o n a l  i m p o r t a n t  c a t e g o r i e s .  B u t  c l o s i n g  m u s e u m s ,  p a r k s  a n d  z o o s

w o u l d  h a v e  l i t t l e  f i n a n c i a l  impact in a  c r i s i s .1
S t a t e  a n d  l o c a l  g o v e r n m e n t  e x p e n d i t u r e s  r o s e  f r o m  9.2  p e r  c e n t  of G N P  

in  1955 to 1 5. 3  p e r  c e n t  in 1974. S i n c e  f e d e r a l  g r a n t s  e x p a n d e d  r a p i d l y ,  

t h e  p a r t  f i n a n c e d  f r o m  s t a t e  a n d  l o c a l  r e s o u r c e s  r o s e  f r o m  8 . 3  p e r  c e n t  

of G N P  to 12.2 p e r  cent.

EpHpral a i d p l a y e d a dual r o l e  in t h i s  p e r i od. -It h e l p ed_.ease_fchp f i s­

ca l  p r o b l e m s  o f  s t a t e  a n d  l o ca i r g o v e r n m e n t s .  b u t  p a r t l y  o f f s e t  th i s  by 

i n d u c i n g  t h e m  to u n d e r t a kp p r o g r a m s  C o n g r e s s  d e e m e d  in t h e _ n a t i o n a l  

i n t e r e s t ,  a n d  that m a n y  d e c e n t r a l i z e d  g o v e r n m e n t s  w o u l d  p r o b a b l y  n o t  

h a v e  u n d e r t a k e n  a l o n e .

S t n f p  find -Vn p-p-1 f l ^ r n m p n t: em p l o y m e n t  ex p a n d e d  d u r i n g  t h is p e r i o d f r o m .  

4 . 7 m i l l i o n  in 1 9 5 ,5 tn 17 . 5 mill ion in 1977. ( F u l l - t i m e  e q u i v a l e n t  

s t a t e  a n d  l o c a l  e m p l o y m e n t  is, h o w e v e r ,  a b o u t  10.5 m i l l i o n . )  A b o u t  

h a l f  of t h e s e  s t a t e - l o c a l  e m p l o y e s  a r e  in e d u c a t i o n .  F e d e r a l  c i v i l i a n  

e m p l o y m e n t ,  1 9 5 5 - 1 9 7 7 ,  i n c r e a s e d  o n l y  f r o m  2 . 2  to 2 . 7  m i l l i o n ,  w i t h  a l l  

t h e  i n c r e a s e  o c c u r r i n g  b y  1969.

The. e x p a n s i o n _ a £ - s t a . t e - a n d - l o c a l _ g o v e r n m e n t , . r e f l e c t e d  t h e  m a j o r  .demo­

g r a p h i c  an d  e c o n o m i c  c h a n g e s  o c c u r r i n g  in t h e  U n i t e d  t r a t e s f o l l o w i n g  

W o r l d  W a r  IX.—  T h e  d e m o g r a p h i c  p r e s s u r e s  o n  s t a t e  a n d  l o c a l  g o v e r n m e n t s  

s t e m m e d  f r o m  th e h i g h  o v e r a l l  r a u ^  of  p o p u l a t i o n  g r o w t h ,  t h e  c h a n g i n g  

a g e  c o m p o s i t i o n  o f  the p o p u l a t i o n ,  a r d  its g e o g r a p h i c  r e d i s t r i b u t i o n .

T h e  p o s t w a r  " b a b y  b o o m’J_ i n c r e a s e d  t h e  n u m b e r  of  s c h o o l  c h i l d r e n  f r o m

34 m i l l i o n  in *T9 5' 'n 50 m i l l i o n  in 1974. C o l l e g e e n r o l l m e n t s  r o ^ e

ev e n  m o r e  r a p i d l y  e o v e r - 6 5 g r o u p  r o s e  s h a r p l y  as _a_per..cent of the  

p o p u l a t i o n ,  c o n t r  g to hlgher'lrealtlT a n d  w e l f a r e  e x p e n d i t u r e s .

T h e  y e a r s  f ol l o w  d W a r  II s a w  a m a s s i v e  e x o d u s  f r o m  t h e  n a t i o n ' s

f a r m s  a n d  rural ^ n d  a n  a c c e l e r a t e d  g e o g r a p h i c  c o n c e n t r a t i o n  of

t h e _ p o p u l a t i o n _ i n  i. i l t o p o l i t a n  .area?. U r b a n  e x p e n d i t u r e s  a n d  t a x  r a t e s  

a r e  i n e v i t a b l y  h i g h e r  t h a n  t h o s e  in r u r a l  a r e a s ,  a n d  h i g h e r  in l a r g e  

m e t r o p o l i t a n  a r e a s  t h a n  in s m a l l e r  c i t i e s .  F o r  m a n y  c e n t r a l  c i ti es , 

th e n e t  r e s u l t  o f  i n - m i g r a t i o n  of  a  l o w - i n c o m e, low-sjcill p o p u l a t i o n ^  

a n d  t h e  l o s s _ o f - p o p u l a t i n g  and. industry._t.oJthe j s u b u r b s , w a s _ _ a n _ l h t e n s i -  

f i c a t i o n  o f _ t h e i r - f  t n a n c l a l j j r o b l e m s . T h e  s h i f t  f r o m  r a i l  to t r u c k  '
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t r a n s p o r t a t i o n  f o r  i n d u s t r i a l  a n d  c o m m e r c i a l  p r o d u c t s ,  a l o n g  w i t h  t h e  

i n c r e a s e  in n u m b e r  o f p r i v a t e  a u t o m o b i l e s  a n d  t h e  g r e a t e r  m o b i l i t y  of  

A m e r i c a n s - p r o d u c e d  b i g  i n c r e a s e s  in h i g h w a y  s p e n d i n g .

It m a y  b e  p e r c e i v e d  th a t  t h e  d e s c r i p t i o n  o f  t h e  p r e v i o u s  two p a r a g r a p h s  

is a n  e s p e c i a l l y  g o o d  fit  to the  s t a t e  of C a l i f o r n i a ,  w h i c h  e x p e r i e n c e d  

a l l  t h e  a b o v e  s y m p t o m s — r a p i d  p o p u l a t i o n  g r o w t h ,  m e t r o p o l i t a n  c o n c e n t r a­

tion, c o r e  c i t y  d e c l i n e ,  a n d  v a s t  h i g h w a y  c o n s t r u c t i o n  in a n  a g g r a v a t e d  

way, a l o n g  w i t h  s o m e  s p e c i a l  p r o b l e m s  s u c h  a s  w a t e r  i n v e s t m e n t s — a n d  it 

is t h e  C a l i f o r n i a  " t a x  r e v o l t "  t h a t  h a s  a t t r a c t e d  t h e  0 r e a t e s t  n a t i o n a l  

a t t e n t i o n .

S p y prnl- s t n d i e s - h a v e  a ytempjied^to. a l l o c  a t e _ t  h e _ i n c  r ea s e in  s t a t  e - l o c a l  

e x p e n d i t u r e s . o v e r  this p e r i o d  a m o n g  t h r e e  g e n e r a t i n g  f a c t o r s :  ( l ) . w o r k 7 
lo a d  Inc r e a s e ;  (2) a r e l a t i v e p r i c e  e f f e c t :  a n d  (3) i n c r e a s e  i n  s c o p e  

a n d q u a l i t y  o f  s e r v i c e s . ^  A c c o r d i n g  to t h e s e  s t u d i e s ,  a b o u t  2 0  p e r  

ce n t  of t.ie 1 9 5 5 - 1 9 7 2  ̂ e x p e n d i t u r e  i n c r e a s e  w a s  a s s o c i a t e d  w i t h  i n c r e a s e d  

w o r k l o a d s ;  a b o u t  5 0  p e r  c e n t  w i t h  i n c r e a s e d  r e l a t i v e  p r i c e s  of  s t a t e  

a n d  l o c a l  s e r v i c e s ,  p r i n c i p a l l y  p a y r o l l  c o s t s ;  a n d  r o u g h l y  o n e - t h i r d  

w i t h  " s c o p e  a n d  q u a l i t y . "

E x a m p l e s  o f  " w o r k l o a d "  ■'•'crease w o u l d  b e  a  r i s e  in t h e  n u m b e r  of  s c h o o l  

\ge c h i l d r e n ,  o r  in t h e  . .mber of p e r s o n s  w i t h  i n c o m e s  b e l o w  t h e  p o v e r t y  

line. A n  i n c r e a s e  in t h e  p r o p o r t i o n  o f  s e c o n d a r y  s c h o o l  g r a d u a t e s  g o i n g  

o n  to c o l l e g e  w o u l d ,  h o w e v e r ,  b e  c o u n t e d  a s  a n  i n c r e a s e  in t h e  " s c o p e "  

of e d u c a t i o n a l  p r o g r a m s ,  a s  w o u l d  a n  i n c r e a s e  i n  p e r  c a p i t a  t r a n s f e r  

p a y m e n t s  o r  s e r v i c e s  p r o v i d e d  l o w - i n c o m e  p e o p l e .  T h e  " r e l a t i v e  p r i c e  

e f f e c t "  m e a s u r e s  t h e  f a c t  that o v e r  t h e  p a s t  tw o d e c a d e s  t h e  p r i c e s  

(costs) of  s t a t e  a n d  l o c a l  g o v e r n m e n t  s e r v i c e s  h a v e  r i s e n  m u c h  f a s t e r  

t h a n  t he  g e n e r a l  p r i c e  level.

T h e  s t r e n g t h  o f  t h e  r e l a t i v e  p r i c e  e f f e c t  a s  a  f a c t o r  c a u s i n g  i n c r e a s e s  

in s t a t e - l o c a l  s p e n d i n g  r e f l e c t s  t h e  l a b o r  i n t e n s i v e n e s s  of  s t a t e - l o c a l  

s e r v i c e s ;  th e r a p i d  e x p a n s i o n  in d e m a n d  f o r  g o v e r n m e n t  w o r k e r s  in t h e  

past two d e c a d e s ;  a n d  t h e  f a c t  t h a t  in t h e  m i d - 1 9 5 0 ' s ,  p u b l i c  e m p l o y e  

c o m p e n s a t i o n  w a s  b e l o w  " p a r i t y "  w i t h  the a v e r a g e  e a r n i n g s  of a l l  w o r k e r s .  

S t a t e - l o c a l  e m p l o y e  e a r n i n g s  w e r e  107 p e r  c e n t  of a v e r a g e  e a r n i n g s  in 

1929, 116 p e r  c e n t  in 1939, 9 2 . 5  per ce n t  in 1955, a n d  104 p e r  c e n t  in 

1973.

O n e - t h i r d  of t h e  1 9 5 5 - 1 9 7 2  i n c r e a s e  in s t a t e - l o c a l  e x p e n d i t u r e s  w a s  

a l l o c a t e d  b y  t h e  studies to t h e  " s c o p e  a n d  q u a l i t y "  f a c t o r .  T h i s  i n d i­

cat e s ,  v e r y  r o u g h l y ,  t h e  e x t e n t  to w h i c h  t h e  r i s e  in e x p e n d i t u r e s  w a s  

a m a t t e r  o f  v o t e r  p r e f e r e n c e  f o r  a h i g h e r  l e v e l  of s e r v i c e s  a s  c o m p a r e d  

w i t h  i n c r e a s e s  w h i c h  s i m p l y  r e s u l t e d  f r o m  c h a n g i n g  d e m o g r a p h i c  a n d  e c o­

n o m i c  force s.  T h i s  r i s e  in " s c o p e  a n d  q u a l i t y 1̂ o f _ s e r v i c e s  Is c o n s i s t e n t  

witlx_the t h e o r y  . £§.Q m e t  im e s. .ca 1.1 e d  " W a g n e t l s  _ .La w "  ). _t h  a t p u b l i c  e x p e n d i­

tu r e s  a r e  in g e n e r a l  i n c o m e - e l a s t i c i . e . , t h a t  d e m a n d  f or t h e m  t end s 

to r i s e m o r e  t h a n  p r o p o r t i o n a l l y w i t h p r i v a t e  i n c o m e s .
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While- t h i s  t h r e e - c a t e g o r y  b r e a k d o w n  is u s e f u l  in a n a l y z i n g  t h e  

of  r i s i n g  s t a t e - l o c a l  e x p e n d i t u r e s  t h r o u g h  t h e  m i d - 1 9 7 0 ' s ,  it_fj^»-Ji_?0 
c a p t u r e  n n s  I m p o r t a n t  a s p e c t  o f  t h a t  r i s e — t h e  r e d i s t r i b u t i o n  c f  

l a t i o n  f r o m  s m a l l e r ,  l o w e r - t a x  c o m m u n i t i e s to l a r g e r  a n d  m o r e  c c m g 2 S t e d  

h i g h e r - t a x  j u r i s d i c t i o n s , an i m p o r t a n t  f e a t u r e  o f  p o s t - W o r l d  W a r  

A m e r i c a .  T h e  g e o g r a p h i c  e f f e c t  is s u b s u m e d  u n d e r  t h e  " p r i c e  e f f e c t  

a n d  " s c o p e  a n d  q u a l i t y "  m e a s u r e s .  T h a t  is, p u b l i c  e m p l o y e  w a g e s  a r e  

h i g h e r  in m e t r o p o l i t a n  t h a n  in n o n m e t r o p o l i t a n  a r e a s ,  a n d  so i s  t b -2 
" s c o p e "  o f  p u b l i c  s e r v i c e s  t y p i c a l l y  d e m a n d e d  a n d  p r o v i d e d  in  c o n g e s t e d  

a r e a s .

I n  t h e  i m m e d i a t e  p o s t - W o r l d  W a r  II p e r i o d ,  t h e  r e v e n u e  s y s t e m s  c f  s t a t e  

a n d  l o c a l  g o v e r n m e n t s  w e r e  w o e f u l l y  i n a d e q u a t e  to m e e t  t h e s e  r i s i n g  p r e s ­

su r e s .  _A m ajn r— — d e v e l o p m e n t of t h e  p a st tw o to t h r e e  d e c a d e s  n as ^  

b e e n  a  _significaafi b r o a d e n i n g  of t a x  ba s es at t h e  s t a t e l e v e l , f m v q 4̂7 i n 3 
w i d e s p r ead a d o p t i on  a n d / o r  e x p a n s i o n  o f  b r o a d - b a s e d  i n c o m e  and. _sales__ 

ta xe s j  S t a t e  g o v e r n m e n t s  n o w  f i n a n c e  a b o u t  a t h i r d  of  l o c a l  g o v e r n m e n t  

e x p e n d i t u r e s  c o m p a r e d  w i t h  21 p e r  c en t  in 1940 a n d  25  .,er c e n t  i n  1 9 6 0 .  

T h i s  is, of  c o u r s e ,  a n  a v e r a g e  f o r  t h e  n a t i o n .  L o c a l  g o v e r n m e n t s  h a v e  

n o t  r e d u c e d  to a n y  s i g n i f i c a n t  e x t e n t  t h e i r  r e l i a n c e  on  t h e  l o c a l  p r o p ­

e r t y  t a x  a s  t h e  p r e d o m i n a n t  s o u r c e  (sti ll  o v e r  80 p e r  c e n t )  o f  l o c a l  

t a x  r e v e n u e .

In  s u m m a r y ,  t h e  m a j o r  f o r c e s  in e x p a n s i o n  o f  the  p u b l i c  s e c t o r  s i n c e  

t h e  m i d - 1 9 5 0 ' s  h a v e  b e a n :  (1) t h e  m a j o r  e x p a n s i o n  jLn s o c i a l  s e c u r i t y  _

a n d  s i m i l a r , p u b l i c l y  f i n a n c e d  r e t i re me nt , p r o g r a m s i n c l u d i n g  t h e i r  m e d i ­

c a l  a n d  d i s a b i l i t y  c o m p o n e n t s ;  (2) t h e  p r e s s u r e s  o f  p o p u l a t i o n  g r o w t h  

a n d  u r b a n i z a t i o n  on  t r a d i t i o n a l  a r e a s  o f  s t a t e - l o c a l  g o v e r n m e n t  r e s p o n ­

s i b i l i t y ;  a n d  (3) the._expansion of  i n c o m e m a i n t e n a n c e . , a n d  s o c i a l  service, 

p r o g r a m s p r i m a r i l y  d i r e c t e d  to t h e  l o w e r  o n e - f o u r t h  o f  U . S .  i n c o m e  e a r n e r s .  

T h e  t h i r d  f a c t o r  h a s  b e u i  o f  a  l o w e r  o r d e r  of  m a g n i t u d e  t h a n  t h e  f i r s t  two.

A D o w n t u r n  i n  t h e  " S p e n d i n g  C y c l e ? "

W e  n o w  c o m e  to w h a t  is p e r h a p s  a p a r a d o x  o f  t he  " t a x  r e v o l t . "  T h e  d e m o­

graphic. aod_econqraic_ p r e s s u r e s  ..that I h a v e  d e s c r i b e d  h a v e  s i g n i f i c a n t l y  

l e s s e n e d  in the  l a t e r  1970's,-.to. s o m e  e x t e n t  e v e n  b e e n . r e v e r s e d .  O v e r a l l  

p o p u l a t i o n  g r o w t h  h a s  s l o w e d  do wn ; the b i r t h  r a t e  h a s  d e c r e a s e d  s t e a d i l y  

s i n c e  1955; a n d  in t h e  1970's, t h e  p o p u l a t i o n  g r o w t h  r a t e  o f  n o n m e t r o ­

p o l i t a n  a r e a s  h a s  e x c e e d e d  that o f  m e t r o p o l i t a n  areas.® T h e  d e m a n d  f o r  

spiue_maj.or._categpr^ies of p u b l i c  employes.,, no ta b l y ,  in e d u c a t i o n ,  is_.no _ 

l o n g e r r i s i n g  ra pi d l y ;  a nd  p u b l i c  e m p l o y e  s a l a r i e s  h a v e  c a u g h t  u p  to a 

p o s i t i o n  c l o s e  to t h e i r  p r e - d e p r e s s i o n  " p a r i t y "  l e v e l . 9

S t a t e  a n d  local e x p e n d i t u r e s  w e r e  15.3 pe r ce n t  of G N P  in 1973. A  s t u d y  

by E m i l  S u n le y,  Jr., e s t i m a t e s  t hat the 1973 l e v e l  of  s e r v i c e s  c o u l d  be
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p r o v i d e d  i n  1981 (i . e . , w i t h  no c h a n g e  in " s c o p e  a n d  q u a l i t y "  o f  s e r­

vi c e s )  w i t h  12.9  p e r  c e n t  of  GNP.l® T h e  1973 s t a t e - l o c a l  t a x  r a t e s  

w o u l d ,  h o w e v e r ,  p r o v i d e  r e v e n u e  a m o u n t i n g  t o  14.2 p e r  c e n t  o f  GNP.

Th us , b y  1981, l e s s e n e d  w o r k l o a d  a n d  r e l a t i v e  p r i c e  p r e s s u r e s  w o u l d  

p r o v i d e  a " m a r g i n "  o f  1.3 p e r  c e n t  o f  G N P  for e i t h e r  f u r t h e r  i n c r e a s e  

i n  t h e  " s c o p e  a n d  q u a l i t y "  o f  p r o g r a m s  or s i g n i f i c a n t  t a x  r e d u c t i o n s ,  

o r  a c o m b i n a t i o n  of t h e  two.

T h e  f a m o u s  " W a g n e r’s L a w , "  f o r m u l a t e d  b y  a E u r o p e a n  e c o n o m i s t  in t h e  

1 9 t h  c e n t u r y ,  p r e d i c t s  a  l o n g - t e r m  r i s e  in t h e  r e l a t i v e  s i z e  o f  the  

g o v e r n m e n t  s e c t o r  d u e  t o  t h e  i n c o m e - e l a s t i c i t y  o f  p u b l i c  s e r v i c e s .  

W a g n e r ' s  Law, h o w e v e r ,  m a y  b e  a p p l i c a b l e  to a p a r t i c u l a r  h i s t o r i c a l  

p e r i o d ,  b u t  n o t  v a l i d  f o r  a l l  time. R e c e n t  ex p e r i e n c e  in t h e j ' n i t e d  

S t a t e s  sug ge sts _ t o  m e  t h a t  p u b l i c  ex p e n d i t u r e s o r  .the p r e s s u r e s  t ha t  

i n f l u e n c e tfiim, a r e  s u b j e c t  to l o n g  c y c l i c a l ^ s w i n g s . T h e  d e m o g r a p h i c  

a n d  e c o n o m i c  p r e s s u r e s  I ' v e  d e s c r i b e d  r e s u l t e d  in a s t r o n g  cyc'lical 

u p s w i n g  in t h e  p o s t - W o r l d  W a r  I I  p e r i o d  u n t i l  a b o u t  1973, w h i c h  w a s  

p r o b a b l y  p r o l o n g e d  b y  t h e  1 9 7 4 - 7 5  r e c e s s i o n .  W e  a r e  n o w  in a d o w n­

s w i n g  of t h i s  l o n g  c y c l e .  E s s e n t i a l l y ,  w h a t  t h i s  m e a n s  is t h a t  at 

l e a s t  t h r o u g h  t h e  m i d - 1 9 8 0 ' s, " w o r k l o a d "  a n d  " r e l a t i v e  p r i c e "  p r e s­

s u r e s  s h o u l d  c a u s e  t h e  s i z e  of t h e  g o v e r n m e n t  s e c t o r  to d e c r e a s e  

r a t h e r  t h a n  i n c r e a s e  r e l a t i v e  to GNP, at l e a s t  to t h e  e x t e n t  t h a t  

m a j o r  r e c e s s i o n s  a n d  w a r s  c a n  b e  a v o i d e d .  P o l i t i c a l  d e c i s i o n s  c o n­

c e r n i n g  t h e  " s c o p e  a n d  q u a l i t y "  o f  g o v e r n m e n t  p r o g r a m s  a r e  a  l e s s  

p r e d i c t a b l e  e l e m e n t .

T h e r e  is s o m e  e v i d e n c e  to s u p p o r t  t h i s  t h e o r y  that t h e  p e a k  in a " l on g 

c y c l e "  w a s  r e a c h e d  in t h e  m i d - 1 9 7 0 ' s .  P u b l i c  e x p e n d i t u r e s  a s  a  per  

c e n t  of G N P  w e r e  35 p e r  c e n t  in 1975 a n d  33 p e r  c e n t  in 1977; t h o u g h  

r e v e n u e s  a s  a  p e r  c e n t  of  G N P  r o s e  f r o m  31 to 32 p e r  c e n t  in t h o s e  

y e a r s .  P a r t  o f  t h e s e  c h a n g e s  a r e  j u s t  t he  n o r m a l  c o n s e q u e n c e s  of 

r e c o v e r y  f r o m  a  s e v e r e  r e c e s s i o n .  M o r e  c o n v i n c i n g  is t h e  g r o w t h  of 

s t a t e - l o c a l  g o v e r n m e n t  s u r p l u s e s  f r o m  $6 b i l l i o n  in 1 975 to $32  b i l l i o n  

l a t e  in 1977. A b o u t  $5 b i l l i o n  o f  t hi s  w a s  th e n o w  f a m o u s  C a l i f o r n i a  

s t a t e  s u r p l u s !  T h e  T a x  F o u n d a t i o n ' s  M a r c h  1978 i s s u e  o f  T a x  R e v i e w  

a s s e r t s :

W i t h  s t a t e  t r e a s u r i e s  e n r i c h e d  b y  r e c o r d  s u r p l u s e s  

in 1 9 7 6  a n d  1977, a n d  w i t h  a  g e n e r a l l y  f a v o r a b l e  

b u d g e t  o u t l o o k ,  m a n y  s t a t e  l e g i s l a t u r e s  a r e  in t h e  

u n u s u a l  p o s i t i o n  of t r y i n g  to d e c i d e  h o w  to g i v e  

m o n e y  b a c k  to t h e  t a x p a y e r s ,  o r  at l e a s t  h o w  to 

l i g h t e n  f u t u r e  t a x  b u r d e n s  . . .  o n  b a l a n c e ,  if t h i s  

y e a r ' s  tax p r o p o s a l s  w e r e  a p p r o v e d ,  s t a t e - l e v e l  

t a x e s  w o u l d  b e  $90 m i l l i o n  a  y e a r  le s s  t h a n  u n d e r  

p r e s e n t  c o n d i t i o n s . H

G r o w t h  in s t a t e - l o c a l  e m p l o y m e n t  h a s  b e e n  t he m o s t  s p e c t a c u l a r  a s p e c t  

o f  g r o w t h  in g o v e r n m e n t  d u r i n g  t h e  p a s t  two d e c a d e s .  F r o m  1 955 to 1970,



s t a t e - l o c a l  g o v e r n m e n t  e m p l o y m e n t  i n c r e a s e d  at a v e r y  s t e a d y  5 p e r  c e n t  

a y e a r .  F r o m  1 9 7 0  to 1975, th e g r o w t h  r a t e  w a s  4 p e r  c e n t  a  y e ar.  F r o m  

A p r i l  19 7 5  to A p r i l  1978, t h e  g r o w t h  r a t e  h a s  b e e n  o n l y  2 1/2 p e r  c e n t  

a  yea r.  S t a t e - l o c a l  g o v e r n m e n t  e m p l o y m e n t  g r e w  m o r e  r a p i d l y  t h a n  p r i­

v a t e  s e c t o r  s e r v i c e s  e m p l o y m e n t  f r o m  1 9 5 5  to 1965, a n d  at t h e  s a m e  r a t e  

a s  s e r v i c e s  e m p l o y m e n t  f r o m  1965 to 1975. B u t  in th e last  t h r e e  y e a r s ,  

s t a t e - l o c a l  g o v e r n m e n t  e m p l o y m e n t  has  g r o w n  at o n l y  h a l f  the  r a t e  of 

p r i v a t e  s e c t o r  s e r v i c e s  e m p l o y m e n t ,  a n d  b e l o w  t h e  g r o w t h  r a t e  of t o t a l  

e m p l o y m e n t .  F e d e r a l  c i v i l i a n  e m p l o y m e n t  a c t u a l l y  p e a k e d  In 1969, a n d  

h a s  b e e n  v i r t u a l l y  u n c h a n g e d  t h r o u g h  t h e  1970's .

P r o s p e c t s  f o r  t h e  b u r d e n e d  t a x p a y e r  w e r e  t h u s  i m p r o v i n g  p r i o r  to the 

1 97 8  t a x  r e v o l t .  B u t  t h i s  d o e s  n o t  i m p l y  t h a t  r e d u c t i o n s  in t a x e s  of  

t h e  m a g n i t u d e  m a n d a t e d  by  t h e  C a l i f o r n i a  a n d  O r e g o n  b a l l o t  m e a s u r e s  c a n  

b e  a c h i e v e d  w i t h o u t  s i g n i f i c a n t  c u r t a i l m e n t  in g o v e r n m e n t  p r o g r a m s .  

i\nd t h e  i m p r o v e d  g e n e r a l  f i s c a l  p r o s p e c t s  o f  s t a t e  a n d  l o c a l  g o v e r n m e n t s  

a r e  n o t  e v e n l y  d i s t r i b u t e d ;  m a n y  c e n t r a l  c i t i e s ,  in p a r t i c u l a r ,  c o n t i n u e  

to f a c e  f i n a n c i a l  d i f f i c u l t y .

W a r  o n  P o v e r t y  o r  W a r  o n  t h e  P o o r ?

S o m e  o b s e r v e r s  h a v e  s u g g e s t e d  the. r e c e n t  t a x  r e v o l t  is a k i n d  o f  c o u n t e r­

r e v o l u t i o n  b y  t h e  U. S .  m i d d l e  c l a s s  a g a i n s t  e x c e s s i v e  g o v e r n m e n t a l  

e x p e n d i t u r e s  o n  t h e  p oor. T h i s  i n t e r p r e t a t i o n  is no d o u b t  a  c o n s i d e r a b l e  

o v e r s i m p l i f i c a t i o n .  T h e  n e w s  m e d i a  h a v e ,  h o w e v e r ,  p r e s e n t e d  a n u m b e r  of 

r e c e n t  i n t e r v i e w s  w i t h  " t y p i c a l  t a x p a y e r s "  w h o  c o m p l a i n  t ha t  too m u c h  of  

t h e i r  tax r e v e n u e  is b e i n g  s p e n t  o n  " o t h e r s " ;  a n d  i n c o m e  r e d i s t r i b u t i v e  

p u b l i c  e x p e n d i t u r e s  h a v e  u n d o u b t e d l y  i n c r e a s e d  in the past two d e c a d e s .

It m a y  b e  u s e f u l ,  t h e r e f o r e ,  to t r y  t o  e s t i m a t e  w h a t  p r o p o r t i o n  o f  g o v e r n­

m e n t  f u n d s  is c h a n n e l e d  into  p r o g r a m s  o f  p r i m a r y  b e n e f i t  to t h e  n a t i o n ' s  

l o w e s t  i n c o m e  e a r n e r s .

A  "W a r  on  P o v e r t y "  w a s  d e c l a r e d  in th e U n i t e d  S t a t e s  in 1964. T h e r e  

h a v e  b e e n  t w o  m a i n  l i n e s  of a t t a c k .  T h e  f i r s t  h a s  b e e n  t h r o u g h  h u m a n  

r e s o u r c e  i n v e s t m e n t  p r o g r a m s  i n v o l v i n g  t h e  d e l i v e r y  of s e r v i c e s ; for 

e x a m p l e ,  H e a d  S t a r t ,  T i t l e  I of t h e  E l e m e n t a r y  a n d  S e c o n d a r y  E d u c a t i o n  

A ct ,  j o b  t r a i n i n g  p r o g r a m s ,  c o m m u n i t y  a c t i o n  a g e n c i e s ,  a n d  n e i g h b o r h o o d  

h e a l t h  c e n t e r s .  T h e  m o s t  s i g n i f i c a n t  r e c e n t  d e v e l o p m e n t  in t hi s  t y p e  

of  p r o g r a m  h a s  b e e n  t h e  r a p i d  g r o w t h  of e m p l o y m e n t - c r e a t i o n  p r o g r a m s  

u n d e r  t h e  v a r i o u s  t i t l e s  of the C o m p r e h e n s i v e  E m p l o y m e n t  a n d  T r a i n i n g  

A c t  of 1973 ( C E T A ) , w h i c h  h a v e  c r e a t e d  o v e r  o n e  m i l l i o n  j o b  s l o t s  a n d  

i n v o l v e  a n a t i o n a l  e x p e n d i t u r e  o f  a b o u t  $11 b i l l i o n  a n n u a l l y .

T h e  s e c o n d  l i n e  o f  a t t a c k  has b e e n  t h r o u g h  e x p a n s i o n  of c a 3ii an d i n - k i n d  

i n c o m e  m a i n t e n a n c e  p a y m e n t s ,  s u c h  as A i d  to F a m i l i e s  w i t h  D e p e n d e n t  C h i l­

dre n ,  f o o d  s t am ps , m e d i c a i d ,  h o u s i n g  a l l o w a n c e s ,  and  S u p p l e m e n t a l  S e c u r i t y
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I n c o m e  ( S S I ) . T h e  fi rs t t y p e  of p r o g r a m  is d e s i g n e d  to h e l p  t h e  p o o r ,  

in t h e  l o n g  run, to e ar n  t h e i r  w a y  o u t  of p o v e r t y .  T h e  s e c o n d  g r o u p  

o f  p r o g r a m s  r e c o g n i z e s  that m a n y  c a t e g o r i e s  of p o o r  p e o p l e — t h e  a g e d ,  

d i s a b l e d ,  f e m a l e - h e a d e d  f a m i l i e s  w i t h  s m a l l  c h i l d r e n — w o u l d  h a v e  d i f­

f i c u l t y  e a r n i n g  t h e i r  w a y  o u t  of  p o v e r t y  t h r o u g h  the labor m a r k e t .

T h i s  is n o t  t h e  p l a c e  to  a t t e m p t  a d e t a i l e d  e v a l u a t i o n  of  o u r  a n t i­

p o v e r t y  p r o g r a m s . 12 H o w e v e r ,  t h e r e  h a s  b e e n  a s u b s t a n t i a l  r e d u c t i o n  

in t h e  i n c i d e n c e  of p o v e r t y  in t h e  U n i t e d  S t a t e s  s i n c e  1964. O n l y  p a r t  

o f  t h i s  c a n  b e  a t t r i b u t e d  t o  t h e  g e n e r a l  g r o w t h  of  th e U.S. e c o n o m y . 12 

P a r t  of  t h e  r e d u c t i o n  in p o v e r t y  s h o u l d  b e  c r e d i t e d  to f e d e r a l  a n t i­

p o v e r t y  p r o g r a m s ,  especially, t h e  set o f  c a s h  a n d  in-kind, i n c o m e  m a i n ­

t e n a n c e  p r o g r a m s .

M e a s u r e d  in t e r m s  of c a s h  i m e ,  t h e  i n c i d e n c e  of p o v e r t y  in t h e  U n i t e d  

S t a t e s  d e c l i n e d  f r o m  19 pei en t in 1 9 6 4  to 11 p e r  c en t  in 1976. But  

w h e n  t h e  c a s h  v a l u e  o f  i n - k  .d b e n e f i t s  ( f o o d  s t a m p s ,  h e a l t h  b e n e f i t s ,  

h o u s i n g  a l l o w a n c e s )  is c o u n t e d ,  t h e  i n c i d e n c e  o f  p o v e r t y  d e c l i n e s  to t h e  

5 to 7 p e r  c e n t  r a n g e . 1^ T h e  g r e a t e s t  i m p r o v e m e n t  h a s  b e e n  a m o n g  t h e  

e l d e r l y ,  w h o s e  p o v e r t y  i n c i d e n c e  is n o w  b e l o w  5 p e r  cent. In a d d i t i o n  

to g a i n s  in i n co me , a n t i - p o v e r t y  p r o g r a m s  m a y  h a v e  e n h a n c e d  t h e  w e l f a r e  

o f  l o w e r - i n c o m e  c i t i z e n s  in s u c h  a r e a s  as h e a l t h  c a r e  a n d  p o l i t i c a l  

p a r t i c i p a t i o n . 12
H o w  m u c h  o f  o u r  feder al , s t a t e  a n d  l o c a l  e x p e n d i t u r e  goe s to p r o g r a m s  

t a r g e t e d  o n  th e l o w - i n c o m e  p o p u l a t i o n ?  A  r e a s o n a b l y  p r e c i s e  e s t i m a t e  

c a n  b e  m a d e  for the  y e a r  1972, u s i n g  d a t a  p u b l i s h e d  in A p p e n d i x  A  of 

P l o t n i c k  a n d  S k i d m o r e ' s  P r o g r e s s  A g a i n s t  P o v e r t y :  A  R e v i e w  of  t h e

1 9 6 4 - 7 4  D e c a d e . 1^ My  e s t i m a t e  i n v o l v e d  a d d i n g  t h e  e x p e n d i t u r e s  o n  a l l  

p r o g r a m s  t h a t  y i e l d e d  a h i g h  i n c i d e n c e  of b e n e f i t s  (over 45  p e r  c en t) 

to t h e  p o v e r t y  p o p u l a t i o n .  V e t e r a n s '  b e n e f i t s  a n d  p r o g r a m s  s u c h  a s  

s o c i a l  s e c u r i t y  w e r e  n o t  c o u n t e d ,  e v e n  t h o u g h  m a n y  r e c i p i e n t s  w o u l d  

h a v e  bej -v* p o v e r t y - l i n e  i n c o m e s  w i t h o u t  t h e s e  b e n e f i t s .  S o c i a l  s e c u­

r i t y  c o v e r a g e  is a l m o s t  u n i v e r s a l ,  a n d  n o t  i n c o m e - c o n d i t i o n e d .  S i m i­

l a r l y ,  v e t e r a n s  a r e  r e p r e s e n t e d  in a l l  i n c o m e  g r o u p s .  I c o u n t e d  as 

" a n t i - p o v e r t y  p r o g r a m s "  a l l  p u b l i c  a s s i s t a n c e ,  n u t r i t i o n ,  w e l f a r e  s e r­

v i c e s ,  v o c a t i o n a l  r e h a b i l i t a t i o n ,  a n d  m a n p o w e r  t r a i n i n g  e x p e n d i t u r e s ,  

m o s t  h o u s i n g  a n d  h e a l t h  e x p e n d i t u r e s ,  and a m a j o r  part  of f e d e r a l  a i d  

to e d u c a t i o n .  T h i s  c a m e  to $41 b i l l i o n  in f e d e r a l ,  s t a t e  a n d  l o c a l  

e x p e n d i t u r e s ,  11 per c e n t  of  a l l  p u b l i c  s p e n d i n g ,  and 3.5 per c e n t  of 

1972 GNP.

T h e  p e r c e n t a g e  o f  p u b l i c  s p e n d i n g  on a n t i - p o v e r t y  p r o g r a m s  m a y  h a v e  

r i s e n  s l i g h t l y  s i n c e  197?, m a i n l y  d u e  to h i g h e r  e x p e n d i t u r e s  o n  f o o d  

s t a m p s  a n d  C E T A  p r o g ram s.  I m a d e  a n e c e s s a r i l y  c r u d e r  e s t i m a t e  ( s i n c e  

d e t a i l e d  d a t a  a r e  la cki ng ) of a n t i - p o v e r t y  p r o g r a m  e x p e n d i t u r e s  in r e l a­

ti o n  to t o t a l  p u b l i c  s p e n d i n g  f o r  1977. Tliis y i e l d e d  a f i g u r e  o f  a p p r o x­

i m a t e l y  12 p e r  cent. It w o u l d  b e  a r e a s o n a b l e  e s t i m a t e  that a b o u t  12 

p e r  c e n t  o f  o u r  p u b l i c  s p e n d i n g  is f o r  p r o g r a m s  of p r i m a r y  b e n e f i t  to
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A m e r i c a ' s  l o w e s t  i n c o m e  c i t i z e n s .  T h e  s h a r e  of g r o s s  n a t i o n a l  p r o d u c t

i n v o l v e d  is in t h e  3 to 4 p e r  c e n t  r a n g e . 1?

In t h e  f ir st  s e c t i o n  o f  t h i s  p a p e r  I m a d e  a n  a d m i t t e d l y  h e r o i c  e s t i m a t e

tha t t h e  set of t a x  l i m i t a t i o n  a n d  r e d u c t i o n  m e a s u r e s  n o w  b e i n g  p r o p o s e d

a t  t h e  f e d e r a l  a n d  s t a t e  l e v e l ,  i n c l u d i n g  t h e  K e m p - R o t h  p r o p o s a l ,  w o u l d ,

If a d o p t e d ,  r e q u i r e  a b o u t  a  15 p e r  c e n t  cu t i n  o v e r a l l  g o v e r n m e n t  e x p e n d i­

tur e s .  E v e n  if it w e r e  d e s i r e d ,  t h i s  c o u l d  n o t  b e  a c c o m p l i s h e d  s i m  ly 

b y  e l i m i n a t i n g  a n t i - p o v e r t y  p r o g r a m s  In a n y  ev ent , a p o l i t i c a l l y  r e a l­

is t i c  s c e n a r i o  o f  t o t a l  e l i m i n a t i o n  o f  t h e  a n t i - p o v e r t y  p r o g r a m s  is h a r d  

to imagine!

H e a r l y ,  t h e  88 p e r  c e n t  of p r o g r a m s  t h a t  a r e  o f  " g e n e r a l  b e n e f i t "  a r e __

a l s o  in j e o p a r d y .  C o n s i d e r i n g  t h e  d i s c u s s i o n  of p r i o r i t y  p r o g r a m s  a n d  

t a x  e a r m a r k i n g  p r a c t i c e s  in th e f i r s t  s e c t i o n  o f  t h i s  p a p e r ,  the  m o s t  

v u l n e r a b l e  e x p e n d i t u r e s  a p p e a r  to b e  p u b l i c  e d u c a t i o n ,  w h i c h  a c c o u n t s  

f o r  o v e r  a t h i r d  o f  s t a t e - l o c a l  e x p e n d i t u r e s ,  a n d  t h e  e n t i r e  r a n g e  of

u r b a n  ser vi ce s, p o s s i b l y  e x c e p t i n g  p r o t e c t i v e  s e r v i c e s  s u c h  as p o l i c e __

a n d  fire.

T h e  M o d e r a t e  A l t e r n a t i v e — T o o  L i t t l e ,  T o o  L a t e ?

A  g o o d  m a n y  r e c e n t  o p i n i o n  p o l l s  i n d i c a t e  t ha t  l a r g e  s e g m e n t s  of the  

p u b l i c  do n o t  w i s h  ser.vices-jcutLr_but-.think.J:axej a r e  ~tqo high._ T h i s  

m a y  b e in p a rt a c h r o n i c . f e a t u r e  o JL t h e  h u m a n - c o n d i t i o n  w h i c h  is b e y o n d  

. so l u t i o n .  But i n  p a r t  it r e f l e c t s  a s t r o n g_.bftl.lef that  o u r  p u b l i c  e c o n -  

“-JK o m y  c a n be  m a d e  to w o r k  b e t t e i. T h r e e  w a y s  to " m a k e  *"‘..e s y s t e m  vork 

B e t t e r "  a r e  (1) i m p r o v e m e n t s  in l a b o r  p r o d u c t i v i t y ,  (2) b e t t e r  p r o g r a m  

d e s i g n ,  a n d  (3) i m p r o v e m e n t s  in tax  e q u i t y . 18 T h e r e  is n o  s h o r t a g e  of' 

i dea s on  h o v  to a c c o m p l i s h  t h e s e  o b j e c t i v e s — t h e r e  is a  v e r y  l a r g e  p r o­

f e s s i o n a l  a n d  t r a d e  j o u r n a l  l i t e r a t u r e  on r ^ l  t h r e e  to p i c s ,  fo r e x a m p l e .

As a t e c h n i c a l  p r o b l e m ,  improying_.labor p r o d u c t i v i t y  m a y  b e  the m o s t  

d i f f i c u l t  of t h e  t hree. T h e  1972 C e n s u s  of  G o v e r n m e n t s  c o u n t e d  7 8 , 2 1 8  

l o c a l  g o v e r n m e n t s  in t h e  U n i t e d  S t a t e s ,  in a d d i t i o n  to 5 0  s t a t e  g o v e r n­

m e n t s  a n d  ‘.he f e d e r a l  g o v e r n m e n t .  I m p r o v i n g  p r o d u c t i v i t y  i n  a g e o g r a p h­

ic a l l y  d i f f u s e  " i n d u s t r y "  w i t h  m a n y  s m a l l  s c u l e  u n i t s  is i n h e r e n t l y  m o r e  

d i f f i c u l t  th a n  in, soy, an i n d u s t r y  w i t h  its e m p l o y m e n t  c o n c e n t r a t e d  in 

a  f e w  l a r g e  c a p i t a l - i n t e n s i v e  p l a n t s  in P i t t s b u r g h  or  D e t r o i t .  L a b o r  

p r o d u c t i v i t y  in t h e  p r i v a t e  s e c t o r  is t h o u g h t  to be d o i n g  w e l l  if it 

i n c r e a s e s  t h r e e  p e r  c e n t  a year; in fnet, it h a s  i n c r e a s e d  o n l y  20 p e r  
cent  in the  past ten yea rs . L a b o r  p r o d u c t i v i t y  a l s o  i n c r e a s e s  m o r e  

t h r o u g h  m a n y  s m a l l  i m p r o v e m e n t s  in m a n a g e m e n t  p r a c t i c e s  a n d  e q u i p m e n t ,  

than in d r a m a t i c  s u r g e s . 19

T h e s e  c o n s i d e r a t i o n  m a y  h e l p  to i l l u s t r a t e  the v e r y  q u e s t i o n a b l e  v a l i d­

ity of a n  a r g u m e n t  t h a t  s e e m s  to  c r o p  up f r e q u e n t l y  in d i s c u s s i o n s  of

-11-



t a x  l i m i t a t i o n  p r o p o s a l s  s u c h  a s  C a l i f o r n i a ' s  P r o p o s i t i o n  13. T h i s  is 

t h e  n o t i o n  t h a t  10, 15 o r  3 0  p er  c e n t  c a n  b e  c ut  f r o m  g o v e r n m e n t  b u d g e t s  

w i t h o u t  r e d u c i n g  se r v i c e s ,  f o r  e x a m p l e ,  by d i s m i s s i n g  som e p r o p o r t i o n  o f  

" m i d d l e - m a n a g e m e n t  b u r e a u c r a t s . "  If it is a r g u e d  t hat a 20 p e r  c e n t  c ut  

c o u l d  b e  m a d e  w i t h o u t  s e r v i c e  r e d u c t i o n s ,  t h a t  i m p l i e s  an i n s t a n t a n e o u s  

i m p r o v e m e n t  in l a b o r  p r o d u c t i v i t y  of a m a g n i t u d e  c h a t  r e q u i r e s  t e n  y e a r s  

to  b e  a c c o m p l i s h e d ,  on  a v e r a g e ,  in t h e  p r i v a t e  s e c t o r . 20
I m p r o v i n g  p u b l i c  jse c t o r  l a b o r  p r o d u c t i v i t y_s.hould be. h o w ever, a majo.r 

a n d  i m p o r t ant- oIT-)ective of p u b l i c  p o l i c y . T h e  s c i e n c e  of p u b l i c  m a n a g e­

m e n t  h a s  n o t  b e e n  s t a n d i n g  s t i l l  in t h e  p a s t  de c a d e .  T h e  C o n g r e s s i o n a l  

E u d g e t  A c t  o f  1974 g a v e  C o n g r e s s  a b e t t e r  o v e r a l l  g r i p  o n  t h e  f e d e r a l  

b u d g e t .  T h e  n e w  m a n a g e r i a l  t e c h n i q u e s  of P P B  a n d  ZBB, t h o u g h  o v e r r a t e d  

in  t h e  i n i t i a l  w a v e  o f  e n t h u s i a s m ,  s h o u l d  r e s u l t  in m o r e  rati on il and 

s y s t e m a t i c  a p p r o a c h e s  to p u b l i c  b u d g e t i n g  a n d  m a n a g e m e n t .  A  nui.ber of 

s t a t e s  h a v e  u n d e r t a k e n  c i v i’ s e r v i c e  r e f o r m s  s i m i l a r  to t h o s e  h o w  b e i n g  

c o n s i d e r e d  a t  t h e  f e d e r a l  level. A  f e d e r a l  a g e n c y  w i t h  the r a t h e r  c u r i­

o u s  t i t l e  o f  N a t i o n a l  -Center f o r  P r o d u c t i v i t y  a n d  Q u a l i t y  of W o r k i n g  

L i f e  h o l d s  s o m e  p r o m i s e  f o r  t h e  c o o r d i n a t i o n  a n d  s p r e a d  of m a n a g e m e n t  

i m p r o v e m e n t  e f f o r t s  a m o n z  s t a t e  a n d  l o c a l  g o v e r n m e n t s .

A c h i e v i n g b>. t t e r  d e s i gn of g o v e r n m e n t  pr o g r a m s  *__sp th?.t__they__acccunplisli 

t h e i r  s t a t e d  or  imp lie-; b j e c t l v e s  mqre-.ef.fectiyely, m a y  be  r e l a t i v e l y  

m o r e  o f  a p o l i t i c a l p r o b l e m  t h a n _  a__tethnical,prob 1 e m _ a t J t 'ug__stage_.of 
o u r  h i s t o r y . A t  a n y  rate, t h e  p a s t  d e c a d e  h a s  s e e n  i n t e n s e  s t u d y  of 

m e t h o d s  of i m p r o v i n g  p r o g r a m  d e s i g n  b o t h  o f  a n t i - p o v e r t y  a n d  of m a n y  

o t h e r  g o v e r n m e n t a l  p r o g r a m s ,  c r e a t i n g  a l a r g e  b a c k l o g  of p r o p o s a l s  not 

y e t  e n a c t e d  i nt o  l e g i s l a t i o n .  T h e  p o i n t  is p e r h a p s  i l l u s t r a t e d  b y  the 

d e c a d e - l o n g  s t r u g g l e  in the  C o n g r e s s  to a c h i e v e  c o m p r e h e n s i v e  r e f o r m  

of the  w e l f a r e  syste m.  In  th i s  a s  in o t h < r  a r e a s  of p ol ic y,  t h e r e  ar e 

p r o b l e m s  of a t t r a c t i n g  p u b l i c  a t t e n t i o n ,  f o r m i n g  e f f e c t i v e  p o l i t i c a l  

c o a l i t i o n s  to s u p p o r t  r e f o r m ,  c o m b a t i n g  p a r t i c u l a r i s t i c  i n t e r e s t  g r o u p  

p r e s s u r e s ,  a n d  e v i d e n t l y  a p r o b l e m  of a h e a v y  " w o r k l o a d "  in t h e  C o n g r e s s .

A d d i t i o n a l  e x a m p l e s  o f  g o v e r n m e n t a l  p r o g r a m s  t h a t  c o u l d  be d e s i g n e d  

m o r e  e f f e c t i v e l y ,  a n d  w i t h  c o s t  s a v i n g s ,  a r e  r e g u l a t o r y  a g e n c y  p o l i c i e s ,  

t h e  f e d e r a l  c i v i l i a n  a n d  m i l i t a r y  r e t i r e m e n t  s y s t e m ,  b e n e f i t - c o s t  e v a l­

u a t i o n  of wal ?r r e s o u r c e  p r o j e c t s ,  a n d  g r e a t e r  e m p l o y m e n t  of  w o m e n  in 

t h e  a r m e d  force s.

G r e a t e r  u s e  c o u l d  b e  m a d e  of  e f f i c i e n c y - b a s e d  p r i c i n g  a n d  i n c e n t i v e  

m e c h a n i s m s  in t h e  d e s i g n  o f  g o v e r n m e n t  p r o g r a m s . 21 S o m e  u s e f u l  i d ea s 

ha v e  e v e n  b e e n  d e v e l o p e d  a b o u t  h o w  to a t t a c k  t h e  s e e m i n g l y  i n e x o r a b l e  

ri3u in m e d i c a l  c o s t s . 22

T h e r e  is n o  a c c e p t e d  s c i e n t i f i c  c r i t e r i o n  o f  t a x  equi ty . N e v e r t h e l e s s ,  

r\any e c o n o m i s t s  h a v e  f o r  two d e c a d e s  s u p p o r t e d  a  c o m p r e h e n s i v e  r e f o r m  

a n d  s i m p l i f i c a t i o n  of t h e  f e d e r a l  i n c o m e  t a x  w h i c h  w o u l d  e l i m i n a t e  m a n y  

" t a x  e x p e n d i t u r e s "  a n d  l o w e r  the s t r u c t u r e  o f  ra te s ,  a n d  h a v e  p e r c e i v e d  

s u c h  a r e f o r m  as  an i m p r o v e m e n t  in b o t h  e q u i t y  a n d  e c o n o m -*. e f f i c i e n c y .



A t  t h e  s t a t e  level, i n c o m e - c o n d i t i o n e d  c i r c u i t - b r e a k e r  p r o p e r t y  t a x  

m e a s u r e s  s i m i l a r  to t h e  s y s t e m  a d o p t e d  in  O r e g o n  m i g h t  b e  c o n s i d e r e d  

m o r e  e q u i t a b l e  a l t e r n a t i v e s  to tT^e t y p e  of p r o p e r t y  t a x  r e d u c t i o n  p a s s e d  

in  C a l i f o r n i a .

I h a v e  t r i e d  to s h o w  t h e r e  is c o n s i d e r a b l e  p o t e n t i a l  fo r i m p r o v e m e n t  in 

p u b l i c  s e c t o r  p r o d u c t i v i t y ,  in t h e  d e s i g n  of g r v e m m e n t  p r o g r a m s ,  a n d  

i n  t he  e q u i t y  of o u r  t a x  s y s t e m .  T h e  p u b l i c  e c o n o m y  can b e  m a d e  to w o r k  

b e t t e r . 2 3  g y  c o n t r a s t  w i t h  t h e  d r a s t i c  s u r g e r y  of t h e  t a x  l i m i t a t i o n  

p r o p o s a l s ,  t h e s e  i m p r o v e m e n t s  r e q u i r e  a  l o n g e r  run, m o r e  p e r s i s t e n t  a n d  

m o r e  i n c r e m e n t a l  e f f o r t  o n  m a n y  fr o n t s .  Few  o f  t h e  s p e c i f i c  p o l i c y  s u g­

g e s t i o n s  m e n t i o n e d  a b o v e  p r o m i s e  d r a m a t i c  or e a r l y  g ai n s .  E v e n  so, t h e y  

a r e  in m y  o p i n i o n  m u c h  t h e  p r e f e r a b l e  a l t e r n a t i v e .

C o n c l u s i o n s

T h e  m a i n  p u r p o s e  of t hi s  p a p e r  has b e e n  to p r o v i d e  s o m e  f a c t u a l  b a c k­

g r o u n d  a n d  a n a l y s i s  of t r e n d s  in g o v e r n m e n t  s p e n d i n g  in t h e  U n i t e d  S t a t e s  

l u r i n g  t h e  p a s t  two to t h r e e  d e c a d e s ;  a n d  to e x a m i n e  b r i e f l y  s o m e  o f  t h e  

f o r c e s  t h a t  w i l l  i n f l u e n c e  t r e n d s  in g o v e r n m e n t  b u d g e t s  in t h e  n e x t  d e c­

a d e  or so. It is h o p e d  th i s  i n f o r m a t i o n  w i l l  b e  h e l p f u l  in e v a l u a t i n g  

t h e  p r o b a b l e  c o n s e q u e n c e s  of w i d e s p r e a d  a d o p t i o n  of t he  s e t  o f  f e d e r a l  

a n d  s t a t e  t a x  l i m i t a t i o n  a n d  t a x  r e d u c t i o n  m e a s u r e s  g e n e r a t e d  b y  t h e  

19 7 8  " t a x  r e v o l t . "

It is a c o n c l u s i o n  o f  t h e  p a p e r  tha t a d o p t i o n  of t h e s e  t a x  l i m i t a t i o n  

m e a s u r e s  w o u l d  r e q u i r e  m a j o r  s h i f t s  in e s t a b l i s h e d  n a t i o n a l  g o a l s ,  p r o b­

a b l y  i n c l u d i n g  a s u b s t a n t i a l l y  r e d u c e d  c o m m i t m e n t  to a n t i - p o v e r t y  p r o­

g r a m s  a n d  to p u b l i c  e d u c a t i o n .  A d d i t i o n a l  o b v i o u s  c o n s e q u e n c e s  w o u l d  

b e  d i m i n i s h e d  l o c a l  t a x  b a s e s ,  a n d  d i m i n i s h e d  l o c a l  a b i l t i t y  to f i n a n c e  

u r b a n  r e r v i c e s  in g e n e r a l .  ------

A s  a g e n e r a l  p o l i c y  a l t e r n a t i v e ,  it is s u g g e s t e d  th a t  m o r e  v i g o r o u s  

e f f o r t s  to i m p r o v e  s t a t e - l o c a l  go ve r n m r  '.t l a b o r  p r o d u c t i v i t y ,  a n d  to 

i m p r o v e  t h e  d e s i g n  of g o v e r n m e n t  p r o g r a m s  ( e s p e c i a l l y  at t h e  feripral 

l e v e l ) ,  a r e  a p r e f e r a b l e  w a y  to c o n s t r a i n  the g r o w t h  of g o v e r n m e n t  

b u d g e t s  in th e d e c a d e  ah e a d .  T h e  p o t e n t i a l  a l s o  s t i l l  e x i s t s  f o r  

i m p r o v e m e n t s  in t a x  e q u i t y  at th e f e d e r a l  an d s t a t e  level s.
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F o o t n o t e s

A n  a l t e r n a t i v e  m e a s u r e  o f  t h e  s i z e  o f  g o v e r n m e n t  i n  t h e  U n i t e d  

S t a t e s  is g o v e r n m e n t  p u r c h a s e s  o f  g o o d s  a n d  s e r v i c e s  as  a  p e r  c e n t  

of GN P .  T h i s  w a s  19 p e r  c° nt in 1 9 5 5  a n d  21 p e r  c e n t  in 1977, m e a n ­

ing t h a t  g o v e r n m e n t " c o m c a n d s "  a b o u t  o n e - f i f t h  o f  p r o d u c t i v e  o u t p u t  

in t h e  U. S .  e c o n o m y .  T h e  d i f f e r e n c e  b e t w e e n  t h e  21 p e r  c e n t  f i g u r e  

a n d  33 p e r  c e n t  is t r a n s f e r  p a y m t e t s ,  w h i c h  h a v e  r i s e n  s h a r p l y  in 

r e c e n t  d e c a d e s .

T h e  m a j o r  e x c e p t i o n  is  J a p a n ,  w h e r e  t a x e s  a r e  a b o u t  21 p e r  cent, of  

GNP. J a p c n  is t h e  o n l y  d e v e l o p e d  i n d u s t r i a l  c o u n t r y  w i t h  a n o n -  

W e s t e r n  s o c i a l  h i s t o r y .  A n  u n u s u a l  a m o u n t  of " s o c i a l  s e c u r i t y "  a n d  

s o c i a l  s e r v i c e s  a p p e a r  to be p r o v i d e d  b y  t h e  J a p a n e s e  b u s i n e s s  

s ec to r,  e s p e c i a l l y  l a r g e  business.. T h e  m a j o r  r e a s o n  f o r  l a r g e r  

p u b l i c  e x p e n d i t u r e s  a n d  t a x e s  in W e s t e r n  E u r o p e a n  c o u n t r i e s  t h a n  in 

the  U n i t e d  S t a t e s  a p p e a r s  to b e  t h e  p r o v i s i o n  o f  m o s t  h e a l t h  e x p e n d­

itures,  a n d  s o m e t i m e s  h o u s i n g ,  t h r o u g h  t h e  p u b l i c  r a t h e r  t h a n  t h e  

p r i v a t e  s e c t o r .

C h a r l e s  L. S c h u l t z e ,  " F e d e r a l  S p e n d i n g :  P a s t ,  P r e s e n t  a n d  Fu'.ure,"

c h a p t e r  8 of  H e n r y  O w e n  a n d  C h a r l e s  L. S c h u l t z e  (eds.), S e t t i n g  

N a t i o n a l  P r i o r i t i e s :  T h e  N e x t  T e n  Y e a r s  ( W a s h i n g t o n ,  D . C . :  T h e

B r o o k i n g s  I n s t i t u t i o n ,  1976), p. 331.

G o v e r n m e n t  i n f l u e n c e s  e c o n o m i c  a c t i v i t y  in the  U n i t e d  S t a t e s  t h r o u g h  

its r e g u l a t i o n  of t h e  p r i v a t e  s e c t o r  as w e l l  as t h r o u g h  s p e n d i n g  a nd  

t a xin g.  In r e c e n t  y e a r s  e c o n o m i s t s  a n d  o t h e r  s o c i a l  s c i e n t i s t s  h a v e  

c o n d u c t e d  a  s e a r c h i n g  c r i t i q u e  o f  g o v e r n m e n t  r e g u l a t o r y  p o l i c i e s  

( c f . , f o r  e x a m p l e ,  R e g u l a t i n g  B u s i n e s s :  T h e  S e a r c h  f or  an  O p t i m u m

[San F r a n c i s c o :  I n s t i t u t e  for C o n t e m p o r a r y  S t u d i e s ,  1978]).

M u r r a y  W e i d e n b a u m  o f  W a s h i n g t o n  U n i v e r s i t y  r e c e n t l y  e s t i m a t e d  t h a t  

g o v e r n m e n t  r e g u l a t i o n  i m p o s e s  c o s t s  of a l m o s t  $100 b i l l i o n  on t h e  

p r i v a t e  s e c t o r .  H o w e v e r ,  t h e  b u d g e t a r y  c o s t  jf all t h e  f e d e r a l  r e g u­

l a t o r y  a g e n c i e s  is o n l y  a b o u t  $3 b i l l i o n .  If. s h o u l d  b e  r e c o g n i z e d  

that m u c h  g o v e r n m e n t  r e g u l a t i o n  is d e s i g n e d  :o i n t e r n a l i z e  c o s t s  

( e n v i r o n m e n t a l ,  s a f e t y ,  d i s c r i m i n a t i o n ,  etc.) that w o u l d  o t h e r w i s e  

be i m p o s e d  by  p r i v a t e  f i r m s  jn e m p l o y e s ,  c o n s u m e r s ,  o r  the g e n e r a l  

publi c.

S c h u l t z e ,  " F e d e r a l  S p e n d i n g . "  S c h u l t z e ' s  a n a l y s i s  o f  t he i n c r e a s e  

in e x p e n d i t u r e s ,  1 95 5- 1 9 7 7 ,  is c a r r i e d  o n  in t er ms of " b a s e l i n e  

f e d e r a l  e x p e n d i t u r e s  as a p e r c e n t  of n o n - r ‘c e s s i o n  G N P , "  w h i c h  i n­

vo l v e s  s o m e  n o n m a j o r  a d j u s t m e n t s  to a c t u a l  e x p e n d i t u r e s  a n d  a c t u a l  

GNP  to c o m p e n s a t e  for  c h a n g i n g  u n e m p 1 ' m e n t  levels.



:S. J o s e p h  A. P e c h m a n ,  " T h e  B u d g e t  O u t l o o k , "  c h a p t e r  10 o f  J o s e p h  A. 

Pechma*. (ed.)> S e t t i n g  N a t i o n a l  P r i o r i t i e s :  T h e  1979 B u d g e t

( W a s h i n g t o n ,  D .C.: T h e  B r o o k i n g s  I n s t i t u t i o n ,  1978). F i n a n c i n g

of  n e w  p r o g r a m s  is p o s s i b l e  b y  1981, e v e n  w i t h  a d e c l i n i n g  r a t i o  

of  f e d e r a l  e x p e n d i t u r e s  to GNP, b e c a u s e  a g r o w i n g  e c o n o m y  y i e l d s  

a  h i g h e r  a b s o l u t e  l e v e l  o f  re a l  G N P  a n d  o f  t a x  r e v e n u e s — t h e  so 

* c a l l e d  " g r o w t h  d i v i d e n d . "

7. E m i l  M. S u n l e y ,  Jr., " S t a t e  a n d  L o c a l  G o v e r n m e n t s , "  c h a p t e r  9 o f  

O w e n  a n d  S c h u l t z e  (eds.), S e t t i n g  N a t i o n a l  P r i o r i t i e s  (1976); a n d  

a l s o  " G e n e r a l  R e v e n u e  S h a r i n g , "  c h a p t e r  6 o f  S e t t i n g  N a t i o n a l  
P r i o r i t i e s ;  T h e  1972 B u d g e t  ( W a s h i n g t o n ,  D .C.: T h e  B r o o k i n g s

I n s t i t u t i o n ,  1971), e s p e c i a l l y  pp. 136-43.

8 . W h i l e  s l o w e r  o v e r a l l  p o p u l a t i o n  g r o w t h ,  f e w e r  c h i l d r e n ,  a n d  l e s s  

c o n g e s t e d  p o p u l a t i o n  p a t t e r n s  a r e  f a c t o r s  f a v o r a b l e  to l o w e r  e x p e n d­

it u r e s  a n d  t a x  l e v e l s ,  t h e r e  is a  p a r t i a l l y  o f f s e t t i n g  i n f l u e n c e ;

S o m e  s m a l l e r  c o m m u n i t i e s  a r e  n o w  e x p e r i e n c i n g  e x c e p t i o n a l l y  h i g h  

g r o w t h  r a t e s ,  a n d  t h e i r  d e m a n d s  f o r  p u b l i c  s e r v i c e  e x p a n s i o n  w i l l  

t e n d  to I n c r e a s e  t h e i r  t a x  rates. R a p i d  p o p u l a t i o n  g r o w t h  t e n d s  to 

p j s h  u p  t a x  r a t e s  w h e r e v e r  it t a k e s  pl ac e .

9. T h e  1939 r a t i o  of  s t a t e - l o c a l  e m p l o y e  e a r n i n g s  to all w o r k e r s '  e a r n­

in g s  of 11.6 p e r  c e n t  c a n  p r o b a b l y  b e  c o n s i d e r e d  a n  a b n o r m a l i t y  o f  

t h e  G r e a t  D e p r e s s i o n .

10.- S u n l e y ,  " S t a t e  a n d  L o c a l  G o v e r n m e n t s , "  pp. 4 0 7 - 0 8 .
•

11. T a x  R e v i e w , X X X I X ,  No. 3 ( M a r c h  1978). S o m e  p a r t  of the s t a t e - l o c a l  

s u r p l u s e s  r e p r e s e n t  p u b l i c  e m p l o y e  p e n s i o n  funds. T h e  e n t i r e  $3 2 

b i l l i o n  s h o u l d  n o t  b e  c o n s i d e r e d  " a v a i l a b l e "  f o r  ta x r e d u c t i o n s .

12. F o j  a c o m p r e h e n s i v e  r e v i e w  a n d  e v a l u a t i o n  of  t h e  a n t i - p o v e r t y  p r o­

g r a m s  d e v e l o p e d  is t h e  p a s t  two d e c a d e s ,  s e e  R o b e r t  H. H a v e m a n  (ed.),

A  D e c a d e  o f  F e d e r a l  A n t i p o v e r t y  P r o g r a m s ;  A c h i e v e m e n t s ,  F a i l u r e s ,  

a n d  L e s s o n s  (New Y o r k ;  A c a d e m i c  Pre ss,  1977). S e e  a ls o  t h e  e n t i r e  

S p e c i a l  I s s u e  of  T h e  P u b l i c  I n t e r e s t  ( " T h e  G r e a t  So ci e t y ;  L e s s o n s  

f o r  t h e  F u t u r e " ) ,  No. 34, W i n t e r  1974.

13. T h e  g e n e r a l  g r o w t h  of the U.S. e c o n o m y  h a d  s o m e  i m p a c t  in r e d u c i r g

t h e  I n c i d e n c e  of  p o v e r t y  in t h e  1 9 6 0 * s, b u t  m u c h  less, a n d  at t i m e s  

a n e g a t i v e  e f f e c t ,  in t h e  ’•■'''ession-prone 1970's. £ £.  R o b e r t  D.

P l o t n i c k  a n d  F e l i c i t y  S k i d m o r e ,  P r o g r e s s  A g a i n s t  P o v e r t y ;  A  R e v i e w  

o f  t h e  1 9 6 4 - 1 9 7 4  D e c a d e  (New  Y o r k :  A c a d e m i c  P re s s ,  1975), c h a p t e r s

5 a n d  7.

14. S e e  for e x a m p l e ,  H a v e m a n ,  A  D e c a d e  of  A n t i p o v e r t y  P r o g r a m s , pp. 8- 1 1

a n d  G e o r g e  J. C a r c a g n o  a n d  W a l t e r  S. C o r s o n ,  " W e l f a r e  R e f o r m , "  

c h a p t e r  8 of T h e  1 97 8  B u dg et ; S e t t i n g  N a t i o n a l  Prio  i tl es  ( W a s h i n g t o n ,
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D.C.: T h e  B r o o k i n g s  I n s t i t u t i o n ,  1977), pp. 2 5 4 - 5 5 .  T h e  " o f f i c i a l "

S o c i a l  S e c u r i t y  A d m i n i s t r a t i o n  d e f i n i t i o n  of p o v e r t y  is a d m i t t e d l y  

s o m e w h a t  a r b i t r a r y ,  b u t  I k n o w  of n o  b e t t e r  index. A n y  d i s c u s s i o n  • 

of t h e  i n c i d e n c e  of p o v e r t y  s h o u l d  a l s o  k e e p  in m i n d  t h a t  t h e r e  is 

s u b s t a n t i a l  a n n u a l  t u r n o v e r  in th e p o p u l a t i o n  b e l o w  t h e  p o v e r t y  line, 

a s  t h e  f a m i l y  c i r c u m s t a n c e s  a n d  e m p l o y m e n t  s i t u a t i o n s  o f  f a m i l i e s  

c ha ng e.

15. F o r  e x a m p l e ,  K a r e n  D a v i s ,  " P o l i c y  D e v e l o p m e n t s  in H e a l t h  C a r e  f o r  

L o w - I n c o m e  F a n i l i e s ,  ' in H a v e m a n ,  A  D e c a d e  of A n t i p o v e r t y  P r o g r a m s , 

r e p o r t s  a s i g n i f i c a n t  ( t h o u g h  far f r o m  c o m p l e t e )  n a r r o w i n g  o f  t h e  

gap' d u r i n g  t h e  p a s t  d e c a d e  b e t w e e n  q u a l i t y  o f  h e a l t h  c a r e  r e c e i v e d  

b y  ihe  p o o r  a n d  t h e  a g e d  a n d  t h a t  r e c e i v e d  b y  h i g h e r - i n c o m e  p e r s o n s ,  

a n d  a n  i m p r o v e m e n t  in i n f a n t  m o r t a l i t y  r a t e s  a t t r i b u t a b l e  t o  p u b l i c  

p r o g r a m s .

16. P l o t n i c k  a n d  S k i d m o r e ,  P r o g r e s s  A g a i n s t  P o v e r t y , pp. 2 1 2 - 1 8 .

17. O t h e r  m e a s u r e s  of  t h e  i m p a c t  of t h e  f i s c a l  s y s t e m  o n  l o w - i n c o m e  

p e r s o n s  a r e  of  c o u r s e  p o s s i b l e .  It is i m p o r t a n t  to  b e  p r e c i s e  a b o u t  

t h e  q u e s t i o n  y o u  a r e  a s k i n g .  F e l i c i t y  S k i d m o r e ,  in P r o g r e s s  A g a i n s t  

P o v e r t y , e s t i m a t e s  t h a t  f e d e r a l ,  s t a t e  a n d  l o c a l  p r o g r a m s  in 1972 

y i e l d e d  a l m o s t  $7 9 b i l l i o n  i n  b e n e f i t s  to t h e  " p r e - t r a n s f e r  p o o r , "  

t h a t  is, to p e r s o n s  w h o  w o u l d  h a v e  b e e n  b e l o w  t h e  p o v e r t y  l i n e  e x c e p t  

f o r  t r a n s f e r  p a y m e n t s .  T h a t  e s t i m a t e ,  h o w e v e r ,  i n c l u d e s  a b o u t  $30  

b i l l i o n  In s o c i a l  s e c u r i t y  a n d  p u b l i c  e m p l o y e  r e t i r e m e n t  b e n e f i t s ,  

a n d  t h e  c o s t  of a l l  p u b l i c  e d u c a t i o n  p r o v i d e d  c h i l d r e n  f r o m  p o o r  

f a m i l i e s  ($9 b i l l i o n ) .  F o r  r e a s o n s  s t a t e d  i n  the  t e x t ,  I t h i n k  m y  

c a l c u l a t i o n  is t h e  a p p r o p r i a t e  o n e  in t h e  c o n t e x t  o f  t h e  p r e s e n t  

p ap e r .  In a  s l i g h t l "  d i f f e r e n t  c o n t e x t ,  M u s g r a v e  a n d  M u s g r a v e  c a l­

c u l a t e d  (for 1968) t h a t  f a m i l i e s  w i t h  i n c o m e s  u n d e r  $ 4 , 0 0 0  p a i d

2 8 . 5  p e r  c e n t  of t h e i r  i n c o m e  in t a x e s ,  but r e c e i v e d  b e n e f i t s  f r o m  

g o v e r n m e n t  s e r v i c e s  e x c e e d i n g  100 p e r  cent  of  t h e i r  p r e - t a x  a n d  

t r a n s f e r  i n c o m e  (P u b l i c  F i n a n c e  in T h e o r y  a n d  P r a c t i c e  [ M c G r a w - H i l l ,  

s e c o n d  e d i t i o n ,  1976], c h a p t e r  16).

18. In m y  p e r c e p t i o n ,  t h e  O r e g o n  an d C a l i f o r n i a  t a x  l i m i t a t i o n  m e a s u r e s  

a r e  l a c k i n g  in m e c h a n i s m s  fo r a c h i e v i n g  an y of tl.A^e o b j e c t i v e s ,  

a n d  in a d d i t i o n  r e s t r i c t  v o t e r  c h o i c e  at the l o c a l  l e v e l .  F o r  an 

e v a l u a t i o n  o f  t a x  l i m i t a t i o n  m e a s u r e s  o n  e c o n o m i c  e f f i c i e n c y  g r o u n d s  

se e H e l e n  F. L a d d ,  "An E c o n o m i c  E v a l u a t i o n  o f  S t a t e  L i m i t a t i o n s  o n  

L o c a l  T a x i n g  a n d  S p e n d i n g  P o w e r s , "  N a t i o n a l  T a x  J o u r n a l , X X X I ,  No. 1, 

larch 1978, pp. 1-18.

19. G e o g r a p h i c  d i v e r s i t y  n o t w i t h s t a n d i n g ,  t h e  p o t e n t i a l  f o r  p r o d u c t i v i t y  

i m p r o v e m e n t  is g r e a t e r  in s t a t e  a n d  l o c a l  g o v e r n m e n t  w r t h  i t s  12 
m i l l i o n  w o r k e r s  t h a n  in the f e d e r a l  g o v e r n m e n t  w i t h  l e s s  t h a n  3 m i l ­

lion. In addition,, a s t u d y  b y  the  C o m m i t t e e  fo r E c o n o m i c  D e v e l  p -  

m e n t  e s t i m a t e s  that: l a b o r  p r o d u c t i v i t y  in t h e  f e d e r a l  g o v e r n m e n t  

r c s e  o v e r  t h e  p a s t  t w e n t y  yea rs,  w h i l e  p r o b a b l y  d e c l i n i n g  in the
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.s t a t e - l o c a l  s e ct or . T h e  s t u d y  r e c o m m e n d s  f e d e r a l  t e c h n i c a l  a s s i s t­

an c e  to  t h e  s t a t e - l o c a l  s e c t o r  in i m p r o v i n g  its m a n a g e m e n t  m e t h o d s ,  

as w e l l  a s  t e c h n i c a l  a s s i s t a n c e  f r o m  l o c a l  b u s i n e s s  c o m m u n i t i e s  

( C o m m i t t e e  fo r E c o n o m i c  d e v e l o p m e n t ,  I m p r o v i n g  P r o d u c t i v i t y  in S t a t e  

a n d  L o c a l  G o v e r n m e n t , 1976, pp. 38 a n d  75-7 6) . It s h o u l d  p e r h a p s  

o c c a s i o n  n o  s u r p r i s e  th a t  a s e c t o r  w h i c h  h a s  e x p e r i e n c e d  v e r y  r a p i d  

i n c r e a s e s  in e m p l o y m e n t  s h o u l d  h a v e  g r e a t e r  p r o b l e m s  w i t h  p r o d u c t i v­

ity t h a n  a  s e c t o r  w i t h  m o r e  s t a b l e  e m p l o y m e n t ,  t h o u g h  t h i s  m a y  n o t  

be  t h e  p o p u l a r  v i e w  o f  w h e r e  the g r e a t e s t  ' b u r e a u c r a t i c  f a t "  is to 

b e  found. H o w e v e r ,  s i n c e  m o s t  n e w  s o c i a l  p r o g r a m s  h a v e  b e e n  d e s i g n e d  

at t h e  f e d e r a l  l e v e l ,  th e o p p o r t u n i t i e s  f o r  i n c r e a s e d  e f f i c i e n c y  in 

p r o g r a m  d e s i g n , as c o n t r a s t e d  w i t h  d a y - t o - d a y  m a n a g e m e n t  o p e r a t i o n s ,  

a r e  p r o b a b l y  g r e a t e r  at t h e  f e d e r a l  level.

20. T he a r g u m e n t  a l s o  i m p l i e s  a j u d g m e n t :  n o t  m e r e l y  t hat 2 0  p e r  c ent

" w a s t e "  o r  s l a c k  e x i s t s  in the  p u b l i c  s e c t o r ,  b u t  t h a t  the’ to p  b u r e a u­

cr a t i c  m a n a g e r s  (1) k n o w  e x a c t l y  w h e r e  the " w a s t e "  is a n d  (2 ) h a v e  

i g n o r e d  It u n t i l  c o m p e l l e d  to e l i m i n a t e  it b y  a r e d u c t i o n  i n  funds. 

This s u p p o s e s  a  d e g r e e  of b u r e a u c r a t i c  k n a v e r y  that, at l e a s t  as  a 

g e n e r a l  rule, s t r a i n s  c r e d i b i l i t y !

21. T h i s  is a p o i n t  s t r e s s e d  r e p e a t e d l y  b y  " c o n s e r v a t i v e "  a n d  " l i b e r a l "  

e c o n o m i s t s  a l i k e . d u r i n g  t h e  pas t d e c a d e  of p u b l i c  p o l i c y  c r i t i q u e s .

To q u o t e  R o b e r t  H. H a v e m a n :

T h e  . . . s t r a t e g y  of s e e k i n g  to a c c o m p l i s h  e q u i t y  

g o a l s  i n d i r e c t l y  t h r o u g h  i n e f f i c i e n t  s u b s i d y  a n d  

r u l e m a k i n g  m e a s u r e s  has  c o n t r i b u t e d  to th e p r o­

l i f e r a t i o n  o f  i n e f f e c t i v e  p o l i c y  a n d  to a g r o w i n g  

ske! i s m  t o w a r d  g o v e r n m e n t  . . . .  In t r a n s p o r t a­

ti o n  p o l i c y ,  a i r  a n d  w a t e r  p o l l u t i o n  c o n t r o l  

p o l i c y ,  e n e r g y  p o li cy , h i g h e r  e d u c a t i o n  p o l i c y ,  

a n d  n a t u r a l  r e s o u r c e s  policy, to m e n t i o n  o n l y  

t he  p r i m a r y  ca se s,  i n e f f e c t i v e  s t r a t e g i e s  i n v o l v­

ing p u b l i c  r u l e m a k i n g  or  p u b l i c  s u b s i d i e s  h a v e  

d o m i n a t e d  e f f i c i e n c y - b a s e d  m e a s u r e s  o f t e n  i n v o l v­

ing t h e  u s e  of p u b l i c l y  set fees a n d  c h a r g e s .

R e j e c t i o n  of  s u c h  e f f i c i e n c y - b a s c d  s t r a t e g i e s  Is 

o f t e n  b a s e d  in par t on their p r e s u m e d ,  t h o u g h  

o f t e n  i n s u b s t a n t i a l ,  a d v e r s e  e f f e c t  o n  the poor.

(A  D e c a d e  o f  F e d e r a l  A n t i p o v e r t y  P r o g r a m s , p. L3.)

Mnn> e x a m p l e s  c o u l d  b e  c i t e d  of c a s e s  w h e r e  t h e  d o m i n a t i o n  of 

" e f f i c i e n c y - b a s n d "  b y  " e q u i t y "  s t r a t e g i e s  c a u s e s  u p w a r d  p r e s s u r e  

o n  g o v e r n m e n t  b u d g e t s .  If in c r e a s e s  in t h e  m i n i m u m  w a g e  w e r e  h el d  

b a c k  for y o u n g e r  w o r k e r s ,  le s s  pub li c f u n d s  m i g h t  n e e d  to b e  spent 

o n  d i r e c t  J o b  c r e a t i o n  e f f o r t s .  The c o m p l e x  s y s t e m  of p r i c e  c o n­

tro l s  o n  s o m e  e n e r g y  p r o d u c t s  m a y  res ul t in the g o v e r n m e n t  h a v i n g  

to I n c l u d e  in its e n e r g y  r e s e a r c h  an d d e v e l o p m e n t  b u d g e t  f u n d s  that 

w o u l d  o t h e r w i s e  b e  e x p e n d e d  on r e s e a r c h  in t h e  p r i v a t e  sect or.
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A  p o l i c y  o f  " l o w  t u i t i o n  for  a l l , "  w i t h  n o  i n c o m e  test, r e q u i r e s  

l a r g e r  g o v e r n m e n t  b u d g e t s  f or h i g h e r  e d u c a t i o n .  Rut  t h a r e  is a- 

p o l i c y  d i l e m m a  h er e,  too, s i n c e  m a n y  " e f f i c i e n c y - b a s e d  s t r a t e g i e s "  

m a y  b e  n o  m o r e  p o l i t i c a l l y  p i p u l a r  t h a n  h i g h  taxes!

22. F o r  e x a m p l e  i n  L o u i s e  R u s s e l l ,  " M e d i c a l  C a r e  C o s t s , "  c h a p t e r  6 of 

C a r c a g n o  a n d  C o r s o n ,  T h e  1978 3 u d g e t .

23. T h i s  is of c o u r s e  a n  o p t i m i s t i c  view. I h a v e  to r e c o g n i z e  that 

s o m e  a c a d e m i c  a n d  o t h e r  w r i t e r s  h a v e  c o m e  to b e l i e v e  in r e c e n t  

y e a r s  t h a t  " p u b l i c  s e c t o r  f a i l u r e "  is s u c h  a p e r v a s i v e  a n d  e n d e m i c

h e n o m e n o n  in W e s t e r n  s o c i e t i e s  that a v e r y  d r a s t i c  c u r t a i l m e n t  in 

g o v e r n m e n t a l  prcf r a m s  a n d  o b j e c t i v e s  is n o w  c a l l e d  for. But I 

r e t a i n  t h e  v i e w  that W e s t e r n  s o c i e t i e s ,  t h r o u g h  g o v e r n m e n t ,  h a v e  

b e e n  t r y i n g  to do e s s e n t i a l l y  t h e  r i g h t  th in g s  in r e c e n t  decade:;., 

e v e n  t h o u g h  w i t h  l e s s  t h a n  o p t i m a l  e f f i c i e n c y .
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D R A F *  f o r  d i s t r i b u t i o n  to a m e e t i n g  at T h e  C e n t e r  fo r the  

S t u d y  of  D e m o c r a t i c  I n s t i t u t i o n s  o n  A u g u s t  24, 19 7 8

T A X  L I M I T A T I O N :  P R O P O S I T I O N  13

A N D  ITS ALT! .^NATIVES

b y  M a s o n  G a f f n e y

W h a t  is t h e  " m e s s a g e  of  Prop. 13? "  E v e r y o n e  is i n v o k i n g  it t h i s  s u m m e r  

to fill his sails, b u t  w h a t  w a s  r e a l l y  b l o w i n g  in t h e  w i n d ?

H o w a r d  J a r v i s  h a d  b e e n  f i g h t i n g  p r o p e r t y  t a x a t i o n  f o r  a  s c o r e  o f  y e a r s  

w i t h  m i n i m a l  s u c c e s s .  P h i l i p  W a t s o n ,  u n t i l  r e c e n t l y  more, p r o m i n e n t ,  led two 

p r o p e r t y  ta x l i m i t a t i o n  i n i t i a t i v e s  to defe at . A l l  t h e s e  p r i o r  e f f o r t s  w e r e  

t a x  shift s, n o t  t a x  l i m i t a t i o n s .  Prop. 13 a n s w e r s  the s a m e  d e s c r i p t i o n  in fact 

b e c a u s e ,  a l t h o u g h  it l i m i t s  p r o p e r t y  t ax es  s e v e r e l y ,  it p l a c e s  o n l y  f r a i l  an d 

s p e c i o u s  l i m i t a t i o n s  o n  s t a t e  s a l e s  an d e s p e c i a l l y  i n c o m e  taxes. C a l i f o r n i a ' s  

g r a d u a t e d  i n c o m e  t a x  r a t e  s t r u c t u r e  is n o t  i n d e x e d  so t h a t  it a u t o m a t i c a l l y  

t a k e s  a  b i g g e r  s h a r e  e a c h  y e a r  w i t h  in fl a t i o n .  But, t h o s e  a r e  o n l y  facts, 

a n d  this is C a l i f o r n i a .  T h e  i m a g e  of Prop. 13 w as that :f o v e r a l l  tax l i m i t a­

tion, a n d  t h e r e  m a y  l i e  t he  difference..

T h i s  t im e  a r o u n d  H o w a r d  J a r v i s  a l l i e d  w i t h  a b a n d  of  i d e o l o g u e s ,  r e p r e s e n t e d  

b y  P a u l  Cann, w h o  f a v o r  o v e r a l l  t a x  l i m i t a t i o n .  H e  s e e m s  to h a v e  t a k e n  t h e m  

int o  camp. P r o f e s s o r  A r t h u r  L a f f e r  s u p p o r t e d  Prop. i3 w i t h  t h e s e  w o r d s ,  "I 

fee l  e q u i v a l e n t  r e d u c t i o n s  in  e i t h e r  i n c o m e  o r  s a l e s  t ax es  w o u l d  b e  m a r k e d l y  

p r e f e r a b l e . "  " . . . A n  o p t i m a l  t a x  s t r u c t u r e  fo r C a l i f o r n i a  s h o u l d  m o s t  l i k e l y  

in^ jde h i g h e r  t axes o n  p r o p e r t y  t ha n  o n  i n c o m e  or sales. T o  me, the n e e d  for 

i n c o m e  an d s a l e s  t a x  r e l i e f  is of h i g h e r  e c o n o m i c  p r i o r i t y  t h a n  p r o p e r t y  tax 

r e l i e f . "  (Source: " R e v i t a l i z i n g  C a l i f o r n i a ' s  E c o n o m y . "  P a i d  for b y  the

U n i t e d  O r g a n i z a t i o n  of T a x p a y e r s  Inc., 6 43 1  W e s t  5t h S t r e e t ,  L o s  A n g e l e s ,  

C a l i f o r n i a  90 0 4 8 ,  H o w a r d  J a r v i s ,  S t a t e  C h a i r m a n )  M i l t o n  F r i e d m a n ,  e d i t o r i a l i z i n g  

in N e w s w e e k , said, " T h e  p r o p e r t y  t a x  is far f r o m  the w o r s t  t a x . "



H o w a r d  J a r v i s  h i m s e l f  i n  h i s  m a n y  p u b l i c  s t a t e m e n t s  c o n s p i c u o u s l y  a v o i d e d  

m u c h  d i s c u s s i n g  P r o p .  13 i t s e l f .  H i s  p r i m a r y  a t t a c k  w a s  a g a i n s t  w a s t e  in 

g o v e r n m e n t .  H e  a t t a c k e d  s y m b o l i c  a n d  p e r h a p s  m y t h i c a l  w a s t e :  l o n g  b l a c k

l i m o u s i n e s ,  C o n g r e s s m a n ' s  s a l a r i e s ,  t e a c h e r s '  m e e t i n g s  a n d  c o f f e e  b r e a k s .  I 

n e v e r  h e a r d  M m  c r i t i c i z e  a n y  s p e c i f i c  p r o g r a m  ( e x c e p t  t h e  r a c i a l l y  s y m b o l i c  

i s s u e s  of b u s i n g  a n d  a b o r t i o n ) . T h u s  h e  m a n a g e d  to w o r k  t h e  a c t  of  t h e  l e g e n d a r y  

c o n g r e s s m a n  w h o  s t a y e d  i n  o f f i c e  f o r  t w e n t y - f i v e  y e a r s  b y  n e v e r  v o t i n g  i n  f a v o r  

of  a ta x b i l l ,  o r  a g a i n s t  a n y  a p p r o p r i a t i o n .

In t h i s  h e  w a s  a i d e d ,  o f  c o u r s e ,  b y  the  e n o r m o u s  S t a t e  s u r p l u s  w h i c h  t h e  

G o v e r n o r  h a d  u n w i s e l y  a c c u m u l a t e d  a n d ,  f o r  h i s  o w n  r e a s o n s  c o n c e a l e d ;  b u t  w h i c h  

Mr. J a r v i s j  to h i s  c r e d i t ,  d i v i n e d .  T h i s  l e t  J a r v i s  p l a y  S a n t a  C l a u s ,  p r o m i s i n g  

the v o t e r s  a  f r e e  l u n c h :  r e d u c e d  t a x e s  v i t h o u t  r e d u c e d  s e r v i c e s .  N e w  Y o r k

C i t y  p o l i t i c i a n s  h a d  d o n e  the s a m e  t h i n g  b y  g o i n g  i n t o  d e b t ,  a n d  t h e  l o g i c a l  

d i f f e r e n c e  b e t w e e n  g o i n g  in t o  d e b t  a n d  u s i n g  m p  a  s u r p l u s  is n o t  m a t h e m a t i c a l l y  

v e r y  s i g n i f i c a n t .  S t i l l ,  it w a s  e n o u g h  to w i n  the b a c k i n g  o f  m a n y  g o o d  C h i c a g o  

S c h o o l  e c o n o m i s t s  w h o s e  s h i b b o l e t h  is T A N S T A A F L  ( T h e r e  a i n ' t  n o  s u c h  u h i n g  as  

a f r e e  l u n c h ) .  T h a t  is w h y  t h e  " m e s s a g e  of  P r o p .  1 3 "  is so d i f f e r e n t  f r o m  t h e  

text, so c o n f u s e d  a n d  a m b i g u o u s .  P r o p .  13 w a s  s o l d  b y  t a l k i n g  a b o u t  o t h e r  

i s s u e s  a n d  m a k i n g  p r o m i s e s  t h a t  h a v e  n o t  o r  w o n ' t  o r  c a n ' t  c o m e  t rue. H e r e  

is a s h o r t  l i s t  o f  Mr. J a r v i s '  f i r m  a f f i r m a t i o n s .

- P u b l i c  S c h o o l s  h a v e  the f i r s t  c a l l  o n  S t a t e  r e v e n u e s .  It t u r n e d  o u t  to 

b e  t h e  p o l i c e  a n d  f i r e  d e p a r t m e n t s .

-  R e d u c e d  t a x e s  w o u l d  b e  p a s s e d  t h r o u g h  i n  l o w e r  rents. It is to l a u g h  —  

i.t h u r t s  too m u c h  to cry.

- B u i l d i n g  a n d  b u s i n e s s  w o u l d  b o o m .  T h i s  b e l i e f  s e e m s  to h a v e  o v e r s t a t e d  

the l e v e l  of p r o p e r t y  c a x  r a t e s  in the S t a t e  a n d  a l s o  to i g n o r e  t h e  e x i s t e n c e  

of  s e v e r a l  p u b l i c  s e r v i c e  b o t t l e n e c k s  as, f o r  e x a m p l e ,  s e w e r  c a p a c i t y .  It 

i g n o r e d  t h e  i m p a c t  o f  r e d u c e d  p r o p e r t y  t a x  r e v e n u e s  o n  t h e  e x c l u s i o n a r y  m o t i v e s  

of  l o c a l  z o n i n g  b o a r d s .

- H o u s i n g  w a s  to b e c o m e  c h e a p e r .
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- E v e r y t h i n g  w a s  to b e c o m e  c h e a p e r  b e c a u s e  p r o p e r t y  t a x e s  w e r e  b e l i e v e d  to 

be b o r n e  1 0 0 %  b y  c o n s u m e r s .  "N o t  o n e  n i c k e l , "  said Mr. J a r v i s ,  "is  p a i d  b y  the 

o w n e r  o f  b u s i n e s s  p r o p e r t y . "

-  H o w a r d  J a r v i s  w o u l d  b e g i n  a n e w  i n i t i a t i v e  a g a i n s t  s a l e s  a n d  i n c o m e  

t a x ati on . N o w  h e  is g o i n g  n a t i o n a l  i n s t e a d  w h i l e  P a u l  G a n n  c a r r i e s  t hi s  b u r d e n .  

His n a t i o n a l  c r u s a d e  is a g a i n s t  c a p i t a l  g a i n s  t a x e s , a n d  p r o p e r t y  t a x e s  i n  o t h e r  

states.

-  T h e  p o w e r  of S t a t e  p o l i t i c i a n s  and  b u r e a u c r a t s  w o u l d  b e  r e d u c e d .  In 

fact, of c o u r s e ,  it is i n c r e a s e d  b e c a u s e  o f  i n c r e a s e d  S t a t e  s u b v e n t i o n s  to 

l o c a l  g o v e r n m e n t  w i t h  m a n y  s t r i n g s  a t t a c h e d .

- P e o p l e  w h o  b o u g h t  r e a l  e s t a t e  b e t w e e n  1 9 7 5 - 1 9 7 6  a n d  1 9 7 8 - 1 9 7 9  w o u l d  h a v e  

t h e i r  a s s e s s m e n t s  r o l l e d  b a c k  to 1 9 7 5 - 1 9 7 6 .

- It w o u l d  n o t  b e  a ta x s h i f t  b u t  a t a x  r e d u c t i o n .  I n  f a c t ,  t h e  u n i n d e x e d  

i n c o m e  t a x  k e e p s  r i s i n g  a u t o m a t i c a l l y  w i t h  i n f l a t i o n  w i t h  n o  l e g i s l a t i o n  r e q u i r e d  

In a d d i t i o n ,  t h e r e  h a s  b e e n  a l a r g e  i n c r e a s e  in m u n i c i p a l  s e r v i c e  c h a r g e s .

I c o n c l u d e  f r o m  a l l  this that s h i f t i n g  t h e  tax b u r d e n . f r o m  p r o p e r t y  to 

o t h e r  ta x b e s e s  is no t b y  i t s e l f  a v i a b l e  issue. It h a s  a  d e f i n i t e  c o n s t i t u e n c y ,  

of w h o m  P r o f e s s o r  Ne.il J a c o b y  seenrj to b e  a type, bu t in o r d e r  to go o v e r  the 

top it h a d  to b e  d i l u t e d  a n d  d i s g u i s e d .  P h i l i p  W a t s o n ,  w h o  l o s t  w h e n  h e  d i d  n o t  

d i s g u i s e  thi s p r o p o s a l ,  c a l l s  H o w a r d  Jarvis a " d e m a g o g u e . "  It s e e m s  to b e  a 

t r i b u t e  f r o m  the  p u r i s t  w h o  l o s t  to the o p p o r t u n i s t  w h o  w on.

L o o k i n g  at the w h o l e  n a t i o n ,  t h e  C a l i f o r n i a  p h e n o m e n o n  h a s  b e e n  s e r i o u s l y  

o v e r p u b l i c i z e d ,  p a r t l y  b e c a u s e  it is C a l i f o r n i a  and p a r t l y  b e c a u s e  H o w a r d  J a r v i s  

is t y p o - g e n i c ,  l ik e  H u e y  Long. But, in o t h e r  s t a t e s  w e  s e e  m o r e  b a l a n c e d  tax 

l i m i t a t i o n  p r o p o s a l s  and  l e g i s l a t i o n ,  as in T e n n e s s e e  an d C o l o r a d o  w h o s e  s p e n d i n g  

l i m i t a t i o n s  a r e  by n o  m e a n s  r i f l e d  a g a i n s t  the p r o p e r t y  tax  o r  a g a i n s t  l o c a l  

g o v e r n m e n t .  A n o t h e r  s p e c i a l  f a c t o r  in C a l i f o r n i a  Ls the h i g h  p e r c e n t a g e  of 

r e t i r e e s .  Yet. even Fl or i d a ,  a n o t h e r  h a v e n  o f  g e r i a t r i c  g h e t t o s ,  h a s  not thus 

far, l i n e d  up  the J a r v i s  camp.

O n e  t h e o r y  is that C a l i f o r n i a ' s  l e g i s l a t u r e  w a s  d e r e l i c t  in f a i l i n g  to 

p r o v i d e  t i m e l y  a nd  a d e q u a t e  p r o p e r t y  tax r e l i e f  a l o n g  m o r e  s e l e c t i v e  and



d e f e n s i b l e  lines- T h a t  m a y  be, b u t  let: us s>.rvey Che a d j u s t m e n t s  t h a t  

C a l i f o r n i a  h a d  a l r e a d y  m a d e .

I
a. C a l i f o r n i a  h a d  i n c r e a s e d  o t h e r  t a x e s  a g r e a t  d e a l ,  n o t a b l y  t h e  

g r a d u a t e d  i n c o m e  tax. I n  t h e  l a s t  8 y e a r s  t h e  p e r c e n t a g e  o f  s t a t e  a n d  l o c a l  

r e v e n u e s  s e c u r e d  f r o m  t a x e s  o n  p r o p e r t y  h a d  d r o p p e d  f r o m  3 8 %  d o w n  to 34%. If 

w e  go f a r t h e r  b a c k  th i s  m e r e l y  c o n t i n u e d  w h a t  h a s  b e e n  a  s e c u l a r  t r e n d  d a t i n g  

f r o m  t h e  n i n e t e e n t h  c e n t u r y  w h e n  p r o p e r t y  t a x e s  c o m p r i s e d  s o m e  9 0 %  o f  the 

total. F u r t h e r m o r e ,  t h e r e  is n o  a p r i o r i  r e a s o n  w h y  p r o p e r t y  t a x  " r e l i e f” 

s h o u l d  b e  w e l c o m e  w h e n  the p r i c e  h a s  to b e  i n c o m e  t a x  a g g r a v a t i o n .

b. T h e  p r o p e r t y  t a x  r a t e  i n  C a l i f o r n i a  is o n l y  m o d e r a t e  b y  n a t i o n a l  

s t a n d a r d s .  It s t a n d s  a t  a r o u n d  2%, g i v e  o r  ta k e  s o m e  m a r g i n  o f  e r r o r .  T h a t  

is b e l o w  M a s s a c h u s e t t s  an d N e w  J e r s e y  a n d  W i s c o n s i n  f o r  e x a m p l e .  It is h i g h e r  

th a n  A l a b a m a  a n d  G e o r g i a .  It is p r e t t y  c l o s e  to th e n a t i o n a l  m e a n .  But, 2%

is s i m p l y  t h e  o f f i c i a l  s t a t i s t i c .  M y  p e r s o n a l  o b s e r v a t i o n  as a  b u y e r  of i n c o m e  

p r o p e r t i e s  i n  a n d  a r o u n d  R i v e r s i d e ,  C a l i f o r n i a ,  is t h a t  t h e  a c t u a l  * a t e  is 

n e a r e r  1%. O n l y  i n  s o m e  a r e a s  h a s  t h e  a s s e s s o r  b r o u g h t  v a l u e s  u p - t o - d a t e .

M o s t  r e a l  e s t a t e  ha s b e e n  u n r e a s s e s s e d  in  t h i s  r i s i n g  m a r k e t  a n d ,  t h e r e f o r e ,  

t a x e d  a t  s u o s t a n t i a l l y  l e s s  t h a n  2%  o f  c u r r e n t  m a r k e t  v a l u e .

c. T h e  R e a g a n - M o r e t t i  b i l l  p l a c e d  a 6% a n n u a l  l i m i t a t i o n  o n  i n c r e a s e s  of 

s c h o o l  l e v ie s.

d. T h e  p r o p e r t y  ta x r a t e  is v i r t u a l l y  f r o z e n  f o r  n o s e s  o t h e r  t h a n  

s c h o o l s  ( a l t h o u g h  a s s e s s e d  v a l u e s  a r e  n o t ) .

e. A  t w o - t h i r d s  m a j o r i t y  is r e q u i r e d  to a p p r o v e  g e n e r a l  o b l i g a t i o n  b o n d s .

f. T h e r e  is a n  o w n e r  e x t n p t i o n  o f  $ 7 , 0 0 0 . 0 0  o n  t h e  m a r k e t  v a l u e  o f  h o m e­

ste a d s .

g. T h e r e  is a c i r c u i t  b r e a k e r  for  o l d  f o l k s  o v e r  62.
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h. T h e r e  is a d e f e r m e n t  o p t i o n  for t h e  e l d e r l y ,  b e a r i n g  o n l y  7 %  i nte r e s t  

( w h i c h  is a b o u t  the a n n u a l  r a t e  of i n f l a t i o n ) . In C a l i f o r n i a ,  a s  a l s o  in 

O r e g o n  a n d  B r i t i s h  C o l u m b i a ,  h a r d l y  a ny o n e  t a k e s  a d v a n t a g e  of th i s  d e f e r m e n t  

o p t i o n .  T h i s  fact, it s e e m s  to me, rat he r c a l l s  the b l u f f  of t h o s e  w h o  so 

f r e e l y  a l l e g e  t ha t  t h e  w o o d s  a r e  full of w i d o w s  w i t h  i n s o l u b l e  c a s h  flow 

p r o b l e m s  w h o  a r e  l o s i n g  t h e i r  h o u s e s  to t h e  s h e r i f f  a n d  w h o s e  h e i r s  p r e s u m p t i v e  

w i l l  n o t  h e l p  k e e p  t h e  p r o p e r t y  w h i c h  they a r e  to in herit.

i. T h e r e  a r e  s e v e r a l  la w s  g r a n t i n g  p r e f e r e n t i a l  a s s e s s m e n t  to a l l e g e d  

f a r m l a n d ,  t i m b e r  land, g o l f  co ur se s,  and so on.

j . P e r s o n a l  p r o p e r t y  is h a l f  exempt a n d  w a s  s c h e d u l e d  to b e c o m e  c o m p l e t e l y  

so, s u b j e c t  to t h e  d e f e a t  o f  Prop. 13.

A l o n g  the l i n e  o f  m o d e r n  a m e n d m e n t s  to the p r o p e r t y  tax, a b o u t  a l l  that 

C a l i f o r n i a  l a c k e d  w a s  a c i r c u i t  b r e a k e r  for t h o s e  u n d e r  62. O n e  c o u l d  a r g u e  

the p o s i t i o n ,  as the C a l i f o r n i a  T a x  Re f o r m  A s s o c i a t i o n  does, that a g e n e r a l  

c i r c u i t  b r e a k e r  w o u l d  h a v e  m a d e  all the d i f f e r e n c e .  But, o n e  c o u l d  e q u a l l y  

a r g u e  that t h er e w e r e  a l r e a d y  too m a n y  l o o p h o l e s  and p r e f e r e n c e s  so that h o m e­

o w n e r s  w e r e  r e b e l l i n g  a g a i n s t  p a y i n g  the f r e i g h t  for t i m b e r  o w n e r s ,  farmers, 

land s p e c u l a t o r s ,  the I r v i n e  Esta te , l e s s e e s  on f e d e r a l  la nd s, a n d  m a n y  others.

In s p i t e  of C a l i f o r n i a ' s  m o d e r a t e  p r o p e r t y  ta x rate, the s h a r e  of  C a l i f o r n i a  

r e v e n u e s  f r o m  p r o p e r t y  is a b o v e  the n a t i o n a l  a v e r a g e s .  W h a t  a c c o u n t s  for this 

a n o m a l v 0 It is that the v a l u e  o f  p r o p e r t y  p e r  c a p i t a  in C a l i f o r n i a  is w a y  a b o v e  

the n a t i o n a l  a ver ag e.  T h e  h i g h  p r i c e  of C a l i f o r n i a  r e s i d e n c e s  is w e l l  k n o w n  

and, o f  cour se , its c u r r e n t  s k y r o c k e t i n g  i n c r e a s e  is a m o d e r n  l e g end . But, 

o w n e r - o c c u p i e d  h o m e s  c o n s t i t u t e  onl y  about o n e - t h i r d  o f  the p r o p e r t y  tax ba s e  

in C a l i f o r n i a .  On e c o u l d  n o t  e s t a b l i s h  an a r g u m e n t  that C a l i f o r n i a  h o m e o w n e r s  

w e -,e c a r r y i n g  the re s t  of the state, not i,t l ea st  by m e a n s  of p r o p e r t y  tax 

payment'’ 'h o m e o w n e r s  pay  m u c h  h i g h e r  shares of th e s t a t e  i n c o m e  a n d  s al es  taxes 

than they  do of the p r o p e r t y  tax).



In s p i c e  of  a l l  t h at,  it is s t i l l  p o s s i b l e  cha t f o r  u n w o r t h y  r h e t o r i c a l  

p u r p o s e s  a n d  e m o t i o n a l  r e a s o n s  t h e  p r o p e r t y  t a x  m i g h t  f a r e  b e t t e r  p o l i t i c a l l y  

w i t h  a l o w  p r e f e r e n t i a l  r a t e  for h o m e s  as u n d e r  M i n n e s o t a ’s c l a s s i f i e d  tax; 

o r  w i t h  g e n e r o u s  h o m e s t e a d  e x e m p t i o n s  a s  in s o m e  s o u t h e a s t e r n  s t a t e s .  T h a t  w o u l d ,  

h o w e v e r ,  b e  a n  e x e r c i s e  in t h e  p o l i t i c s  of s y m b o l i s m ,  d e c e p t i o n  a n d  i m a g e r y .

T h e  f a c t u a l  e c o n o m i c  g r o u n d s  a r e  n o t  c o n v i n c i n g .

W h a t ,  then, is  the  w a y  to go for m e n  a n d  w o m e n  of  g o o d  w i l l  w h o  s e e  s o m e  

m e r i t  in  h a v i n g  p r o p e r t y  c o n t r i b u t e  to p u b l i c  r e v e n u e s ?  I h a v e  a  n u m b e r  o f  

s u g g e s t i o n s .

a. . First, w e  s h o u l d  s t o p  m a l i g n i n g  t h e  p r o p e r t y  tax. W e  h a v e  t h e  c u r i o u s  

s p e c t a c l e  of G e o r g e  M c G o v e r n ,  J e r r y  W u r f ,  S e n a t o r  P e t r i s  of C a l i f o r n i a  a n d  h i s  

C a l i f o r n i a  T a x  R e f o r m  A s s o c i a t i o n ,  a n d  o t h e r s  a l o n g  t h e  A D A  p o s i t i o n  w h o  t e l l  

us  the p r o p e r t y  t a x  is a bad,  r e g r e s s i v e  t a x  a n d  t h e n  r e a c t  w i t h  d i s m a y  w h e n  

the  v o t e r s  t h r o w  t h e  t a x  o u t  u n d e r  r i g h t - w i n g  l e a d e r s h i p .  I f i n d  t h e i r  p o s i t i o n  

sc h a r d  to f o l l o w  I a m  t e m p t e d  to s u s p e c t  i t  is t h e y  w h o  a r e  c o n f u s e d .  Or, 

p e r h a p s  th e y  n e v e r  r e a l l y  m e a n t  w e  s h o u l d  l o w e r  p r o p e r t y  taxes; p e r h a p s  they 

r e a l l y  m e a n t  w e  s h o u l d  r a i s e  i n c o m e  taxes. B u t  n o w  th e v o t e r s  a r e  in a  m o o d

to l o w e r  a n y  t a x  w h o s e  s u p p o r t  s l a c k e n s ,  t h e  A D A  t r o o p e r s  h a d  b e t t e r  g e t  t h e i r

a c t  t o g e t h e r  a n d  l o o k  f o r  t h e  g o o d  in the p r o p e r t y  tax if th e y  r e a l l y  w a n t  to

s a v e  it, an d t h e  s o c i a l  w e l f a r e  it h e l p 3  f i n a n c e .

b. We n e e d  to m a r s h a l  t he  a r g u m e n t s  in  f a v o r  of th e p r o p e r t y  tax, s o m e­

th i n g  that  h a r d l y  a n y o n e  h a s  d o n e  for y e a r s .  H e r e  a r e  a few.

1. W e  h e a r  a  lot t h e s e  d a y s  a b o u t  c u t t i n g  fat ou t o f  th e p u b l i c  s e c t o r ,  

b u t  t h e r e  is fat in the p r i v a t e  s e c t o r  too. ‘’F a t "  I i n t e r p r e t  to m e a n  p a y i n g  

s o m e o n e  for d o i n g  n o t h i n g ,  o r  n o t h i n g  u s e f u l .  M o s t  e c o n o m i s t s  a g r e e  that p a y i n g  

p e o p l e  for h o l d i n g  t i t l e  to lan d  is a n o n f u n c t i o n a l  i n c o m e ,  s i n c e  the l and w a s  

c r e a t e d  by  n a t u r e ,  s e c u r e d  b y  t h e  n a t i o n ' s  a r m e d  f o r c e s ,  i m p r o v e d  b y  p u b l i c  

s p e n d i n g ,  a n d  e n h a n c e d  b y  t h e  p r o g r e s s  of s o c i e t y .  " E c o n o m i c  r e n t "  is the 

e c o n o m i s t ' s  term, b u t  in J a r v i s - t a l k  w e  m a y  c a l l  it th e fat of t h e  la n d  or
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" l a n d - f a t . "  It h a s  a l s o  b e e n  c a l l e d  u n e a r n e d  i n c r e m e n t ,  u n j u s t  e n r i c h m e n t ,  

a n d  o t h e r  u n f l a t t e r i n g  names. H o w a r d  J a r v i s  h a s  s a i d  that  the p o l i c e m a n  o r  

f i r e m a n  w h o  r i s k s  h i s  life  p r o t e c t i n g  the p r o p e r t y  cf o t h e r s  h a s  h i s  " n o s e  in 

the p u b l i c  t r o u g h , "  b u t  it h a s  s e e m e d  to g e n e r a t i o n s  of e c o n o m i s t s  t h a t  the 

o w n e r  w h o s e  l a n d  r i s e s  in v a l u e  b e c a u s e  p u b l i c  s p e n d i n g  b u L i d s  a n  e i g h t - l a n e  

f r e e w a y  from, l et  u s  say, A n a h e i m  to R i v e r s i d e ,  a n d  c a r r i e s  w a t e r  f r o m  the  

F e a t h e r  R i v e r  to S a n  Diego, is the f irst in t h e  trough, a l t h o u g h  the  n i n e­

te e n t h  c e n t u r y  E n g l i s h  e c o n o m i s t s  w h o  w o r k e d  t h i s  o u t  w e r e  m o r e  d e c o r o u s  a n d  

sa i d  t h i n g s  l i k e  " l a n d l o r d s  g r o w  r i c h  in t h e i r  s l e e p "  (J. S. M i l l ) ,  o r  the 

v a l u e  o f  l a n d  is a " p u b l i c  v a l u e "  (Alf re d M a r s h a l l )  b e c a u s e  th e p u b l i c ,  n o t  

the o w n e r ,  g i v e s  it value.

S o m e  4 3 %  of  the v a l u e  o f  t a x a b l e  r e a l  e s t a t e  in C a l i f o r n i a  is l a n d  v a l u e .  

W h e n  w e  l o w e r  the p r o p e r t y  t a x  w e  a r e  not o n l y  u n t a x i n g  b u i l d i n g s ,  b u t  a l s o  

la n d - f a t .

P r o f e s s o r  N a i l  Jacob y,  in an a r t i c l e  c i r c u l a t e d  b y  the J a r v i s  c o m m i t t e e ,  

sa y s  th a t  m o s t  e c o n o m i s t s  fe e l  the p r o p e r t y  t a x  is o v e r w o r k e d  a n d  as h i s  

a u t h o r i t y  c i t e s  an  a r t i c l e  b y  D i c k  N etz er . H e r e  is N e t z e r 1s c o n c l u s i o n :

" . . . m y  i d e a l  s y s t e m  of l o c a l  f i n a n c e  w o u l d  c o m p r i s e  u se r  c h a r g e s  a n d  lan d  

v a l u e  t a x a t i o n ,  p e r i o d . "  ( D ic k N e tz er , "Is T h e r e  T o o  M u c h  R e l i a n c e  o n  the 

L o c a l  P r o p e r t y  T a x ? "  in G e o r g e  P e t e r s o n  (ed.) P R O P E R T Y  T A X  R E F O R M  ( W a s h i n g t o n :

T h e  U r b a n  Inst., a nd  T h e  L i n c o l n  Inst., 1973)). I w i l l  l a t e r  a g r e e  w i t h  N e t z e r  

(and, I p r e s u m e ,  Jaco by ) that this c o u l d  b e  a v i a b l e  w a y  to l o w e r  p r o p e r t y  

t ax es  —  tha t is, i n s t e a d  of r e d u c i n g  the rate, e x e m p t  the b u i l d i n g s .

2. T h e  o w n e r s h i p  of p r o p e r t y  is h i g h l y  c o n c e n t r a t e d ,  m u c h  m o r e  so t h a n  

the r e c e i p t  o f  income. E c o n o m i s t s  in r e c e n t  y e a r s  arc i n c r e a s i n g l y  s a y i n g  t h a t  

the p r o p e r t y  tax is a f t e r  a l l  p r o g r e s s i v e  b e c a u s e  the b a s e  is so c o n c e n t r a t e d ,  

a n d  b e c a u s e  so  lit t l e  of it c a n  b e  s hi fted. O n l y  this m e s s a g e  h a s  y e t  to r e a c h  

m a n y  t r a d i t i o n a l  pol it ica l a c t i o n  g r o u p s  w h o  c o n t i n u e  to r e p e a t  the o l d  r e f r a i n s .  

As  to this, two r e m e d i e s  a re in order. On e is to c o l l e c t  and p u b l i s h  d a t a  o n  

the c o n c e n t r a t i o n  of o w n e r s h i p  of real e s tat e.  T h e  facts arc  s i m p l y  o v e r w h e l m i n g



a n d  n e e d  o n l y  to b e  d i s s e m i n a t e d .  '!he s e c o n d  r e m e d y  is to n o t e  h o w  s t r i k i n g l y  

l i t t l e  o f  th e P r o p o s i t i o n  13 d i v i d e n d  is b e i n g  p a s s e d  o n  to r e n t e r s .  T h i s  

c o r r o b o r a t e s  t h e  b e l i e f  o f  e c o n o m i s t s  tha t the p r o p e r t y  t a x  m a i n l y  r e s t s  o n  

t h e  p r o p e r t y  o w n e r  w h e r e  it  o r i g i n a l l y  fall s.

3. A  h i g h  p e r c e n t a g e  o f  t h e  p r o p e r t y  t a x  b a s e  c o n s i s t s  o f  l a n d .  I n  

C a l i f o r n i a ,  a s  m e n t i o n e d ,  it is a b o u t  43%. T h e r e  is a  c o m m o n  b e l i e f  t h a t  the 

l a n d  p e r c e n t a g e  is h i g h e r  i n  r u r a l  a r e a s  b u t  I d o  n o t  b e l i e v e  t h e  f a c t s  s u p p o r t  

this. I n  B r i t i s h  C o l u m b i a  I h a d  a n  o p p o r t u n i t y  to r u n  a n  a n a l y s i s  o f  t he  

e n t i r e  p r o v i n c i a l  p r o p e r t y  t a x  r o l l  w h i c h  h a p p e n e d  a l l  to b e  o n  t a p e  a n d  i n  

o n e  p l a c e .  T h e  l a n d  p e r c e n t a g e  w a s  w e l l  o v e r  5 0 %  in V a n c o u v e r  a n d  e v e r  so 

m u c h  l o w e r  in  th e s m a l l e r ,  r u r a l  m u n i c i p a l i t i e s  a n d  r e g i o n a l  d i s t r i c t s  as t h e y  

c a l l  t h e m  up there. T h e  l a n d  s h a r e  i n  e a c h  l o c a l  d i s t r i c t  w a s  h i g h e r  in 

" c o m m e r c e "  t h a n  " f a r m i n g " ;  a n d  h i g h e r  i n  l a r g e  f a r m s  t h a n  s m a l l .

T h e  w h o l e  f a r m - c i t y  a n t i t h e s i s  is a r e d  h e r r i n g .  R u r a l  l a n d  a n d  u r b a n  

l a i d  a r e  b o t h  h e t e r o g e n e o u s  a n d  t h e  d i f f e r e n c e s  w i t h i n  t h e s e  c l a s s e s  a r e  m u c h  

gre.’te r  t h a n  t h e  d i f f e r e n c e s  b e t w e e n  them. T h e  p o i n t  is t h a t  i n  f a r m i n g  a s  in 

e v e r y  o t h e r  i n d u s t r y  s o m e  p e o p l e  g r a b b e d  o f f  th e b e s t  r e s o u r c e s  a n d  o t h e r s  a r e  

s t u c k  w i t h  the  l e a v i n g s .  T h e  p r o p e r t y  t a x  o n  l a n d  o p e r a t e s  to e v e n  t h i n g s  o ut.

4. 'i h i g h  p e r c e n t a g e  o f  r e a l  p r o p e r t y  is o w n e d  f r o m  o u t  o f  s t a t e  a n d  

e v e n  o u t  of  th e c o u n t r y .  T h e  p e r c e n t a g e  is m u c h  h i g h e r  t h a n  y o u  p r o b a b l y  th in k. 

It is n o t  j u s t  th e A r a b s  o f  B e v e r l y  H i l l s  a n d  the J a p a n e s e  B a n k s .  It is 

c o r p o r a t e - h e l d  p r o p e r t y  w h i c h  c o m p r i s e s  a l m o s t  h a l f  the r e a l  e s t a t e  t a x  b a s e .

If w e  a s s u m e  th a t  C a l i f o r n i a ' s  s h a r e  o f  t h e  s t o c k h o l d e r s  e q u a l s  C a l i f o r n i a ' s  

s h a r e  o f  the n a t i o n a l  p o p u l a t i o n ,  t h e n  9 0 %  o f  t hi s  p r o p e r t y  is a b s e n t e e  o w n e d ,  

a n d  the  p e r c e n t a g e  m a y  b e  h i g h e r  b e c a u s e  m a n y  o f  these, a f t e r  a l l ,  a r e  m u l t i­

n a t i o n a l  c o r p o r a t i o n s  w i t h  m u l t i - n a t i o n a l  o w n e r s h i p .

Th e " N o  o n  13" l e a d e r s h i p  f a i l e d  to c a p i t a l i z e  o n  t h i s  p o i n t .  G o v e r n o r  

3 r o w n  w a s  the l e a d e r  —  ( r e m e m b e r ? )  —  a n d  h e  t a l k e d  a b o u t  " b u s i n e s s "  s e c u r i n g  

th e l i o n ' s  s h a r e  of  b e n e f i t s ,  b u t  m o s t  v o t e r s  a r e  n o t  so d u m b  as  j u s t  to b e  

a g a i n s t  " b u s i n e s s "  i n d i s c r i m i n a t e l y .  It d e p e n d s  o n  w h o s e  b u s i n e s s ,  a n d  w h a t  

b u s i n e s s .



P r o f e s s o r  D o n  S h o u p  h a s  r e m a r k e d  that th e i d e a l  t a x p a y e r  is, f r o m  the 

p o l i t i c i a n ' s  v i e w p o i n t ,  a n o n v o t i n g  a l i e n  l i v i n g  ove.rseas. B u t  n o  o n e  s e e m s  

to h a v e  s e i z e d  o n  the f a c t  t ha t  h a l f  the t a x a b l e  p r o p e r t y  in C a l i f o r n i a  is 

o w n e d  b y  p e o p l e  n o t  v o t i n g  in the state. S e n a t o r  R u s s e l l  L o n g  h a s  s u g g e s t e d  

t h e  f o l l o w i n g  p r i n c i p l e  of  ta x a t i o n ,  "D on 't t a x  you, d o n ' t  t a x  m e ,  t a x  that 

m a n  b e h i n d  the t r e e . "  P r o p e r t y  t a x  a d v o c a t e s  h a v e  d o n e  w e l l  i n  t he  p a s t  a n d  

s h o u l d  d o  w e l l  a g a i n  in the f u t u r e  w h e n  they m a k e  t h e i r  s l o g a n ,  " D o n ’t tax 

you,  d o n ' t  tax  me, tax  that u n r e g i s t e r e d  a b s e n t e e .  D o n ' t  t a x  y o u r  v o t e r s ,  

t h e y ' l l  r e t a l i a t e ;  t a x  t h o s e  s t i f f s  f r o m  ou t of  s t a t e . "  N o w  c h a u v i n i s m  and 

l o c a l i s m  c a n  b e  u g l y  a n d  c o u n t e r p r o d u c t i v e  as w e  k n ow , b u t  h e r e  is o n e  i n s t a n c e  

w h e r e  t h e y  m a y  b e  h a r n e s s e d  to h e l p  c r e a t e  a  m o r e  h e a l t h y  s o c i e t y .  T h e  p u r p o s e  

o f  d e m o c r a c y  is to r e p r e s e n t  the e l e c t o r a t e  a n d  n o t  t h e  a b s e n t e e  w h o  s t a n d s

b e t w e e n  t h e  r e s i d e n t  a n d  the r e s o u r c e s  of h i s  h o m e l a n d .
* . . .

T h e  L e g i s l a t i v e  A n a l y s t ,  Mr. Hamm, e s t i m a t e s  t h a t  o v e r  5 0 %  o f  the v a l u e  

of  t a x a b l e  p r o p e r t y  in C a l i f o r n i a  is a b s e n t e e  owned. T h i s  is s u c h  a b o ld,  

b a r e  e n o r m o u s  fact it is h a r d  to b e l i e v e  the v o t e r s  o f  a n y  s t a t e  w i l l  l o n g  

r e s i s c  the u r g e  to l e v y  t a x e s  on all  this f o r e i g n  w e a l t h .  T h e y  m a y  b e  put 

o f f  b y  the a r g u m e n t  tha t  t h e y  n e e d  to a t t r a c t  o u t s i d e  c a p i t a l ,  b u t  that  c a r r i e s  

no  w e i g h t  a g a i n s t  the l a r g e  p e r c e n t a g e  of this p r o p e r t y  w h i c h  is l a n d  valu e.

S o m e  h a l f  o f  a n y  r e d u c t i o n  in  C a l i f o r n i a  p r o p e r t y  t a x e s  l e a k s  out  o f  s t a t e  

to o u t s t a t e  ow n e r s .  T h i s  is n o t  the o n l y  l e a k a g e ,  e i th er.  N e t  f e d e r a l  i n c o m e  

tax  p a y m e n t s  w i l l  r i s e  b y  $1.5 b i l l i o n ,  u n t i l  o t h e r  d e d u c t i b l e  taxes r i s e  to 

r e p l a c e  lost p r o p e r t y  taxes. M a t c h i n g  gr a n t s  fro m  the f e d e r a l  g o v e r n m e n t  w i l l  

d e c l i n e ,  as w i l l  r a a i n t e n an ce -o f-e ff or t grants. So g r e a t  is the c o m p l e x i t y  of 

f e d e r a l  p r o g r a m s  that  n o  m a n  d a r e s  e s t i m a t e  th e a m o u n t  of  loss, b u t  it w i l l  b e  

s u b s t a n t i a l .  S a l e s  of l o c a l  g e n e r a l  o b l i g a t i o n  b o n d s  h a v e  s t o p p e d  a n d  w i l l  

s t a y  st op p e d .  W h e n  r e v e n u e  b o n d s  a r e  sol d i ns t e a d ,  th e i n t e r e s t  r a t e ?  are 

h i g h e r .  Fire i n s u r a n c e  r a t e s  m u s t  rise. A n d  p r i v a t e  s p e n d i n g  s u b s t i t u t e d  for  

p u b l i c  s p e t d i n g  ■ ill h a v e  a h i g h e r  p r o p e n s i t y  to import.

T h i s  substan; nl l e a k a g e  of e c o n o m i c  b a s e  w i l l  r e s u l t  in m u l t i p l e  d e c l i n e s  

in s t a t e  income:. In the s h o r t  r u n  this h a s  b e e n  f o r e s t a l l e d  b y  d i s t r i b u t i o n
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of  the s t a t e ' s  s u r p l u s .  I n  t h e  l o n g  r u n  J a r v i s i t e s  h a v e  p r o m i s e d  a n  i n f l o w  o f  

i n v e s t m e n t  a t t r a c t e d  b y  t h e  d r o p  i n  p r o p e r t y  t a x  r a t e .  I d o  n o t  f o r e s e e  this 

m y s e l f  f o r  at l e a s t  two r e a s o n s .  O n e  is t h a t  C a l i f o r n i a ' s  p r o p e r t y  t a x  r a t e  

h a s  n o t  b e e n  h i g h  e n o u g h  s o  th a t  e v e n  t h e  s u b s t a n t i a l  c u t  o f  P r o p .  13 w i l l  m a k e  

m u c h  d i f f e r e n c e  to i n c e n t i v e s .  F u r t h e r m o r e ,  t h e  s t r u c t u r e  o f  P r o p .  13  is s u c h  

t h a t  t h e  m a j o r  c u t s  go to p r o p e r t y  a l r e a d y  h e r e .  N e w  i n v e s t m e n t ,  o n  t h e  o t h e r  

h a n d ,  is to b e  a s s e s s e d  a t  its  c u r r e n t  v a l u e  a n d  to p a y  th e m a x i m u m  i n  p r o p e r t y  

taxes. T o  a t t r a c t  n e w  i n v e s t m e n t  C a l i f o r n i a  w o u l d  h a v e  to a s s e s s  l a n d  h i g h e r  

a n d  n e w  i m p r o v e m e n t s  low e r .  P ro p.  13 d o e s  t h e  o p p o s i t e .  I t  is n o t  d e s i g n e d  

to a t t r a c t  n e w  i n v e s t o r s ,  b u t  to c u t  a m e l o n  f o r  t h e  old.

M y  s e c o n d  r e a s o n  i3 t h a t  t h e r e  a r e  m a n y  i n f r a s t r u c t u r e  b o t t l e n e c k s .  T h i s  

is i r o n i c  s i n c e  C a l i f o r n i a  is b a d l y  o v e r s u p p l i e d  w i t h  s o m e  k i n d s  c f  e x t r a v a g a n t  

p u b l i c  w o r k s .  Y e t ,  i n  s o m e  j u r i s d i c t i o n s  s e w e r  c a p a c i t y  is l i m i t i n g .  I n  o t h e r s ,  

n e w  s c h o o l s  a r e  r e q u i r e d .  P ro p. 13 h a s  u t t e r l y  d e s t r o y e d  t h e  g e n e r a l  o b l i g a t i o n  

b o n d i n g  c a p a c i t y  o f  l o c a l  g o v e r n m e n t s  in  C a l i f o r n i a .  E v e n  w h e r e  l o c a l  g o v e r n­

m e n t s  c o u l d  e k e  o u t  t h e i r  o p e r a t i n g  c o s t s  t h r o u g h  u s e r  c h a r g e s  a n d  v a r i o u s  s t a t e  

a n d  f e d e r a l  g r a n t s ,  t h e r e  w i l l  r e m a i n  a b o t t l e n e c k  i n  f i n a n c i n g  c a p i t a l  o u t l a y s .  

N e w  d i s t r i c t s  c a n n o t  h a v e  a n y  t a x  b a s e  b e c a u s e  it is a l l  c l a i m e d  up . It is a n  

i l l  w i n d  t h a t  b l o w s  no  g o o d  a n d  th i s  m a y  e n c o u r a g e  b e t t e r  i n f i l l i n g  of  e x i s t i n g  

p a t c h w o r k  d e v e l o p m e n t s .  H o w e v e r ,  r e d u c e d  l a n d  t a x e s  o n  s p e c u l a t i v e  h o l d o u t  

l a n d o w n e r s  m e a n s  t h a t  th i s  p r o c e s s  m u s t  n e c e s s a r i l y  b e  s l o w  a n d  p a i n f u l  to 

t h o s e  w h o  m u s t  b u y  t h e  land.

O n  b a l a n c e ,  th en,  it s e e m s  t h a t  C a l i f o r n i a  w i l l  s u f f e r  a s u b s t a n t i a l  d e c l i n e  

in i t s  e c o n o m i c  b a s e  w h i c h ,  in a f e w  y e a r s ,  w i l l  e i t h e r  c a u s e  th e s t a t e  to s i n k  

i n t o  a n  A l a b a m a - l i k e  d e s u e t u d e ,  o r  e l s e  r e p e a l  P r o p .  13.

5. P r o p e r t y  i n c o m e  g e n e r a l l y  p u t s  t h e  r e c e i v e r  o n  a h i g h e r  p l a n e  o f  

w e l f a r e  t h a n  t h e  s a m e  i n c o m e  f r o m  w a g e s  or s a l a r i e s  b e c a u s e  the p r o p e r t y  o w n e r  

d o e s n ' t  h a v e  to w o r k  f o r  it. A n d  yet, p r o p e r t y  i n c o m e  Is v i r t u a l l y  e x e m p t  f r o m  

the s a l e s  tax. T h e r e  is no s a l e s  t a x  o n  r e n t a l s  a n d  c e r t a i n l y  n o n e  o n  the i m p u t e d  

i n c o m e  o f  o w n e r - o c c u p i e d  r e a l  es t a t e .  A s  to i n c o m e  t a x a t i o n ,  w a l k  i n t o  a n y  r e a l
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e s t a t e  o f f i c e  w i t h  s o m e  s p a r e  c a s h  a n d  y o u  w i l l  b e  a d v i s e d  that  y o u  n e e d  a g o o d  

t a x  s h e l t e r ,  t h e r e  is n o t h i n g  l i k e  r e a l  e s t a t e  i n c o m e  p r o p e r t y  w h i c h  r e m a i n s  

o n e  o f  the  g r e a t  i n c o m e  t a x  l o o p h o l e s .  T h e  p r o p e r t y  ta x is a l l  w e  h a v e  t h a t  

m o v e s  i n  o n  t h i s  u n p r e e m p t e d  t a x  base.

6 . P r o p e r t y ,  p a r t i c u l a r l y  land, h a s  b e e n  b o u g h t  a n d  s o l d  f o r  y e a r s  o n  

the u n d e r s t a n d i n g  th a t  it w a s  e n c u m b e r e d  w i t h  p e c u l i a r  s o c i a l  o b l i g a t i o n s .  T h e s e  

are  p a r t  o f  o u r  s o c i a l  c o n t r a c t  in effec t.  T h e y  c o m p e n s a t e  t h o s e  w h o  h a v e  b e e n  

l e f t  out. B l a c k  a c t i v i s t s  h a v e  l a i d  g r e a t  s t r e s s  in r ec e n t  y e a r s  o n  the i m p o r t a n c e  

of g e t t i n g  a f e w  p e o p l e  in t o  m e d i c a l  a n d  o t h e r  p r o f e s s i o n a l  s ch ool s.  D o e s  it n o t  

m a k e  m o r e  s e n s e  t h a t  the l a n d l e s s  b l a c k  p e o p l e  s h o u l d  h a v e  t h r o u g h  t h e  p r o p e r t y  

tax the  b e n e f i t  of  s o m e  e q u i t y  in t h e  n a t i o n ' s  la n d  f r o m  w h i c h  t h e i r  a n c e s t o r s  

w e r e  e x c l u d e d  w h i l e  o t h e r s  w e r e  c o r n e r i n g  th e s u p p l y ?

A  p o p u l a r  t h e m e  t h ese  la s t  f e w  y e a r s  is that p r o p e r t y  o w n e r s  s h o u l d  p a y  

o n l y  for s e r v i c e s  to p r o p e r t y ,  n a r r o w l y  c o n s t r u e d .  B u t  who,  then, is to p a y  

for w e l f a r e  —  the c r i p p l e s ?  And, w h o  is to p a y  for s c h o o l i n g  —  the  c h i l d r e n ?

W h o  s h o u l d  s a c r i f i c e  fo r the b l a c k s  —  A l a n  B a k k e ?  W h o  s h o u l d  f i n a n c e  ou r 

n a t i o n a l  d e f e n s e  —  u n p a i d  c o n s c r i p t s ?  T h e  w h o l e  c o n c e p t  that o n e  p r i v i l e g e d  

g r o u p  o f  t a k e r s  c a n  e x e m p t  i t s e l f  f r o m  the g i v i n g  o b l i g a t i o n s  of l i f e  r a t h e r  

d e n i e s  tha t w e  a r e  a s o c i e t y  at all.

7. H o w a r d  J a r v i s  w a s  fond  o f  r e f e r r i n g  to the " d i c t a t o r  c o u n t r i e s . "

H e a v y  p r o p e r t y  t a x a t i o n  l e a d s  us r i g h t  in t o  th ei r p a t t e r n ,  h e  a l l e g e d .  N o  o n e  

at a l l  f a m i l i a r  w i t h  c o n d i t i o n s  in G u a t e m a l a ,  N i c a r a g u a ,  C o l o m b i a ,  Pe ru , or 

E c u a d o r  w o u l d  g i v e  a n y  c r e d e n c e  to this  p e c u l i a r  r e v e r s a l  of truth. T h e  fact 

is t h e s e  c o u n t r i e s  h a v e  b e e n  d o m i n a t e d  for c e n t u r i e s  b y  o l i g a r c h i e s  w h o s e  

p r i m a r y  m o t i v e  is to p r e v e n t  a n y  s u b s t a n t i a l  t a x a t i o n  of t he ir  p r o p e r t y .

In d e e d ,  to p r e d i c t  the l o n g  t e r m  e i f e c t s  o f  P r o  i. 13 w e  c o u l d  do n o  b e t t e r  

t h a n  s t u d y  t h e s e  " d i c t a t o r  c o u n t r i e s , "  w h i c h  h a v e  h a d  Prop. 13 for m o s t  of 

t h e i r  h i s t o r y .

J a r v i s  a l s o  s t r e s s e d  the i m p o r t a n c e  of s a v i n g  A m e r i c a  fr o m  the " E n g l i s h  

d i s e a s e , "  w h i c h  he  a s s o c i a t e d  w i t h  h i g h  p r o p e r t y  taxes. A ga i n ,  the a s s o c i a t i o n
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w a s  m a d e  w i t h o u t  o b s e r v i n g  the a c t u a l  s i t u a t i o n .  E n g l a n d  ha s n o  p r o p e r t y  t a x  

at a l l  a s  w e  k n o w  it, b u t  a s y s t e m  c a l l e d  " r a t e s "  w h i c h  is b a s e d  o n  i m p u t e d

r e n t a l  v a l u e  of  i m p r o v e d  l a n d  a n d  e x e m p t s  v a c a n t  l an d  a l t o g e t h e r .  T h e r e  is a n

" E n g l i s h  d i s e a s e "  a l l  r i g h t ,  b u t  it c o n s i s t s  o f  e x t r e m e l y  h i g h  i n c o m e  tax r a t e s  

o n  w a g e s  a n d  s a l a r i e s .  P r o p e r t y  i n  E n g l a n d  is t r e a t e d  m o r e  d e f e r e n t i a l l y  t h a n  

in  m o s t  o t h e r  l e a d i n g  c o u n t r i e s  o f  t h e  w o r l d ,  b o t h  u n d e r  " r a t e s "  a n d  t h e  E n g l i s h
X

i n c o m e  t a x . ‘

8 . W e  c a n  a s k  t h a t  a s i n g l e  s t a n d a r d  b e  a p p l i e d  to o w n e r s  t r o u b l e d  b y

h i g h e r  t a x e s  a n d  t e n a n t s  t r o u b l e d  b y  h i g h e r  ren ts.  W h e n  w i d o w  A  is i n  t a x

t r o u b l e  it is ti m e  to t u r n  o n  H e a r t s  a n d  F l o w e r s ,  f o r e b o d e  d a r k l y ,  c u r s e  

o p p r e s s i v e  g o v e r n m e n t ,  a n d  d e m a n d  ta x r e l ' e f .  W h e n  w i d o w  B h a s  t r o u b l e  w i t h  

e s c a l a t i n g  r e n t s ,  that t o u c h e s  a d i f f e r e n t  b u t t o n .  T o u  h a v e  to b e  r e a l i s t i c  

a b o u t  w e l f a r e  b u m s  w h o  p l a y  o n  y o u r  s y m p a t h y  s o  t h e y  c a n  tie u p  v a l u a b l e  

p r o p e r t y .  Y o u  h a v e  to p a y  the b a n k ,  a f t e r  all. A  m a n  w i l l  g r i t  h i s  t e e t h  

a n d  d o  w h a t  h e  m u s t :  garnishee h e r  w e l f a r e  ch ec k.  If i t' s  too  l i t t l e ,  g i v e

n o t i c e .  F i n a l l y ,  y o u  c o u l d  c a l l  th e S h e r i f f .  Go to t he b e a c h  u n t i l  i t ' s  o v e r  -  

t h a t ' s  w h a t  w e  p a y  t a x e s  for. W e l f a r e  is t h e i r  p r o b l e m .

A n y w a y ,  w i d o w  B is n o t  b e i n g  f o r c e d  o u t  o f  h e r  o w n  h o u s e ,  l i k e  w i d o w  A  

a n d  so m a n y  l i k e  her. J a r v i s  s a i d  t h a t  t a x e s  ar e f o r c i n g  t h r e e  m i l l i o n  

C a l i f o x m i a n s  f r o m  t h e i r  h o m e s  t hi s  y e a r .  B u t  in t ru t h ,  e v i c t i o n s - a r e  f r e q u e n t ;  

S h e r i f f ' s  s a l e s  a r e  rare. T h o s e  w h o  do s e l l  " b e c a u s e  o f  t a x e s "  ( t h e y  say) 

a n d  a l l  t h e i r  o t h e r  c i r c u m s t a n c e s  u s u a l l y  c a 3 h  out h a n d s o m e l y  w h i c h  is, a f t e r  

all, w h y  t h e i r  t a x e s  h a d  g o n e  up.

i

A n d  yet , r a t h e r  t h a n  n e e d l e  p e o p l e  for h y p o c r i s y  w e  m i g h t  b e t t e r  s e i z e  u p o n  

the k e r n e l  o f  t r u t h  in the p u r i t a n  e t h i c  u n d e r l y i n g  t he d o u b l e  s t a n d a r d  a n d  t u r n  

it to a c o n s t r u c t i v e  end, a t h e m e  w h i c h  I d e v e l o p  p r e s e n t l y .

^ J a r v i s ' s  n e w  n a t i o n a l  c a m p a i g n  is to m a k e  the  U.S. i n c o m e  tax  m o r e  l i k e  t he  

E n g l i s h  o n e  b y  e x e m p t i n g  c a p i t a l  gains. T h e  d e d i c a t i o n  to u n e a r n e d  i n c r e m e n t  

a n d  c o n c e n t r a t e d  w e a l t h  r e m a i n s  h i s  t r a d e m a r k .  If this b e  " p o p u l i s m , "  Wm. 

J e n n i n g s  B r y a n  w a s  a h a r d - m o n e y  a t h e i s t .  T h i s  is i m p o r t e d  E n g l i s h  d i s e a s e ,  

o n l y  l a c k i n g  t h e  r e d e e m i n g  g r a c e s  of n o b l e s s e  o b l i g e .



c. H i s t o r i c a l  e x p e r i e n c e  w i t h  a s s e s s m e n t  f r e e z e s  s u c h  as p r o p o s e d  in 

Prop. 13 s h o w s  t h e m  to b e  a c a n  of w o r m s ,  j u s t  as b a d  as  r e n t  c o n t r o l .  ' In t he  

c a s e  of Prop. 13 it is w o r s e  b e c a u s e  it n o w  s e e m s  w e  w i l l  g e t  b o t h ,  the f r e e z e  

h a v i n g  c r e a t e d  a  n e w  d e m a n d  for re n t  contro l.  A b o u t  10 y e a r s  ag o ,  W . A . C .  B e n n e t t ,  

th e B r i t i s h  C o l u m b i a  P r e m i e r ,  s l a p p e d  a 5% c e i l i n g  o n  a n n u a l  i n c r e m e n t s  to 

p r o p e r t y  a s s e s s m e n t s .  In j u s t  a f e w  yea rs , th i s  p r o d u c e d  s u c h  g l a r i n g  

i n e q u i t i e s  and  a n o m a l i e s  th a t  B r i t i s h  C o l u m b i a  o n l y  l a s t  y e a r  m o v e d  m a n f u l l y  

o u t  f r o m  u n d e r  it a n d  w e n t  b a c k  to c u r r e n t  m a r k e t  v a l u a t i o n .  T h e  e x p e r i e n c e  

and  its f a i l u r e  is t h e r e  for  a l l  to see. It is p r o b a b l e  that  in  C a l i f o r n i a  

u n d e r  Prop. 13 in 10 y e a r s  h o m e o w n e r s  w ho  n o w  p a y  on e t h i r d  o f  t h e  p r o p e r t y  

t a x  w i l l  p a y  two third s,  o w i n g  to the h i g h e r  t u r n o v e r  o f  o w n e r - o c c u p i e d  h o m e s  

tha n  c o r p o r a t e  lands. It  is i n e v i t a b l e  that th e a s s e s s e d  v a l u e  o f  l a n d  w i l l  

fall r e l a t i v e  to b u i l d i n g s  b e c a u s e  b u i l d i n g s  m u s t  b e  r e p l a c e d  e v e r y  few d e c a d e s  

w h e r e a s  lan d  n e v e r  mu st , or c a n  be.

T h e n  t he re is the fruit tre e a nomaly. U n d e r  Prop. 13, a  t r e e  c a n  o n l y  be 

a s s e s s e d  at its v a l u e  w h e n  p l a n t e d ,  w i t h  a 2% a n n u a l  i n c r e m e n t .  T h e  v a l u e  of 

a se e d  t h r o w n  in the g r o u n d  o r  e v e n  a s a p l i n g  p l a n t e d  f r o m  n u r s e r y  s t o c k  is so 

s m a l l  c o m p a r e d  w i t h  th e m a t u r e  tre e that this is v i r t u n l  e x e m p t i o n .  T h i s  

a n o m a l y  r a t h e r  g r a p h i c a l l y  i l l u s t r a t e s  h o w  Prop. 13 a u t o m a t i c a l l y  f a v o r s  a n y  

a p p r e c i a t i n g  p r o p e r t y  o v e r  d e p r e c i a t i n g  pr o p e r t y .  T h e  g r e a t e s t  g a i n  h e r e  goes, 

o f  cours e,  to a p p r e c i a t i n g  land.

T h e  t e c h n i c a l  c o m p l i c a t i o n s  a r e  en dl e s s ;  u n i f o r m i t y  w i l l  b e  the vict im . 

P r o p e r t y  is to b e  r e a s s e s s e d  w h e n  t r a n s f e r r e d .  W h a t  h a p p e n s  if I o w n  a on e 

q u a r t e r  u n d i v i d e d  i n t e r e s t  in rea l e s t a t e  and  s e l l  it? W h a t  'f I i n c o r p o r a t e  

m y  real e s t a t e  and  s e l l  s h a r e s  to a v o i d  b e i n g  r e a s s e s s e d ?  Y o u  m a y  be- su r e  the 

l a w y e r s  a r e  p r e p a r i n g  m a n y  l oop h o l e s .  Let us get the w o r d  to a l l  the d e f e n d e r s  

of  the m a r k e t  m e c h a n i s m ,  the b e l i e v e r s  in n e u t r a l i t y  a n d  u n i f o r m i t y  in t a x a t i o n ,  

m a n y  of w h o m  w e r e  so p r o m i n e n t  in s u p p o r t  o f  Prop. 13. Is th i s  t h e  k i n d  of ta x 

s y s t e m  that free e n t e r p r i s e r s  b e l i e v e  w i l l  c r e a t e  an  e f f i c i e n t  a l l o c a t i o n  of 

r e s o u r c e s ?  T h e y  o w e  u s  m o r e  c o n s i s t e n c y  w i t h  t h e i r  i d e a l s  a n d  p r o f e s s i o n s ;  or  

e l s e  the c a n d o r  to s a y  t h e i r  a l l e g i a n c e  is to w e a l t h  first, and  e f f i c i e n c y  w h e n  

c o n v e n i e n t .
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d. E x p e r i e n c e  w o u l d  s u g g e s t  t h a t  p r o p e r t y  t a x  d e f e n d e r s  h a d  b e s t  p r o m o t e  

s t a b i l i t y  o f  l a n d  v a l u e s .  In the 1 9 3 0 's w e  h a d  p r o p e r t y  t a x  r e v o l t s  b e c a u s e  

the v a l u e  o f  p r o p e r t y  d r o p p e d  so low. I n  1 9 7 8  w e  h a d  a r e v o l t  b e c a u s e  p r o p e r t y  

v a l u e s  r o s e  so h i g h .  F o r  d e c a d e s  p e o p l e  p u t  o f f  t a x  r e f o r m  s a y i n g  i t  is a l l  

r i g h t  to t a x  a w a y  t h e  u n e a r n e d  i n c r e m e n t  of  t h o s e  w h o  h a v e  o w n e d  p r o p e r t y  w h o s e  

v a l u e  ro se , b u t  i t  is w r o n g  to r a i s e  t a x e s  o n  p e o p l e  w h o  h a v e  j u s t  b o u g h t  a t  a 

h i g h  pr ic e .  B u t  t hen, w h e n  p r i c e s  a c t u a l l y  r o s e  th e w i n n i n g  t h e m e  w a s  j u s t  t h e  

o p p o s i t e .  P e o p l e  w h o s e  p r o p e r t y  r o s e  t h r o u g h  n o  " f a u l t "  o f  t h e i r  o w n  s h o u l d  

n o t  b e  b u r d e n e d  w i t h  i n c r e a s e d  taxes. M a n y  C a l i f o r n i a n s  l i k e  m y s e l f  h a v e  m a d e  

m o r e  m o n e y  i n  t h e  l a s t  two y e a r s  f r o m  t h e  i n c r e a s e d  v a l u e  o f  t h e i r  h o m e s  t h a n  

t h e y  h a v e  w o r k i n g  f o r  a l iv ing . A n d  y e t ,  m o s t  of t h e m  t u r n e d  a n g r i l y  a g a i n s t  

th e i n c u m b e n t s  f u r  a s m a l l  i n c r e a s e  i n  t a x e s  th a t  w a s  a s k e d  i n  r e t u r n .  It 

r e m i n d s  o n e  o f  t h e  s e r g e a n t ' s  l a m e n t  in  th e S e c o n d  W o r l d  W a r :  " T h e  t r o u b l e  

w i t h  y o u s e  guys, y o u  n e v e r  h a d  it so g o o d  b e f o r e . "

W h a t  c a n  a  l e g i s l a t u r e  do to s t a b i l i z e  s o a r i n g  l a n d  v a l u e s  t o d a y ?  It c a n  

a v o i d  p o l i c i e s  w h i c h  l o c k  up v a l u a b l e  l a n d  i n  c o l d  s t o r a g e ,  p o l i c i e s  l i k e  t h e  

C o a s t a l  Z o n e  C o m m i s s i o n  A ct, t h e  W i l l i a m s o n  A c t ,  a n d  t he  C a l i f o r n i a  T i m b e r  

P r e s e r v e  Z o n e  A c t  ( the last, l i t t l e  k n o w n ,  b a s e s  t i m b e r  l a n d  a s s e s s m e n t s  o n  

t h e i r  l o w  use  v a ' u e  g r o w i n g  t i m b e r  r a t h e r  t h a n  o n  t h e i r  m a r k e t  v a l u e ,  o f t e n  

b a s e d  o n  d e m a n d  f o r  r e c r e a t i o n . )  It c a n  d i s t r i b u t e  s t a t e  s u b v e n t i o n s  in  

p r o p o r t i o n  to p o p u l a t i o n  s t r i c t l y ,  th u s  d i s c o u r a g i n g  e x c l u s i o n a r y  z o n i n g  

p o l i c i e s .  T h e  s o c i a l  c o s t s  o f  t h e s e  p o l i c i e s  a r e  h i g h  a n d  t h e r e  is no 

g r a t i t u d e  f r o m  t h e  b e n e f i c i a r i e s ,  the o w n e r s  o f  e n h a n c e d  l a n d  v a l u e s .  So 

a v o i d  them.

e. L e g i s l a t o r s  s h o u l d  t a k e  p a i n s  to e x p l a i n  to t h e i r  c o n s t i t u e n t s  h o w  * 

the  p r o p e r t y  t a x  s y s t e m  w o r k s .  A s  C a l i f o r n i a  m o v e d  t o w a r d s  p a r t i a l  c o m p l i a n c e  

w i t h  t he  S e r r a n o  d e c i s i o n ,  s o m e t h i n g  c a l l e d  " s l i p p a g e "  c a m e  i n t o  s c h o o l  f i n a n c e  

as  a p a r t i a l  m o v e  t o w a r d s  p o w e r  e q u a l i z a t i o n .  It m e a n t  t h a t  i n  s o m e  s c h o o l  

d i s t r i c t s ,  as a s s e s s e d  v a l u e s  a n d  t a x e s  r o s e  f o r  s c h o o l s ,  the v o t e r s  c o u l d  n o t  

s e e  a n y  c o m p a r a b l e  i m p r o v e m e n t  in  t h e i r  s c h o o l s  b e c a u s e  p a r t  o f  t h e  a d d e d  t a x e s  

w e r e  g o i n g  e l s e w h e r e .  T h i s ,  in  turn, m a d e  l o c a l  s c h o o l  a d m i n i s t r a t o r s  l o o k  b a d
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an d t h r u s t  o n  t h e m  the b u r d e n  o f  e x p l a i n i n g  t h e . s y s t e m  to a  s k e p t i c a l  p u bl ic .

T h e  C a l i f o r n i a  l e g i s l a t o r s ,  m e a n w h i l e ,  w e r e  too clubby, t a l k i n g  to e a c h  othe r.  

S t a t e  o f f i c i a l s  d e v e l o p e d  a n  i n s i d e  l a n g u a g e  of ac r o n y m s ,  a b b r e v i a t i o n s ,  a n d  

r e c o n d i t e  terms. V o t e r  a l i e n a t i o n  w a s  the i n e v i t a b l e  out come.

f. B u i l d  n o  s u r p l u s e s .  S u r p l u s e s  a t t r a c t  r a i d e r s  a n d  r a i d e r s  a r e  l i k e l y  

to b e  o r g a n i z e d  l a n d o w n e r s .  " P r o p e r t y  n e v e r  s l e e p s , "  sa i d  the  j u r i s t  B l a c k s t o n e ,  

" o n e  e y e  is a l w a y s  o p e n . "  E v e n  t h o u g h  th e surplus' w a s  b u i l t  up  b y  t a x i n g  i n c om e, 

H o w a r d  J a r v i s  m a d e  it s e e m  the m o s t  r i g h t e o u s  t h i n g  in the w o r l d  th a t  it s h o u l d  

b e  d i s t r i b u t e d  to p r o p e r t y  owner s.  H e  w a s  g e a r e d  u p  fo r this  b e c a u s e  h i s  l a n d l o r d  

p a t r o n s  k e p t  h i m  in the f i el d c o n s t a n t l y .

T h e r e ,  then, is a li s t  of  l e s s o n s  that p r o p e r t y  t ax  s u p p o r t e r s  m a y  l e a r n  

f r o m  C a l i f o r n i a ' s  s e l f - i n f l i c t e d  w o u n d .  B u t  there is, T b e l i e v e ,  ar e v e n  d e e p e r  

l e s s o n  to l e a r n  w h i c h  is that t her e a c t u a l l y  a r e  s o m e  w a r t s  o n  t h e  p r o p e r t y  tax, 

a n d  w e  m i g h t  m a k e  an e v e n  s t r o n g e r  c a s e  b y  r e f o r m i n g  it in a c o n s t r u c t i v e  wa y .

T h e  p r o p e r t y  t a x  d o e s  p e n a l i z e  p e o p l e  for  c r e a t i n g  an d i m p o r t i n g  ca pi t a l .  It 

d o e s  p e n a l i z e  p e o p l e  for i m p r o v i n g  t h e i r  homes. It d o e s  s l o w  d o w n  u r b a n  re ne w a l .  

It d o e s  b i a s  l a n d o w n e r s  a g a i n s t  i m p r o v i n g  l a n d  to its h i g h e s t  a n d  b e s t  use. B u t  

a l l  t h e s e  and  o t h e r  fa u l t s  m a y  be c o r r e c t e d  s i m p l y  by  m o d i f y i n g  the p r o p e r t y  tax 

b a s e  to e x c l u d e  i m p r o v e m e n t s  a n d  i n c l u d e  o n l y  land val ue . E c o n o m i s t s  of m a n y  

g e n e r a t i o n s  b e g i n n i n g  b e f o r e  and  w i t h  A d a m  S m i t h  a n d  c o n t i n u i n g  to the p r e s e n t ,  

h a v e  p r e a c h e d  on  the a d v a n t a g e s  of l a n d  as a  tax base. L et  u s  e n u m e r a t e  a  few.

A  t a x  o n  la n d  v a l u e s  is the o n l y  t a x  k n o w n  to m a n  w h i c h  is b o t h  p r o g r e s s i v e  

a n d  f a v o r a b l e  to i n c e n t i v e s .  O n e  c a n  o n l y  w a x  l y r i c a l  a b o u t  a t a x  t hat c o m b i n e s  

t h e s e  t wo  p r o p e r t i e s ,  b e c a u s e  t he  c o n f l i c t  b e t w e e n  p r o g r e s s i v i t y  a n d  i n c e n t i v e s

h a s  b a f f l e d  t a x  p r a c t i t i o n e r s  for c e n t u r i e s  to this day.

✓

A land t a x  is p r o g r e s s i v e  b e c a u s e  the o w n e r s h i p  of  the b a s e  is h i g h l y  c o n­

ce n t r a t e d ,  m u c h  m o r e  so t ha n  i n c o m e  a n d  e v e n  m o r e  so than the o w n e r s h i p  of 

m a c h i n e s  a n d  i m p r o v e m e n t s ;  and, the tax on  la n d  v a l u e s  c a n n o t  b e  s h i f t e d  to the 

c o n s u m e r .  T h e  tax s t i m u l a t e s  e f f o r t  a nd  i n v e s t m e n t  b e c a u s e  it is a f ixed c h a r g e
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b a s e d  m e r e l y  o n  t:ha p a s s a g e  o f  time. It d o e s  n o t  r i s e  w h e n  p e o p l e  w o r k  h a r d e r  

o r  i n v e s t  m o n e y  in  i m p r o v e m e n t s .  T h i n k  a b o u t  this. It is t r u l y  r e m a r k a b l e .  

W i t h  t h e  l a n d  tax, t h e r e  is n o  c o n f l i c t  b u t  o n l y  h a r m o n y  b e t w e e n  p r o g r e s s i v i t y  

i n  t a x a t i o n  a n d  i n c e n t i v e s  to w o r k  a n d  i n v e s t .  It s o l v e s  i n  o n e  s t r o k e  o n e  o f  

t h e  c e n t r a l  divisiive c o n f l i c t s  o f  a l l  time.

It d o e s  t h a t  b e c a u s e  it c u t s  o n l y  t h e  fat, n o t  the  m u s c l e .  It t a k e s  f r o m  

t h e  t a x p a y e r  o n l y  e c o n o m i c  r e n t ,  o n l y  t h e  i n c o m e  h e  g e t s  f o r  .doing n o t h i n g .  I f  

p e o p l e  c o u l d  g r a s p  t h i s  o n e  o v e r r i d i n g  i d e a  t h e n  t he  w h o l e  s t e r i l e ,  c o u n t e r­

p r o d u c t i v e ,  e n d l e s s  ir, .=»sse b e t w e e n  c o n s e r v a t i v e s  w h o  f a v o r  i n c e n t i v e s  a n d  

l i b e r a l s  w h o  f a v o r  w e l f a r e  w o u l d  b e  r e s o l v e d  in a  t r i c e ,  a n d  w e  c o u l d  g e t  o n  

to h i g h e r  thing s.

T h e  p r o p e r t y  t a x  l e v i e d  o n  l a n d  v a l u e s  m a k e s  t h e  l a n d o w n e r  c o m p e n s a t e  the 

l a n d l e s s  fo t h e i r  e x c l u s i o n  i n  t h r e e  w a y s .  F i r s t ,  t h e  l a n d o w n e r  s u p p o r t s  

g o v e r n m e n t .  S e c o n d ,  h e  h a s  to u s e  h i s  l a n d  to p r o d u c e  g o o d s  a n d  s e r v i c e s  f or  

c o n s u m e r s .  And , th i r d ,  h e  h a s  to o f f e r  j o b s  to w o r k e r s  to u s e  h i s  l and . T h i s  

c o m b i n a t i o n  s e e m s  h a r d  o n  th e p r o p e r t y  o w n e r  bu t ,  o n  t h e  o t h e r  h a n d ,  e x e m p t i n g  

i m p r o v e m e n t s  s a t i s f i e s  t h e  n e e d  to r e w a r d  p e o p l e  f o r  s a v i n g  a n d  a c c u m u l a t i n g  

capital. L i b e r a l s  m a y  s c o f f  at t h e  l a t t e r ,  t h u s  a l i e n a t i n g  p o t e n t i a l  f rie n d s .

B u t  t hi s  ir b o t h  a  c u l t u r a l  n e e d  a n d  an e c o n o m i c  no'.d. It i s  a c u l t u r a l  n e e d  

b e c a u s e  of  the p u r i t a n  e t h i c .  T h e  e l d e r l y  h o m e o w n e r  w i t h  a c a s h  f l o w  p r o b l e m  

is s e e n  as a S y m p a t h e t i c  f i g u r e  r a t h e r  th a n  a  w e l f a r e  b u m  b e c a u s e  the p o s s e s s i o n  

o f  c a p i t a l  is t h e  e v i d e n c e  of a  goo d,  r e s p o n s i b l e  1 ,fe. T h e  p e r s o n  o n c e  h a d  

t h e  s e l f - d e n i a l  to c o n s u m e  l e s s  t h a n  h i s  i n c om e.  t is a n  e c o n o m i c  n e e d  b e c a u s e  

c r e a t i n g  c a p i t a l  is f u n c t i o n a l ,  u n l i k e  c o l l e c t i n g  e c o n o m i c  r e n t  o r  l a n d - f a t .

T h e  l i s t  o f  e c o n o m i s t s  w h o  s e e  m e r i t  i n  thi s a p p r o a c h  is s e v e r a l  p a g e s  l o n g  

T h e r e  is a n  e x t e n s i v e  l i t e r a t u r e  w h i c h  I c o m m e n d  to y o u r  s t u d y  w i t h  o n e  w a r n i n g  

that, w h e r e a s  s o m e  o f  t h e  l a t e r  1 9 t h  c e n t u r y  l i t e r a t u r e  is M e s s i a n i c ,  the m o d e r n  

s c h o l a s t i c  s t y l e  o v e r r e a c t s  a n d  is too t i m i d  o r  p e d e s t r i a n  s u f f i c i e n t l y  to 

s i g n a l i z e  the r e m a r k a b l e  q u a l i t i e s  o f  a t a x  w h i c h  is b o t h  p r o g r e s s i v e  a n d  

f a v o r a b l e  to i n c e n t i v e s .
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L e t  us, r a t h e r ,  l o o k  a t  s o m e  o b j e c t i o n s .  A  f r e q u e n t  o n e  is th a t  c h a n g i n g  

the  t a x  s y s t e m  t h i s  w a y  c o n s t i t u t e s  too g r e a t  a s h o c k  o r  shift. I n  the p r e s e n t  

c o n t e x t ,  f o r g e t  it. Prop. 13 c o n s t i t u t e s  a m u c h  m o r e  m a s s i v e  r e d i s t r i b u t i o n  of  

w e a l t h  a n d  the v o t e r s  f a c e d  w i t h  t h i s  c h o i c e  s i m p l e  s a i d  " W h o o p e e ! "  T h e  * 

e l e c t o r a t e  is a s k i n g  for b i g  c h a n g e s  so l e t ' s  n o t  p r e t e n d  tha t t h i s  is a 

b a r r i e r .

P e o p l e  h a v e  o b j e c t e d  t ha t  e x e m p t i n g  b u i l d i n g s  w o u l d  reduce, t h e  t a x  ba se . 

A g a i n ,  in t o d a y ' s  c ont e x t ,  f o r g e t  it. P e o p l e  a r e  a s k i n g  that t h e  t a x  b a s e  b e  

r e d u c e d .  Public, b o d i e s  m a y  ta k e  c o m f o r t  in t he  fact  t h a t  the t a x  r e d u c t i o n  

c a u s e d  b y  e x e m p t i n g  b u i l d i n g s  is m u c h  less  t h a n  m i g h t  at  f i r s t  a p p e a r  b e c a u s e  

the e x e m p t i o n  o f  b u i l d i n g s  f r o m  ta x is c a p i t a l i z e d  i n t o  h i g h e r  l a n d  v a l u e s .

A n d  t h e r e  is n o  e c o n o m i c  l i m i t  on  h o w  h i g h  t h e  l a n d  t a x  r a t e  m a y  go, o n c e  the 

p u b l i c  a c c e p t s  t h e  system.

P e o p l e  h a v e  o b j e c t e d  that it is too l a t e  to s h i f t  to the t a x a t i o n  of  la n d  

v a l u e s  b e c a u s e  p e o p l e  h a v e  b aught: at h i g h  p r i c e s  a n d  s o c i e t y  owes, t h e m  a r e t u r n  

o n  t his investment.. In  t o d a y ' s  co nt e x t ,  f o r g e t  it. F o r  o n e  thi ng , w e  a r e  t a l k­

ing h e r e  a b o u t  e x e m p t i n g  b u i l d i n g s  not  n e c e s s a r i l y  a b o u t  i n c r e a s i n g  l a n d  t a x e s  

( a l t h o u g h  I p e r s o n a l l y  f a v o r  that). F o r  a n o t h e r  thing, Prop. 13 w a s  j u s t i f i e d  

n o t  for the s a k e  of  t h o s e  w h o  b o u g h t  at h i g h  p r i c e s ,  b u t  the r e v e r s e .  It is 

d e l i b e r a t e l y  r i g g e d  to i m p o s e  h i g h e r  a s s e s s m e n t s  o n  r e c e n t  p u r c h a s e r s  t h a n  on 

-icient p o s s e s s o r s .  T h e  v o t e r s  did  n o t  r e q u i r e  b e t t e r  t r e a t m e n t  for r e c e n t  

b v ye rs .

F o r  y e t  a n o t h e r  thing, m o s t  o w n e r s  of u n i m p r o v e d  l a n d  w h o s e  t a x e s  w o u l d  n o t  

fall, a n d  m i g h t  rise, c a n  do s o m e t h i n g  a b o u t  it b y  s u b d i v i d i n g  o r  i m p r o v i n g  t h e i r  

land, w i t h o u t  a n y  r e s u l t i n g  ri s e  of taxes.

P e o p l e  u s e d  to o b j e c t ,  and  s o m e  s t i l l  do, that  f a r m e r s  m i g h t  b e  p e n a l i z e d .  

W h i l e  in s o m e  r u r a l  s t a t e s  fa r m e r  p o w e r  w i l l  n o t  let u s  f o r g e t  this, the a r g u m e n t  

h a s  l i t t l e  r e a l  force. T h e  m a i n  a n s w e r  is to c o l l e c t  a n d  a c q u a i n t  o n e s e l f  w i t h  

the f a c t s  a b o u t  r a t i o s  o f  l a n d  to i m p r o v e m e n t s  for  v a r i o u s  c l a s s e s  o f  p r o p e r t y .
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B o t h  u r b a n  l a n d  a n d  f a r m l a n d  a r e  h e t e r o g e n e o u s .  As to l a n d / c a p i t a l  r a t i o s ,  t h e  

d i f f e r e n c e s  w i t h i n  t h e s e  c l a s s e s  a r e  m u c h  g r e a t e r  t h a n  t h e  d i f f e r e n c e s  b e t w e e n  

them. A g a i n ,  t h e  f a r m l a n d  o w n e r  is q u i t e  l i k e l y  to l i v e  _n t h e  c i t y ,  a n d  th e 

b a n k e r  o r  m a t i n e e  i d o l  is q u i t e  l i k e l y  to o w n  s e v e r a l  far ms , so t h e  i d e a  t h a t  

w e  h a v e  a c l a s s  o f  c i t i z e n s  c a l l e d  " f a r m e r s "  w h o  r e q u i r e  s p e c i a l  t r e a t m e n t  is 

o b s o l e t e .  T h e  l a t e s t  U S D A  e s t i m a t e  s h o w s  t h a t  " f a r m e r s "  ar e n o w  r e p o r t i n g  

n e a r l y  n a i f  a g a i n  as  m u c h  n o n f a r m  i n c o m e  a s  f a r m  i n c om e.

I n  m y  a n a l y s i s  o f  B r i t i s h  C o l u m b i a  a s s e s s e d  v a l u e s  I f ind that  the r a t i o  

o f  .land to b u i l d i n g  v a l u e s  is m u c h  h i g h e r  i n  V a n c o u v e r  t h a n  a n y w h e r e  e l s e  in 

t h e  p r o v i n c e ,  a n d  q u i t e  l o w  in t h e  r u r a l  a r e a s .  W i t h i n  t h e  V a n c o u v e r  r e g i o n a l  

d i s t r i c t  t h e  r a t i o  of  l a n d  to b u i l d i n g  is m u c h  h i g h e r  f o r  c o m m e r c i a l  l a n d  t h a n  

f o r  f a r m l a n d .  T h e  a n c i e n t  a n t i p a t h y  o f  " f a r m e r s "  to l a n d  t a x e s  is b a s e d  on  

e m p t y  r h e t o r i c ,  m i s i n f o r m a t i o n  a n d  c o n f u s i o n ,  n o t  o n  fact.

A  m o r e  s u b s t a n t i a l  o b j e c t i o n  is t hat n e w  d e v e l o n m e n c s  m a y  c o s t  c i t i e s  

m o r e  to s e r v e  t h a n  t h e y  r e t u r n  in tax es . T h e  p r o p e r t y  tax o n  b u i l d i n g s  is 

v i e w e d  b y  m a n y  a s  a k i n d  o f  user: c h a r g e  to c o m p e n s a t e  for the l o a d s  w h i c h  n e w  

r e s i d e n t s  p l a c e  o n  c o m m u n i t y  s e r v i c e s  a n d  f a c i l i t i e s .  To t he  e x t e n t  th a t  this 

a p p r o a c h  h a s  m e r i t ,  h o w e v e r ,  a t a x  o n  t h e  v a l u e  o f  b u i l d i n g s  is o n l y  th e 

c r u d e s t  s u r r o g a t e  for  a u s e r  c h a r g e .  M a n y  f i s c a l  d e f i c i t  g e n e r a t o r s  get  i n  

u n d e r  t h ^ s  r a d a r  O l d  d e c a y i n g  h o u s e s  a r e  t h e  m o s t  o b v i o u s  e x a m p l e .  A s  to 

t r a i l e r s  a n d  t r a c t  ho m e s ,  o n e  r e a s o n  t h e y  m a y  g e n e r a t e  f i s c a x  d e f i c i t s  d.s t h c t  

the l u c k y  l a n d o w n e r  is a l l o w e d  to w a l k  o f f  w i t h  m o s t  o f  th e p o t e n t i a l  s u r p l u s  

in  t h e  a b s e n c e  o f  a d e q u a t e  l a n d  t a x a t i o n .  Bu t ,  m o r e  g e n e r a l l y  t h e r e  is a  l a r g e  

a n d  r a p i d l y  g r o w i n g  p r o b l e m  o f  l o c a l  a w a r e n e s s  o f  its f i s c a l  bookkeep.in'g, a 

p r o b l e m  w h i c h  in  m y  o p i n i o n  c a n  o n l y  b e  m e t  b y  d i s t r i b u t i n g  s t a t e  r e v e n u e s  o n  

a p e r  c a p i t a  b a s i s ,  r e g a r d l e s s  of  the m o d e  c f  p r o p e r t y  t a x a t i o n .

S u m m i n g  up, W a l t e r  R y b e c k  h a s  s a g e l y  s u g g e s t e d  cha t w e  d i s t i n g u i s h  two 

f u n c t i o n s  of  b u : i n e s s :  w > a l t h - c r e a t i n g  a n d  r e s o u r c e - h o l d i n g .  A  g o o d  t a x  s y s t e m

w i l l  n o t  m a k e  p e o p l e  p a y  for c r e a t i n g  w e a l t h  b u t  s i m p l y  for h o l d i n g  r e s o u r c e s .
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H o s t  t a x e s  w a i t  o n  a  " t a x a b l e  e v e n t "  —  t h e y  s h o o t  a n y t h i n g  t h a t  m o v e s ,  w h i l e  

s p a r i n g  t h o s e  w h o  j u s t  s i t  s t i l l  o n  t h e i r  r e s o u r c e s .  If w e  r e a l l y  w a n t  to 

r e v i v e  t h e  w o r k  e t h i c  a n d  p u t  t h e  U n i t e d  S t a t e s  b a c k  o n  it s f e e t  w e  h a d  

b e t t e r  t a k e  s t e p s  to c h a n g e  t h e  e f f e c t  of t a x e s  o n  i n c e n t i v e s .  L e g i s l a t u r e s  

h a v e  g o t t e n  i n  t h e  h a b i t  o f  a c t i n g  as t h o u g h  p e r s o n s  w i t h  e n e r g y  and t a l e n t  

a n d  c h a r a c t e r  f o r  s e l f - d e n i a l  s h o u l d  b e  p u n i s h e d ,  as if fo r s o m e  p r e n a t a l  

c r i m e  a g a i n s t  h u m a n i t y .  W e  canno.t .study t h e  t a x  l a w s  w i t h o u t  i n f e r r i n g  t h a t  

C o n g r e s s  r e g a r d s  g i v i n g  a n d  r e c e i v i n g  e m p l o y m e n t  to b e  s o m e  k i n d  o f  s o c i a l  

e vi l,  l i k e  l i q u o r  a n d  t o b a c c o ,  to b e  t ax ed a n d  d i s c o u r a g e d  b y  a l l  m e a n s  n o t  

i n c o n s i s t e n t  w i t h  t h e  r i g h t s  o f  p r o p e r t y .  L i t t l e  w o n d e r  t h e  n a t i v e s  a r e  

g e t t i n g  r e s t l e s s .  B u t  if, i ns tea d,  l e a r n  to t a x  p e o p l e  f o r  h o l d i n g  

r e s o u r c e s  r a t h e r  t h a n  c r e a t i n g  w e a l t h  an d s e r v i n g  e a c h  o t h e r ' s  n e e d s ,  w e  

w i l l  m a k e  a  g i a n t  s t e p  t o w a r d s  c r e a t i n g  a g o o d  a n d  h e a l t h y  s o c i e t y .

I



M I C H I G A N

D. INITIATIVE PETITIONS

H ead lee

IN IT IA T IV E  PE T IT IO N  
AM EN DM EN T TO T H E CO NSTITUTION

N tO K t tE D  C O N ST ITU T IO N A L  AM ENDM ENT 
A D D IN C  SECT IONS J J . 2 * . 1 7 . 2S . » .  J  1 , 3 1  J J .  A  J 4  TO  A R T IC LE  IX  AND  AM EN D ING  SECT ION  t  OE A RT IC LE  H

A i lid c  (X  o f  th e  Michigan C om trtu lron  0 hereby am* ruled by *44*0? S e a w m  2 5 , 2 6 . 2 7 , 21 . 2 7 . 5 0 . 2 1 . 3 2 . 3 3 . i  >4 , >*J by a#ncndang Section 6 .  such
adJ jU ona im 2 im m d io tn u  lo  ra id  i l  foU ow i;
Se<, 2 3 . Fyop«#iy l u a  and other t o o l  u * n  and i u i i  U aa tion  **4  spending may not be menaced ibova the lim iu ito rif H x u f ^  herein w ithout direct voter 
a p p ro v a l P m  IO U I p*oh#biiod I  to r*  .equxtng »n r r*w  o r  expanded acon tica  by t o o l  pyv rrnm en ii un lhout fu ll stale firuAemg. from  reducing me p io p o rtn n  
0/  ju t e  spending ua the fo*.'' t o o l  |w rrrw m « tt . o r from  sh ifting Ihc U i  burden to h»caJ g ov fm rm nL  A pr ovrwnn tat emergency crmdiirwu n
established and lh a  repayment o f  r o t a  approved bonded sndabiadneu 0  g uuan tcad . Im p km cnu tro n  o f  th a  section o  jp ea fW d  In See I a m  , ' t  lh /oggh J4 . 
in du iree , o f  th»  A roc ta .
S«c. 2 6 .  P m t *  '» hereby e i l ib t  a  had x bm il 00 tha to ta l anuaonf o f  u i n  whacb n u y  ha r r ra s e d  by tha kgj&Latuia in say fisca l yea# 00 the u a p a y c n  o f  ih u  
lU t c .  T7w  Umu shall n o t ba rhanrcd un lhou l app#oral o f  (Nr mayociiy o f  I ha qualified e lecto rs voting I he iro n . l i  p»w*>dcJ tm  in Article 12 r t  fha Concilia* o n  
E ffective wsth f o o l  year 1777*1940 . and fo# o c b  A icd  y t u  Ih c ic a lio . the Iry jsL tu ia  shall not enpowe la te r  o f any kind which. (oytthc* • u h  a ll olheT rc*an«at 
c f  lh a  m u .  federa l * 4  cactoded. cacsed ihc i ix ih m  Ivnii established in ih o  section. The revenue U n it shell ba oq u J  lo  ihc product o f Ih r  ra tio  o f  Toeal State 
R m m i o  to fisca l yaoi 1 97 1 -1 7 77  divided by the Personal Income o f  Michigan in calendar year 1977  mulirpfMd by the P n v m J  Income o f  34ich*pn m  cuhc? 
tha peso* o ln d a #  y m i  o f  fha overage o f  PctMnal Ineoma o f  M a h ip a  n  lha prr/soua th /ra  cat*ndir yea/a. <*hid»en» m p r a lu .

Foa any f le a d  year U  lh a  avaal that T o U lS u ia  X m R * n i i a i d  lha irvcnua lu n it rsub b thed  in Ih is u d i o a  by 1 -  01 m a t ,  the n o i l  1 rvcnuea shall ba 
refunded pee rata baaed o n  the lu b aU y  reported on  the Mich «an income lax and single butuvcu la x  (oe Ha in  e r a  vox u i  o r laacs) annual returns filed foO ow y* 
tha d ove  o f  such fisca l year. I f  the c a r a t  h  leaa than IX ,  th a  eaceea may be i n r a f  erred to  ihc S ta le  Budget S u b d m u o n  Fund.

T h e  itvetsue U radation established n  th a  teclton shall a r t  sppfy to  taxes an posed fo* lha r s y m r t i l o f  principal a.«J im u ru  on  bonds, tfrproved  by lha 
ro ie rs  and au tho rtx rd  under Section 13 o f  I bat Article. jn d  loans lo  school d itrn c is authrsnied under Section lb  o f  lh a  A i lid c .

I f  re rponnbs lity  fo r  funding a program oe p rognm i a  tre ru fe rrrd  from  one I r r a l 0/  jo * e n v n rn l to  another. ae a consequence o f  uM tiiiu laona l 
emend man I . the s la te  te renue and tpanduig I tm a  may be adjusted lo  accommodate toch^thangc. p r  • -tded ih a ( the lo u t  revenue awihovuad fo r  cndeciion by 
both  state and lo c a l gorw rnm eau dona not exceed that amount * h * h  n o u ld  ha re  been au lh o n ted  m k w l  su»h change.
3  re . 7 7 .  T h e  r n i m i  hm d o f  S a l  a n  2 4  of th e  A rac le  may b eca rved rd  o n ly  /  a ll o f  lh a  fo f low irg  e ond iltom  are m air ( I )  T ha  fo*crno« requatrs the Icghb lu re  
to dec U r a an cm eryancy ; (71  the ra q im l h  to e ed k  as lo  the nalwra o f  the emergency. Ihc do lla r am ount o f  the tn rn y tn c y , nod the m ethod by which the 
emergency * t |  be funded : and ( ]>  the k p t ii tu m  ih o e s lls r  dacUies an am trgancy ui accordance u i ih  the qMCiTlcaof tha g o ra irtm 'i leqoa tl by a two*thirds sore 
o f  the members dec ltd  lo  and tarring in each huusc. T1m ensar gency must ba declared tis m.cold 1 net u ith  th is ftes.uon p t a i  to tncuning any o l Inc capcnM* 
wHmJi con su la te  I he wti«g«ncy r aquas*. The rw anu t Um»l may be excaa dad on ly  d a n r j  ***r f r t o l  ye* / tot n h c h  the emcrgtncy u  d rda icd . In  no evens sh ill 
any p a r i o f  the am oun t lepresanong a refund under Section 2 b o f  lh a  A rue la  ba the subycct o f  a n cm c if acy trqucu .
Snc. 3B, Hm e ip am ee o f  sto le govimm ent shall be incurred in any O tra l y ra r which eacead the arm  o f  I re r rv * ru e  bm il aeub lrsW d in Sac I lo re  26  and 27  o f  lh a  
A iuc ie  p lu s federa l ant and any surplua fiom  a p rm o u i fiscal year.
Sec, 7 9 .  The aU lc  a  hereby p tnh ib ied  from  rrducmg lha sU ie  financed p ropo rtion  o f  the n eed ie ry  c o t l i  o f  any n m tn p  >cir*rt/ o r scm tn rrquved  o f  u rsn  o f  
L oca l f  o v rm m in l by s u ie  l i e ,  A new actrvity o# tervicc o r an increase in Ihc  level o f  any activity or icrvic* beyo.vd D u i req vu rd  by e ii t im r  Uw shall not be 
required b y  the k d lU r o r c  «  any Slale sgemy 0/ units o f  Local Government, unless a s u l f  s p p ro p ru ia n  •  made and d ttou rvd  to pay trie unu o f  Local 
Covem snanr foe any m a n u y  snaensed co ils . The provision o f  lh a  seciron shad no# apply to  costs incurred pursuant lo  A I Ik Ic  V I. S u i io n  I I .
S rc , )Q , T he  p ropceonn  o f  loca l su ie  spending paid lo  a11 uruta o f  Local Gsrvvmmenl, taken as a g roup , shaB n o l ba reductd bvlew  I h i I p ropo rtion  in e ffect tn 
foc a l year I9 7 B -7 7 .
See, 7 1 . U iu u  o f  L o a d  (iova rnm em  are hereby prohibited from  levying any t s i  not authorised hy bw  o r c h i r l f t  when lia s sre im o  a  ra ilfiad o r from  tncreanng 
lha ra le  o f  an ca aung  la x  xbov ih ri rale ,* -ihonr**! by hw o#  charier whan lh»s aftflron a  n it fre d . w ithout Ihe approval o f a m » |on iy o f the qu rld rrd  e lre tors 
o f  lh a l un it o f  Local Government voting thereon. I l ilw  d ifiruU on id Ihu base o l in  e sn ung  laa is btO idrrwd . t ie  inssiwum  so iM n ird  rate o f  la ia iu in  o n  the 
new base in  each urui o f  I x a l  C o rnnm vru  ihsll be rvducwl lo  y e h l the u m e  rs ltm a l ad gar>«s rrrvnwa at on  the prnM base. I f  lha i w u / J  v ilu s iion  o f  p ropany  
m G ru lly  cqsLiiuad, rsch sd in | the value o f new rsineirvcimn snd tmpruvemantt, increasca by a larger p e r r rn i j |C  t fu n  lh a  rn n rtse  j t  lha GenctiJ Trice L w r l 
from  the prev ious yea#, Ihe maximum iu i i  u«urd rate appbed ‘.hara io ui aosh onu o f  L *x a l G o v rm m rn l sh il l be rtJum d  lo  yivld l*w aim* c»o»s rrwns*a ham  
eea ti#^  p to o e riy , jd /u i t id  fo# cAar^m ui tha General T iter L eve l is cou ld have been a d lrc te d  e l Ihe retslsng a u th o ro rd  m e  un  lhe pr«x n w iu d  value.

The Gm itauone o f  lh a  sw oon  shall not apply lo  la x n  unpovrd fo r  lha payment o f  p itm ipa i and m le re tl o n  Iw rv lt o* oth** rv n lm r r  o f irw labirdneu oe 
fo* Ihe paym ent o f  ats*eemanta on  contract o ldtgsiM m  tn en iK x rauon  o f  “ bsch bonds arc usucd w hnh were auth#uu*d prtor lo  lh« cffesarw  da l* o f Ih o  
am endm ent. •
3 # r . 3 7 . A n y  u ip a y r r  o f  lh a  su ie  **u ll have Handing lo  being sun in the M nh rg an S ia if C ou ri o f  A p p e ls  10 r n fm c t lh» p io v u n rn to fS e c iiv ra  25 lh # o v |t  51 . 
srn lioare , o f  lh a  A ilM le  and , J  I he >w«l n  sustained, shall recarve from  lh a  ap p lio b le  und o f  g ov^nm am  his cnv li sncunvd in m sin la in iA | tuch i w l
S rc . ) ) .  O eflnvnnm . The i lr f ln im m  0/  lh a  saaiion shall apply w  Sacimn 23 ihnrugh 77 o f  A itic le  IX , •*. 'x tw r

“ T o ta l S ta te B* •nuea" inck*.* •» <11 gtnai end spvcul rrvanves. aedudinq federa l a id . n  dvfirwd ih lh a  hudgvt m ysuga o f lha p n t r iw i  fo r fisca l yea#
197B*| 7 7 9 .  T o u t  S la te  Kcvvtmet t l u l  avclude lha amount o f  any credits based on  actual U e  liabilities o r ll*a imputed i tx  ciMnpunents o l i t n u l  paym rnsv bul 
shall inc lude Ihe aunawnl o f  any r rsd iu  n o l rv litcd  lu  k Iu j I lu M iU c t  **feromaf lnco»*M o f  M ehr^h** •  Ihe lo is h n ro m e  i n s m d  by person*tn Michigan 
from  a ll sourons, m  defined and u / f ic a lly  rvrsrHierl by lh a  Unucd S i a lo  f lc p jr lm e n l o f  Commerce or os soittsmji » fvncy. "L o» a l G ovy rn im n t" rutsna any 
p o b n c i l su hd lsoum  o f lh a  Slaty, indudmp, bu l nrM re s ln s ird  lo .  schoo l d i t ltn t t . a lre s . vdlayes. inwndops. s h n io  inwnsha's. counties, c h ji .s r  counrus . 
aw lhrm iive c i-a le d  by Ihe  s ta ir , snd au lh nn iw i rrro ied  by other u n t i l o f  hscal fov rtnm vn r. "G vnera l h u e  I.evef* maam  ih eC onM m a  T rk r  Index fo* ihe 
U ntied S ta les as de fined  and o ffic ia lly  repm led by Ihe UnH fd S t i ln  Department t.( Labov o f  i l l  su strsto f ayvncy.
Sec. ?.*, The L egd ia tu if sha ll unpfemani ihe peovmoni o f  S<ctK>ru 23 Ihrnugh 3 ) .  inelusave, o l  I hr* A rt^ la .
.Vr Im n A. (H ew  bnguaya u p i to lu s d ) Fa rcp r as otherwise provrdaJ m lh a  cunstdu lm a . ih e  lo U l sm m n l o f  gan rrs l ad v ibwem  u*«s imposrd upan re a l and 
Unyibte (varsnnol p to fw riy  fo r o il purposes m any n iu  yea# shall no l rmcved I 5 m ills o n  each dollar o f lha osscswd v a fv jim n  o f  p tr /  as f m i l f  equal*#**!
U i dvr piwCndutm p invn led  by taw, which slvali iw erin ire  the right o f uo lia liv e , separate la x  lim itations fu r any urun tv a n j lo t  lh« nships and foe school
«liii«icu ihvretn , the u g ie g jt *  o f u h u h  sh*ll nut caccrd lb  m ills nn c#*h d id lar o f su*h va lu jiio rs . may be adopted and them .' rrrd  hy the s o le  o f s
m a ron ly  o f  lha qua lified  c lecnus o f such s in in if silting rhaieon. tn lieu o f Ihe lim ita tion hereinbefore e»lsWr*h*d« Theva (im itii »y be m rrra srd  lo  an
•gg ifyatc n f  rsof In  * t o v 4  3 0  m ills on  cash U ifla r o f  va luauiin , foe a (v in r J o f n n l lo  cacevd 20  years a l any sma tune, if app iorv J  -um y o f  lha e trd w t*
qwulsTifd under 3uc|w jn 6  o f  A l l*  la  I I  id  Ih e  p ia 4 i |* | r u g , » n l i y  nn lh a  iiursltnrs.

T lw  fn r rp x n j hm n iim n * sh il l m<i .i*pls In  t«sr* mq-* s*| fn# ifw  p#s r**n i «*f js iirs.rpa l end i . i l . r . s i  rsv t -  n .fi A fr r* f)V  * n* T lIK  C l . lT fO K '
• •tin < MVvJers* «v n f  anils b lvd iuM  ,M T « (  iV I |H l  V I I I I  I L I I* lt lr *%  id  lie* lbs pj*r*. '*il Sit i . e w m n n  iu * o n t i i* l u l      ....... 1 1* mis. tps'nm  r f  u n * h iwar.. « ,#e
hsu*d A IT M W V n t HV 1 I I I .  I I L O O M 3 . v h u li S js s tm a y  N  s n p n n i  * iH v u l lum ia lson as lu  r j |e  o r enmuut, OM. 3 U N IM T  111 U IK  THUV IM ON 't Ob 
S I C IK IN k  73 f l lK O I J G I I  H  O l T lf lb  AH I l l ' L l ,  in tases impuwd foe #ny othrv s*ut|uisa by any n t y .  tillage , shaile* ctiun iy , charter luvaOU(«, «harr«r 
UMllsoniy o r n lh e i a u th o r ity , Ihc laa bm italions *A Whtsh arc prifvsdrd by cha rliv  nr h> general bw .

In  *n ) tshnn l d is irn t w hnh ••rends twin ru n  nr *>«•» c ruuntivs. pm iw riy  U ses a l Ihe h y t v i i  ra le  asailahl# in the cwunly » h fch co« iirn i lha p u i a u  p u l 
o f Ihe a i u  n f Ihe d i t i r u l may be un|«n<d end <nll»cicd fu r sehonf putpmes th io u iU m l She d is fm i.

fM U V IM O N S  f ib  1 X IS11NG  C O N V fl T U I1 0N  A I.Tb .H bD  OH AHHO<7ATl D  BV T ll lX  AM I ,N |»MK/*r I I ’ A DO FT I D
• A K i l l ' L l .  IX , .‘i lL T IU N  4  •

Hrc lm n  A. I jt v rp l aa other ante p iw s ln l in Ihr* srsm irlubun. Ihc l o u l  am nun l s*f general * J  valorem  i m i i  im pn»d  upon real r n j  tanaibW iv i* i im I p « p o |y  Im  
a ll p u rp m r* tn any one year sh ill m i  atsvssJ 19 m Jit nn cesh J«<ILar o f  l ln ‘ a**r*aed s a lu ila m  n f p roperty as ft<*#llr rq u iU / rd  LnOrt pmcsduies promOed by 
law , w huh  sh d l gue rin tcv  the right o f im io irv * , s rpn a le  las t im i ljim m  fo r m y trtwniy and fo r ibe lownrhip* iiv* h o  s* h.**l d n tru ts  I here in the ir/ ie ya te  nf 
w h o li sh a ll n 0 c s s fc d  I I  m ilh  on  c*rh  dollar o f v n h  valu«i on . may t«  aJop ied artJ lbuis_aflrr e lie rrd  by lha suie of a m aputly o f me quah fm i a toe n o s  uf 
Su»h cou rtly  vnimg lh a r ro n , os h tu  o f  ihc lan tu tam  b n n n h e h o y  euabbshrd 1 t<s* Innrla ln tna may U  ln*ieased lo  an a s / jr r jt e  o l no l iisescuvd 30m «Usun 
eesh d o lla r o f  s itu a tio n , tm  » p o o l  id  nni m m m l  JO y o r *  al any one ume. rf approved by a m a in ly  o f Ihe e le t le a v  qu r lJa rd  under 3 e* lm n S o f  A1 lu te  It 
o f I to* srsristiluunn vrtiing o n  Ihe qun lu irs

The foiCgrvne lo n .i j i k jo *  shall not apply 10 l i a n  im»un»*J fnr lha psym rn l rtf p rm srpal »ml m iervsl nnbondaoa *i|he# r» iJence io / indrb lrdnvsa o r fee 
Ihc paym ent o l aw esonyn ii n* toni<a*l m anntipsOtait o l w bnn lumds are s»*ord, « U h  u s e s  ma» |w imputed w slhou l lc*ilat»»n aa 10 rate or
am ount; o r 10 l i s u  imposed fo r any uihsr pm g«»  hy lha <Jg , nU igc , eharlcr ssuanly. charier urwnship. siveiirr au lh iun y  oe oihar au iho ruy . Ihe u s  
Ivm u on n s  u f whish r» r p iovn led  by • haricr w  by ' lite ra l law,

In  any w h n f  d i t in s l h e«und* tnin loss »tr n o n  c ovn iirv  p s f r t i y  la s ts  i l  ihe fo*he*t ra le  r n l i b i r  in  the county w h tcb ronum s the pae lvs* pari 
o f  lh a  area o f  Ihe ih n r t r l may be srnpmcd end crd lrc ird  lo r  sehrwd p«ipv«<4* ihruwghoul lh a  d n iiw l.



(NOTE: T H I S  A R T I C L E  W I L L  A P P E A R  I N  T H E  F I R S T  I S S U E  OF  N C S L ' S  B I M O N­

T H L Y  F I S C A L  L E T T E R , A  N E W S L E T T E R  D E V O T E D  T O  F I N A N C E  A N D  T A X  I S S U E S  

C O N F R O N T I N G  S T A T E  L E G I S L A T U R E S .  T H E  N E W S L E T T E R  W I L L  B E  M A I L E D  T O  

L E G I S L A T O R S  A N D  S T A F F  W H O  W O R K  I N  T H E  F I N A N C E  A R E A . )

T H E  T A X  R E V O L T  A N D  T H E  V O T I N G  B O O T H : 

1 97 8  B A L L O T  M E A S U R E S

I n  N o v e m b e r ,  a t  l e a s t  16 s t a t e s  w i l l  h a v e  b a l l o t  p r o p o s a l s  r e l a t e d  to 

s t a t e  a n d  l o c a l  tax r e v e n u e s  a n d  s p e n d i n g .  In te n of t h e s e  s t a t e s ,  v o t e r s  

w i l l  c o n s i d e r  b r o a d - b a s e d  tax o r  s p e n d i n g  l i m i t s ,  s u c h  as P r o p o s i t i o n  13 

o r  T e n n e s s e e ' s  c o n s t i t u t i o n a l  s p e n d i n g  limit. (See cha rt ) T h e  

s u c c e s s  or f a i l u r e  of p r o p o s a l s  l i k e  t h e s e  m a y  i n d i c a t e  the s t a y i n g  

p o w e r  of t he  t a x  r e vo lt,  a n d  p e r h a p s  p r o v i d e  a p r e v i e w  of the r o l e  

it w i l l  p l a y  o n  19 7 9  s t a t e  l e g i s l a t i v e  a g e n d a s .

It s e e m s  p r o b a b l e  t hat s e v e r a l  of t h e  p r o p o s a l s  w i l l  be  a p p r o v e d  

b y  the v o t e r s  in N o v e m b e r .  In  M i c h i g a n ,  f o r  e x a m p l e ,  a n  e a r l y  S e p t e m b e r  

p o l l  i n d i c a t e d  4 1  p e r c e n t  a p p r o v e d  a P r o p o s i t i o n - 1 3  s t y l e  p r o p o s a l ,  w h i l e  

44  p e r c e n t  s u p p o r t e d  a taj. r e v e n u e  l i m i t a t i o n .  In C o l o r a d o ,  a l a t e  

S e p t e m b e r  p o l l  for T h e  D e n v e r  P o s t  i n d i c a t e d  that 49 p e r c e n t  a p p r o v e d  

a c o n s t i t u t i o n a l  a m e n d m e n t  p r o p o s a l  w h i c h  w o u l d  l i n k  s t a t e  a n d  l o c a l  

g o v e r n m e n t  p e r  c a p i t a  s p e n d i n g  i n c r e a s e s  to the g r o w t h  in  p o p u l a t i o n  

a n d  the r i s e  in the n a t i o n a l  C o n s u m e r  P r i c e  Index. I n  b o t h  s t a t e s ,  

s i z e a b l e  u n d e c i d e d  b l o c k s  of v o t e r s  a p p a r e n t l y  hold  the k e y  to p a s s a g e  

or  d e f e a t  of the p r o p o s a l s .  T h o u g h  the o u t c o m e  in t h e s e  two s t a t e s  

is by  n o  m e a n s  c e r t a i n  as in o t h e r  s t a t e s ,  it a p p e a r s  to i n d i c a t e  

s u b s t a n t i a l  p u b l i c  s u p p o r t  d o c u m e n t e d  in n a t i o n a l  s u r v e y s  for  l i m i t i n g  

a n d  c u t t i n g  taxes.

B a l l o t  p r o p o s a l s  in ten of the s t a t e s  f o l l o w  two b a s i c  p a t t e r n s .  P r o p­

o s i t i o n  1 3 - t y p e  l i m i t s  o n  p r o p e r t y  t ix l i a b i l i t y  a r e  o n  th e b a l l o t s  in 

I d a h o  (one p e r c e n t  s t a t u t o r y  l i m i t ) , M i c h i g a n  (T ise h A m e n d m e n t  w h i c h  

h a l v e s  p r o p e r t y  t axes a n d  l i m i t s  a s s e s s m e n t  i n c r e a s e s ) , N e v a d a  (one 

p e r c e n t  c o n s t i t u t i o n a l  l i m i t  w h i c h  h a s  to b e  p a s s e d  b y  v o t e r s  in  two 

s u c c e e d i n g  e l e c t i o n s )  a n d  O r e g o n  (one a n d  a h al f  p e r c e n t  c o n s t i t u t i o n a l  

l i m i t ) .  A l a b a m a  v o t e r s  w i l l  c o n s i d e r  a c o n s t i t u t i o n a l  r e f e r e n d u m  w h i c h  

n o t  o n l y  i n c r e a s e s  the n u m b e r  of p r o p e r t y  c l a s s e s ,  b u t  a l s o  l i m i t s  

p r o p e r t y  t a x e s  l i a b i l i t i e s  w i t h i n  e a c h  c l a s s i f i c a t i o n .

V o t e r s  in s e v e n  s t a t e s  w i l l  c o n s i d e r  c o n s t i t u t i o n a l  measu: ? w h i c h

l i m i t  o v e r a l l  s t a t e  s p e n d i n g  or  t a x i n g  po wer . Of c o ur se,  t h e  c e n t r a l  

d i f f e r e n c e  a m o n g  the p r o p o s a l s  is w h e t h e r  they l im it  s p e n d i n g ,  as  do



t h e  m e a s u r e s  p r o p o s e d  i n  A r i z o n a ,  C o l o r a d o ,  H a w a i i ,  N e b r a s k a ,  O r e g o n  

( r e f e r e n d u m ) ,  a n d  T e x a s  (s ta t e  s p e n d i n g ) ,  or w h e t h e r  th e y  l i m i t  th e 

a m o u n t  of t a x e s  to b e  l e vi ed , as  i n  Idaho, M i c h i g a n  (both H e a d l e e  a n d  

T i s c h  p r o p o s a l s ) ,  N e v a d a ,  O r e g o n  (both r e f e r e n d u m ,  w h i c h  r e d u c e s  

p r o p e r t y  taxes, a n d  i n i t i a t i v e )  a n d  T e x a s  (limit o n  l o c a l  p r o p e r t y  

tax; p r o h i b i t i o n  of i n c o m e  taxes). 3 u t  o n  a m o r e  t e c h n i c a l  l e v e l ,  the 

m a j o r  s i m i l a r i t i e s  o r  d i f f e r e n c e s  among t h e s e  p r o p o s a l s  c e n t e r  o n  t h r e e  

issu es:  the b a s i s  o f  t h e  limit; the m e a n s  b y  w h i c h  t h e  l i m i t  c a n  b e

e x c e e d e d  o r  t a x e s  c a n  b e  c h a n g e d ,  u s u a l l y  e x t r a o r d i n a r y  m a j o r i t i e s ) ;  

and,  the t r e a t m e n t  of l o c a l  g o v e r n m e n t  i n  t e r m s  of e x t e n d i n g  the l i m i t  

a n d / o r  p r o v i d i n g  p a y m e n t  f o r  s t a t e - m a n d a t e d  pr o g r a m s .

B A S I S  O F  L I M I T

S t a t e  p e r s o n a l  i n c o m e  f o r m s  the  b a s i s  of th e s t a t e  s p e n d i n g  l i m i t s  

i n  A r i z o n a  (sta te  s p e n d i n g  is l i m i t e d  to s e v e n  p e r c e n t  of a g g r e g a t e  

p e r s o n a l  i n c o m e ) , t h e  s t a t e  t a x i n g  l imit in M i c h i g a n  (the " H e a d l e e  

a m e n d m e n t , "  w h i c h  l i m i t s  r e v e n u e s  to the r a t i o  of t o t a l  r e v e n u e  to 

p e r s o n a l  i n c o m e  is m u l t i p l i e d  b y  the p r e v i o u s  y e a r ' s  a g g r e g a t e  

p e r s o n a l  in co me ), a n d  th e O r e g o n  s p e n d i n g  l i m i t  (the g r o w t h  i n  s t a t e  

s p e n d i n g  " s h a l l  be  n o  g r e a t e r "  t h a n  the r a t e  of g r o w t h  in O r e g o n  p e r s o n­

a l  income ). N e w  J e r s e y ' s  1 9 7 6  s t a t u t o r y  l i m i t  o n  s p e n d i n g  is  t i e d  

to the p e r c e n t a g e  a n n u a l  i n c r e a s e  in t o t a l  s t a t e  p e r s o n a l  i n c o m e .

I n  T e x a s  a n d  N e b r a s k a  a flat p e r c e n t a g e  limit, l i k e  C o l o r a d o ' s  1 9 7 7  

s t a t u t o r y  s e v e n  p e r c e n t  s p e n d i n g  lid, w i l l  be  c o n s i d e r e d .  N e b r a s k a ' s  

p r o p o s e d  f i v e  p e r c e n t  l i m i t  a p p l i e s  to l o c a l  g o v e r n m e n t  s p e n d i n g  only. 

T h e  T e x a s  r e f e r e n d u m  c a l l s  fo r a m a x i m u m  te n p e r c e n t  i n c r e a s e  in 

S t a t e  a p p r o p r i a t i o n s  f r o m  b i e n n i u m  to b i e n n i u m ,  a n d  p l a c e s  a  f i v e  

p e r c e n t  c e i l i n g  o n  l o c a l  p r o p e r t y  taxes (as o p p o s e d  to s p e n d i n g ) .

C o l o r a d o  v o t e r s ,  as m e n t i o n e d ,  w i l l  c o n s i d e r  a c o n s t i t u t i o n a l  l i m i t  

w h i c h  c a l i b r a t e s  i n c r e a s e s  i n  pe r c a p i t a  s t a t e  a n d  l o c a l  s p e n d i n g  to the 

i n c r e a s e  in the C o n s u m e r  P r i c e  i n d e x  ov e r  the p r e v i o u s  y e a r  a n d  g r o w t h  

i n  p o p u l a t i o n .  F i n a l l y ,  the H a w a i i  C o n s t i t u t i o n a l  C o n v e n t i o n  h a s  

p l a c e d  a m e a s u r e  o n  the N o v e m b e r  b a l l o t  w h i c h ,  l i k e  T e n n e s s e e ' s  1 9 7 8  

c o n s t i t u t i o n a l  a m e n d m e n t ,  l i m i t s  the g r o w t h  in s t a t e  s p e n d i n g  to the 

" e s t i m a t e d  r a t e  of g r o w t h  in the s t a t e  ec on omy , as d e t e r m i n e d  b y  l t w . "  

(In T e n n e s s e e ,  this is f o r m u l a t e d  by an  e c o n o m e t r i c  m o d e l  w h i c h  

d e t e r m i n e s  the g r o w t h  in t o t a l  s t a t e  p e r s o n a l  i n c o m e ) .

R E Q U I R E M E N T S  F O R  E X C E E D I N G  

L I M I T S  O R  C H A N G I N G  T A X E S

In A r i z o n a ,  C o l o r a d o ,  H a w a i i  and T e x a s  p r o p o s e d  s p e n d i n g  l i m i t s  n n  be 

e x c e e d e d  b y  a 2/3 v o t e  of the m e m b e r s  of e a c h  l e g i s l a t i v e  h o u s e .  T h e



M i c h i g a n  " H e a d l e e  a m e n d m e n t "  r e v e n u e  l i m i t  c a n  a l s o  b e  e x c e e d e d  b y  a  

2/3 v o t e  of t h e  l e g i s l a t o r s ,  a t  t h e  g o v e r n o r ' s  r e q u e s t  to d e c l a r e  a n  

e m e r g e n c y .  N e b r a s k a  l o c a l  s p e n d i n g  c o u l d  b e  i n c r e a s e d  w i t h  a  m a j o r i t y  

v o t e  b y  " q u a l i f i e d  v o t e r s  v o t i n g , "  b y  a 4 / 5  v o t e  of the  l e g i s l a t u r e ,  o r  

b y  a n  i n c r e a s e  i n  p o p u l a t i o n  o v e r  f i v e  p e r c e n t .

I n  I d a h o ,  N e v a d a  a n d  O r e g o n  t h e  p r o p e r t y  t a x  l i m i t  p r o p o s a l s  c o n t a i n  

r e q u i r e m e n t s  f o r  a  2 / 3  v o t e  o f  t h e  l e g i s l a t u r e  to e n a c t  n e w  t a x e s  or  

c h a n g e  e x i s t i n g  o n e s .  T h e  O r e g o n  r e f e r e n d u m  (as o p p o s e d  to  i t s  i n i t i a t e d  

P r o p o s i t i o n  1 3  p r o p o s a l )  r e q u i r e s  t h a t  a n y  i n c r e a s e  of  m o r e  t h a n  f i v e  

p e r c e n t  i n  a  p a r t i c u l a r  tax  s o u r c e  r e c e i v e  a 2/3  f a v o r a b l e  v o t e .

L I M I T S  A N D  L O C A L  G O V E R N M E N T

O f  t h e  s e v e n  s t a t e s  w i t h  o v e r a l l  t a x  or s p e n d i n g  l i m i t  p r o p o s a l s ,  o n l y  

two  m e a s u r e s  i n  A r i z o n a  a n d  H a w a i i  a p p l y  l i m i t s  to t h e  s t a t e  l e v e l  

o n l y .  N e b r a s k a ,  C o l o r a d o ,  T e x a s  a n d  M i c h i g a n  a p p l y  f a i r l y  s t r i c t  l i m i t s  

o n  l o c a l  g o v e r n m e n t s .  T h e  N e b r a s k a  l i m i t ,  a s  n o t e d ,  a p p l i e s  o n l y  to 

l o c a l  g o v e r n m e n t .  T h e  C o l o r a d o  m e a s u r e  a p p l i e s  t h e  s a m e  C P I  a n d  

p o p u l a t i o n  l i m i t  to b o t h  s t a t e  a n d  l o c a l  s p e n d i n g ,  w h e r e a s  t h e  M i c h­

i g a n  H e a d l e e  a m e n d m e n t  l i m i t s  i n c r e a s e s  i n  l o c a l  p r o p e r t y  t a x e s  to 

c h a n g e s  i n  " G e n e r a l  P r i c e  L e v e l "  o n l y .  F i n a l l y ,  a s  n o t e d ,  t h e  T e x a s  

p r o p o s a l  l i m i t s  l o c a l  p r o p e r t y  t a x e s  to a l l  f i v e  p e r c e n t  i n c r e a s e s .

T h e  O r e g o n  r e f e r e n d u m  e s s e n t i a l l y  l e a v e s  t h e  d e t e r m i n a t i o n  o f  l o c a l  t a x  

l i a b i l i t y  to t h e  v o t e r s ,  w h e r e  th e r e s p o n s i b i l i t y  a l r e a d y  l i e s .

T h e  i s s u e  of  s t a t e  m a n d a t e s , or, m o r e  g e n e r a l l y ,  s t a t e  r e i m b u r s e m e n t s  

to l o c a l  g o v e r n m e n t s ,  i s  b e c o m i n g  i n c r e a s i n g l y  i m p o r t a n t  a s  l o c a l  

r e v e n u e s  a r e  l i m i t e d .  T h r e e  of t h e s e  s e v e n  p r o p o s a l s — t h e  M i c h i g a n  

H e a d l e e  a m e n d m e n t ,  H a w a i i ' s  b a l l o t  m e a s u r e  a n d  C o l o r a d o ' s — c o n t a i n  

p r o v i s i o n s  w h e r e b y  t he  s t a t e  p a y s  f o r  a n y  i n c r e a s e d  c o s t s  i n c u r r e d  b y  

p r o g r a m s  it t r a n s f e r s  to or m a n d a t e s  o n  l o c a l  g o v e r n m e n t .  T h e  O r e g o n  

r e f e r e n d u m  c o n t a i n s  p e r h a p s  the  m o s t  s t r a i g h t  f o r w a r d  p r o g r a m  of 

s t a t e  a i d  to l o c a l  g o v e r n m e n t .  U n d e r  it, t he  s t a t e  r e i m b u r s e s  l o c a l  

g o v e r n m e n t s  f o r  c i t i z e n  p r o p e r t y  t a x  r e d u c t i o n s  of up  to $ 1 5 0 0  p e r  

t a x p a y e r .

O T H E R  B A L L O T  P R O P O S A L S

V o t e r s  i n  sire o t h e r  s t a t e s  w i l l  c o n s i d e r  r e l a t e d  p r o p o s a l s .  I n  I l l i n o i s  

a n d  in m o s t  s t a t e  s e n a t o r i a l  d i s t r i c t s  i n  M a s s a c h u s e t t s ,  v o t e r s  c a n  

r e g i s t e r  t h e i r  s u p p o r t  of s p e n d i n g  l i m i t s  b y  v o t i n g  f o r  a d v i s o r y ,  n o n­

b u i l d i n g  p r o p o s a l s .  A r k a n s a s  a n d  N o r t h  D a k o t a  v o t e r s  w i l l  c o n s i d e r



r e f o r m s  in  s t a t e - g e n e r a t e d  taxes, r e m o v i n g  fo o d  f r o m  the s a l e s  t a x  in  

A r k a n s a s  a n d  r e d u c i n g  i n c o m e  t axe s i n  N o r t h  D a k o t a .  M i s s o u r i  v o t e r s  

c a n  e n a b l e  t h e  l e g i s l a t u r e  to a d o p t  p r o p e r t y  t a x  r o l l - b a c k s .  F i n a l l y ,  

S o u t h  D a k o t a  v o t e r s  w i l l  d e c i d e  w h e t h e r  a  t a x  c h a n g e  or i n c r e a s e  

w i l l  r e q u i r e  a  2/ 3 v o t e  of the l e g i s l a t u r e .

C o p i e s  of b a l l o t  m e a s u r e s  f r o m  A r i z o n a ,  C o l o r a d o ,  H a w a i i ,  M i c h i g a n ,  

N e b r a s k a ,  O r e g o n  a n d  T e x a s  a r e  a v a i l a b l e  i n  t h e  N C S L  D e n v e r  o f f i c e ,  

attn: W. A u s t e r m a n n .



STATE ACTIVITY:TAX AND SPEND IN G  LIM ITS  
AND RELATED MEASURES

September 1978
Concrete mcicatton 

th»l legulaiuros 
will consider 

significant tas
November. 1973 rolorm proposals 
Ballot Proposal' In 1979 sessions

ALABAMA
•

Relerencum to increase numcar c l crcaerty 
lax ciassihcauons. orombits crcoacy tax 
from exceecmg variaoie oercentagy c l 
lair marnet value

ALASKA NTLCr resorts activity: 3 cities nave itcai 
initiative campaigns let tax limits.

ARIZONA
•

Reterenaum-constituticnai amencma.ot 
calling lor 7% limit ol state sersorai income 
cn state scenoing lid

ARKANSAS • initiative to eliminate sales tax cn tccc.
CALIFORNIA in accinon to Preposition 13. Caulcrma 

Legislature oasseo a one-ume tax crecit 
tor state mccme taxes ana mstitutea 
mcexation c l income tax oracitets anc 
oersonal axemouon.

COLORAOO
•

Initialed csr.sbtulicnii am encr ent :s limit 
state soencir.gjo me grbwtn ol me 
Consumer Once mcex

CONNECTICUT NTCL flushing TELTT Constitutional 
Amerernenr lor legislature '0 rele- :o voters •

DELAWARE Legislature iimitea aooro xiions to 38?; 
ol anticipated revenues, ijovernor 
supporting constitution amencment 
reauirmg 3/3 vote ol legislature lo increase 
taxes

FLORIDA interim commmee stuaying various colions. 
1979 legislative action a gcoo cossiotlity

GEORGIA Observers nrecict legislative action cn TcL 
m 1979 sets on Several cities instituting a 
1°; sales l jx as a orooerty rax reiiel measure

•

HAWAII
•

Consiiluuonai Convention will reler TEL 
aimosi loontieal lo Tennessee amencment 
on November oalioi. exceot that it reomreO 
a vote to exceed limit

IDAHO
•

Statutory initiative wnicn. like Proocsidon 
13. limits orooerty laxes to 1% aciuai market 
value and cans lor 2/3 legislative vote to 
cnances taxes.

ILLINOIS • Advisory, ncn-cmaing oallot measures ask­
ing wnether there snould j « soencmg emits •

INOIANA Noacnvity preaicteo until legislative session, 
at which time current orooerty tax limits 
expire

IOWA Strict local lies already in olaee. Constitu­
tional TEL would require aooroval of 2 
consecutive legislative sessions

KANSAS No initiative process. Citizen advisory com- 
minou is studying issue PcssiOilily c l local 
sales tax to reduce orooertv lax ourcen

•

KENTUCKY No action until legislature convenes in 
1980 Various guoernaional canoicaies are 
suooorting limits, but no evictnce ol 
unilieo activity

LOUISIANA Mo activity currently. In 1974. revised can- 
stilulion aaootea wmcn exemois first 150 000 
of assessed resioonco value from orooeny 
tax Legislature recently reiecteo mcexation

MAINE togiiia lure rolerreo nothing to November 
ballot curing Seot 1978 soecial session 
Consiiluuonai vs statutory limit was at issue 
probaoie session activity

•

MARYLAND Cihton oentions being circuiaiea to oressure 
legislature lo jcoot TEL

MASSACHUSETTS TELconimuiional ainencmeni oasseo Oy 
1978 Legislatures Musi Oe oasseo agsm lo 
go cn 19U0 ballot Advisory initiative in moil 
stale Senatorial districts, calling lor TEL 
Cititon oemion drive tor 2 'j\  limit cn 
orooorrv taxes

MICHIGAN

•

3 consiiluuonai initiatives nave auauliea lor 
the bailor Heaolee Amencment ties state 
soendmg to growth in oersonal incomo Tiscn 
property lax limit halves oiooerty taxes and 
limns assessment increases Voucher edu­
cation prooosai also on oailot Hoacive and 
Tiscn amencmenis lacing court ena'lenqos

MINNESOTA Business drive to roduce taxes Legislature 
will catisicer sates lax rupiacemem lor 
broom rv taxes

•

MISSISSIPPI No ac ivity rnoorted Accorcing 10 CAPE, 
bunding school funding case cooic attoct 
lax structure

•

MISSOURI
•

Roterenaum id ameno constitution :o 
authorize 'egis'anve roii-oace ol mm lovies 
,m ruseonse 'or example lomltaied 
assessments .

MONTANA Call lor special session on this .stuo ije«,„ 
Oy 4 votes 1979 session activity predicted E

NEBRASKA • i*, limn on local government soencmg

Concrete indication 
that Loqislatures 

will consider
-  ». significant tan
o uJ,mo ' T? relorm orooosau Ballot Proposal- in 1979 Ja„ , 00 :

NEVADA
•

Constitutional initiative to nmit orooeny 
taxes to t ' i  of full casn value -Must co 
oassec cy voters in 2 succeeding elections. 
tnern|=-e. coulcn t go into effect until 1980

NEW HAMPSHIRE Soeaner nas esiaoliineo Task Force, con­
sisting of 5 key chairmen to sluoy lax and 
soencmg limns. •

NEW JERSEY 1976 Statutory soenomg limit continued Cy 
1978 General Assemoly -Soercing nco to 
growtn in aggregate oersonal income.I

NEW MEXICO No activity reoortec. in 1973 sessicn. leg­
islature enacted 10% Lo on orooerty tax 
assessment increases. Legislature may con- 
sioer maexation

NEW YORK Limitation, cunamng state soencmg to Qn 
aggregate oersonal income, mtrocuceo in 
legislature

•

NORTH CAROLINA No activity < oecteo unni 1979 Legislative 
Session •

NORTH DAKOTA
•

Statutory mitnctvo lo reduce individual in­
come 'ax rates, increase number of income 
lax brackets, ana lo increase corporate 
income tax rates.

OHIO No action unlit I979oanot.
OKLAHOMA No activity reoorteo. Measure to roceai ail 

cirect taxation was disouaiilieo on recnmcal 
grounes.

OREGON

•

Two oaiioi orcoosais: initiated constitution 
amenomeri limning orooeny taxes to 1V, of 
197S fair narker value. Legislature refer­
red measure wmch calls (or o TEL and 
residential prcosny lax reduction; of uo to 
S1300 wi’.lt state reimoursmg local qcvem- 
menis.

PENNSYLVANIA Move it esiaohsn muiauva orocess. Grouo 
aisopuinina Proposition 12' aJarvnJike 
limit which must be oassed in 2 sessions ol 
Ihe teg slalure to aooear on ballot

RHODE ISLAND No activity anucioaieo unni legislative ses­
sion. during wnicn lax relief measures and 
Prooosmon 13 orooosai will te  considered.

•

SOUTH CAROLINA Legislature will consioar proocsai lo allow 
initiatives and measure to lime income taxes O

SOUTH OAKOTA • Relerencum to rnaui/o 2/3 vale by Legis­
lature or ceoole to increase laxes

TENNESSEE Consiiluuonai amendment oasseo in March. 
1978 to limit soendmg lo 'growin in stata 
ccomony. Ihe measure ot wmcn to bo 
established by Legislature. 1979 Legislature 
will orooabiy use some measuro ot Deisonal 
income

TEXAS
•

Referendum measure in limit state appro­
priations. reduce props ry taxes and prohibit 
income >sxes

UTAH Hcinronau n pennon to 1979 t egmaiuro to 
remove sales tax on looo. Substantial 
legislator interest in statutory TELS Prco-13 
type miiiative gamereo enougn signatures: 
oio not auality because ol technicality

•

VERMONT No ncuvuy reoorteo Because ol no mitia- 
tivo prov.sion none likely until 1979 Legis­
lative session

VIRGINIA Grouo cusnmg lo nave Legislature consider 
limitation on (axes as oerceniags ot 
personal income Pretiled bills on lax and 
budget reform

•

WASHINGTON Petition to 1973 Legislature calling lor TEL. 
Through procedure, m anure goes on ballot 
even if logislaiure vmes aqsmsi it

•

YJEST VIRGINIA 1932 lax limit still in force Will have ballot 
prooosai cnangmo voter percentage level 
lo pass bonds No indication ol lax revo lt4 
hero

WISCONSIN 1978 Tax Relorm Commission evaluating 
Current lax mix and burden Connoenng 
measures such as inoexalion etc.

•

WYOMIND Profiled bit's to remove sales lax on lood 
ami lo enact TEL Governor proposing ro- 
Iqronoum to reduce orooeny taxes by 33%. 
miking up lost rovenue throuqn 5% 
severance tax increase

«

•Thu inciuces ail measures General hmiiauon croooials will aocear on
bailors in Anzen.1 Colorado. h.iwjh, Michigan. Nebraska 'iccai soenoinq).Novaca. Oregon ana Tunas
'This column r»i»rs lo ihoso stales in which cc lin ilo  acliviry is mrtic.iluJ. miner 
thrcugn citizen petition oroliteo bnl* guoematona1 acuan sic, It is by no means, 
meant lo c# comorenensivo 
MY'.Cr N llicna i Ta» i -cuiion Committee
TOt' .x auu'u i.mnl. usually calibrating stale soencmg to somo Measure 
Ol sia'.u eCCh' rrn . r,rr,v,tli
Source NCSL stall compilation and uocate boned on recent surveys done by the 
Conuiion cl Amor car Public employees iCAPE 1 ano me Educational Commission 
c l t ie  States , ; s i
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C a l i f o r n i a R F L ,  S c R f ,  L g N
C o l o r a d o

I n i t i a t i v e  §1 R V L ,  S c N
I n i t i a t i v e  #2 E V L ,  S c R f ,  L g Y

I d a h o R F L ,  S S t R f , L g N

M a i n e E V L ,  S c R f y
M a s s a c h u s e t t s

I n i t i a t i v e R V 5 c R f ,  L g y
L e g i s l a t i o n R V L ,  S c R f Y

M i c h i g a n R V L, S C R f ,  Lg Y

N e b r a s k a

I n i t i a t i v e E F L c R f ,  Lg N

L e g i s l a t i o n R F L St R f ,  Lq y
N e w  J e r s e y E F L St R f ,  Lg Y

O r e g o n R F L, S c R f ,  Lg N

T e n n e s s e e E V • t C Lg Y

K a y  to C h a r t

L i m i t  «  T y p o  o f  l i m i t a t i o n  p l o c c d  o n  t h e  u n i t  o f  g o v e r n m e n t .
R » R e v e n u e  E  =  E x p e n d i t u r e

G r o w t h  «  T y p e  o f  g r o w t h  r a t e  a l l o w e d  t o  a u n i t  o f  g o v e r n m e n t .
F = F i x e d  p e r c e n t a g e
V  “ V a r i a b l e ,  e . g . ,  C P I ,  p e r s o n a l  i n c o m e ,  e c o n o m i c  g r o w t h ,  e t c .

L e v e l  o f  G o v e r n m e n t  »  U n i t s  of g o v e r n m e n t  a f f e c t e d .
L = L o c a l  S =  S t a t e

L e g a l  « L e g a l  i m p a c t  o f  p r o p o s a l .
C o C o n s t i t u t i o n a l  S t  *» S t a t u t o r y

O v e r r i d e  - In w h a t  m a n n e r  t h e  l i m i t a t i o n  c a n  b e  e x c e e d e d .
Rf =» R e f e r e n d u m  L g  - L e g i s l a t i v e  a c t i o n

M a n d a t e  -  I s  t h e r e  s o m e  f o r m  o f  r e i m b u r s e m e n t  t o  l o c a l  g o v e r n m e n t  f o r  n e w
o r  i n c r e a s e d  s e r v i c e s  m a n d a t e d  b y  s t a t e  g o v e r n m e n t  o r  t h e  c o u r t s ?

Y a Y e s  
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OREGON LEG ISLATIVE A SSEM BLY -1978 Special Session

Enrolled
House Joint Resolution 84

Sponsored by C O M M ITTEE  O N  PRO PER TY  TA X  R E L IE F  A N D  
E X P E N D IT U R E  L IM ITA T IO N

Be It Resolved by the Legislative Assembly of the S tate of Oregon:

Parab raph 1. rrhe Constitution of the S tate of Oregon is amended by creating a  new 
A rtic le  to be known as A rticle lX a  and to read:

A R T IC LE  IX a

S E C T IO N  I . For each fiscal year beginning on and after Ju ly 1, 1979 , the 
leg is la tiv e  Assembly shall provide for the payment T  one-half of the ad valorem  
property axes imposed upon each owner-occupied principal residence from the personal 
income tax receipts of the state. However, the am ount of taxes paid for each residence 
shall not exceed $1 ,500  for 1979 -1980 . For each year thereafter, the Legislative 
A skc mbly m ay increase the maximum  amount of taxes payable.

S E C T IO N  2. The Legislative Assembly shall provide for refunds by the state from  
personal income tax receipts lo renters of that portion of rent paid for property taxes on 
principal residences estimated lo provide individual relief equivalent to that provided 
homeowners hy sec tion 1 of t his Article.

S E C T IO N  (1) Each biennium , grow th of ■date governmental operating expenses 
for general governmental purposes shall he no greater than the rate of grow th of 
personal income in Oregon in the two preceding calendar years. However, for the 
1979-1981 biennium  the base to w! ch the rate of growth applies shall equal 95 percent 
of sta te governmental operating expenses in the 1977 -1979 biennium . Payment . under 
sections 1 and 2 c f this A rticle , debt service and expenditures reimbursed hy local 
governments shall not he considered operating expenses.

(2 ) A fte r Ju ly I, 1979, whenever the balance in r'venues availab le for state 
governmental opciating expenses .-t the end o f a biennium exceeds the amounts 
appropriated for such expenses for ti.a t biennium hy two percent or m ore, the total 
amount of the excess shall he distributed to personal income taxpayers proportionately  
to each taxpayer's personal income tax liability .

S E C T IO N  J. (1> The enactmeuL of any lax measure that increases sta te revenues 
from a tax category hy more than five percent, of the state revenues from tha t category 
in the preceding biennium shall require the affirm ative vote of two-thirds of the 
members o f each house of the leg is la tiv e  Assembly.

(2 ) Th is section shall not apply to any measure referred to the people by the 
IiOgislat ive Assembly.

S E C T IO N  5. H ) No school or other local government expenditures for 
governmental operating purposes derived from ad valorem  property tax revenues shall 
increase in any year at an annual rate in excess of the rate of increase w ithin Ihe school 
or local government in population served adjusted hy price changes blit the lim itation  
shall nol be less than the tax base authorized under section I I ,  Article XI of this 
Constitu tion . Expenditures for capital construction , expenditures for the payment o r



* bond principal and interest and expenditures for the payment o f contractual obligations
where the obligations were incurred and their payment ou t o f ad valorem  property tax 
revenues was approved by the voters prior to December S I , 1978 , shall not be construed 
as governmental operating expenses.

(2 ) The lim itation  imposed by th is section may be exceeded by the school or local 
government voters. No portion of any additional property tax levied as a resu lt of such 
vote shall be paid by the Legislative Assembly under sections 1 and 2 of th is A rticle . 
The am ount o f any additional expenditures over the lim itation authorized by the voters 
shall be excluded in determ ining the amount of perm itted expenditures in the 
subsequent year. If an election is required to exceed the tax base in order to reach the 
expenditure lim itation , the ballo t used a t the election to exceed the base shall bear 
substantially the following statement: "If this m easure is approved, 50 percent of the 
taxes on each owner-occupied residence up to $ 1 ,500  w ill be paid by the state and 
comparable tax relief will be giveq to renters.” The ballot used a t the election to exceed 
the expenditure lim itation described in th is section shall bear the statement: "If th is
m easure is approved, $ ________ of the taxes levied will be financed completely by local
property taxpayers w ithout any state payment under A rtic le  IX a  of th is Constitu tion .”

(3 ) No portion of either the taxes levied serially for capital construction approved by 
the voters a fte r December 31 , 1978 , or the taxes levied for the payment of bond 
principal and interest on bonds approved by the voters a fter December 31 , 1978 , shall 
be paid by the Legislative Assembly under sections 1 and 2 of th is  Article .

(4 ) No local government shall declare an emergency in any measure regulating  
taxation or exemption.

S E C T IO N  6. (1 ) The assessed value of property in Oregon shall be th a t assessed 
value determ ined as of January 1, 1979. New property, newly constructed properly or 
additions to existing property shall be assessed a t values as if the property were first 
placed on the assessment and tax roll as of January  1, 1979 . The 1979 Legislative 
Assembly shall review, study and revise as necessary the statutes and practices 
affecting the apportionment of ad valorem  taxes among the taxable properties.

(2 ) T h is section shall expire and stand repealed on December 31, 1980.
S E C T IO N  7. T he Legislative Assembly shall enact legislation to carry out the 

provisions of th is  Article .
S E C T IO N  8 . If this ballo t measure and Ba llo t M easure N o . 6 a rc  both approved, 

the ballot measure receiving the greater number of affirm ative votes shall become part 
of this Constitution and the other ba llo t measure is repealed. T h is  section shall expire 
and stand repealed on January  1, 1979.

Paragraph 2. The amendment, proposed by this resolution shall be subm itted to the 
people for their approval or rejection a t the next regu la r general election held 
throughout th is state.

* * "
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A M E N D E D  IN A S S E M B L Y  F E B R U A R Y  28, 1978 

A M E N D E D  IN A S S E M B L Y  F E B R U A R Y  23, 1978 

A M E N D E D  IN A S S E M B L Y  F E B R U A R Y  16, 1978 

• A M E N D E D  IN A S S E M B L Y  F E B R U A R Y  9, 1978 

A M E N D E D  IN S E N A T E  J A N U A R Y  25, 1978 

A M E N D E D  IN S E N A T E  J A N U A R Y  17, 1978 

A M E N D E D  IN S E N A T E  J A N U A R Y  1G, 1978 

; A M E N D E D  IN S E N A T E  M A Y  '23, 1977 

A M E N D E D  IN S E N A T E  M A R C H  21, 1977 

A M E N D E D  IN S E N A T E  M A R C H  10, 1977

SENATE BILL No. 1

Introduced by Senator Behr 
(Principal coauthors: Senators Beverly, Gregorio, and

Rains)
(Senate coauthors: Senators Mills, Alquist, Cusanovich, 
Marks, Robbins, Roberti, Ayala, Presley, and Sieroty) 

(Assembly coauthors: Assemblymen Arnett, Greene, Hart, 
Imbrecht, Keene, Levine, Rosenthal, Vincent Thomas, 
Tucker, and Wornum)

December 6, 1976

i *

0

An act to amend Section 27421 of the Government Code, to 
amend Sections 253^ 2260, 2264, 2265, 2305, 2306, 2307, 2308, 
2309, 2325, 2325.1,2611.5, 11401, 11403, 17053.5,470S3r4r 17505, 
£!050'>7 20542, 20543, and 20544 of, to add Sections 37, 253.6, 
401.6, 1603.5, 2187.5, 2234t4; 2261, 2263, 470313; 4-7GG2~t; 
47033*7 470G&3; 43463^ 283G&r4 and 20505.2 to, to add Article 
10 (commencing with Section 2350)- to Chapter 3 of Part 4 of 
Division 1 of, to add Division 3 (commencing with Section
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50000) to, and to repeal Sections 2261, 2262, 2263, 2263.1, 
2263.2,2266, and 2267 of, the Revenue and Taxation Code, and 
to amend Sections 11008.4, 12400, and. 14150 of the Welfare 
and Institutions Code, relating to taxation, making on 
appropriation therefor; and declaring the urgency thereof, to 
take effect immediately.

LEG ISLA T IVE  COUNSEL ’S D IGEST
SB 1, as amended, Behr. Taxation.
Under existing law, all taxable property on the secured roll 

is subject to taxation at the same rate, while property on the 
unsecured roll is subject to taxation at the rate applied to the 
secured roll for the prior fiscal year, and the first $7,000 of the 
full value of an owner-occupied dwelling is. exempted from 
taxation.
This bill would provide for the taxation of owner-occupied 

dwellings at a different rate than other taxable property.
Existing law limits the maximum property tax rate which 

may be levied by local agencies.
This bill would revise the method of computing maximum 

property tax rates so that local agencies shall receive a speci­
fied amount of tax revenues, reduced by certain reduced costs 
cf specified 'social service programs.
Existing law authorizes a $37 credit against taxes due under 

the Personal Income Tax Law for qualified renters. If the 
amount of the credit exceeds income tax liability, the excess 
is paid to the claimant.
This bill would change the amount of the credit or payment 

to $75, commencing with taxable years beginning on and after 
. January 1, 1978.

Under existing law, payments of state funds are made to 
homeowners and renters 62 years of age or older on the basis 
of a percentage (determined by total household income) of 
property taxes paid by homeowners or the statutory property 
tar equivalent presumed to be paid by renters.
This bill would extend oueh benefit-9 to tetaby disabled per/ 

sens; and would revise the schedule of benefits payable to 
homeowners and renters.

.li ifi.-f L :i <~T f L i f- .rx r \ r\ n a ! i ■->-> I'.nflA 11 L i ? r LtlLlXO LiiUl /XL iLOaJ.JLL'AUV.ii.ig a v t t t t ?  T ttV r t t u C J  I I w L  n T r j - r t /a t ?  t t  trtvv t j r t  t r r tr r lt ir trx  tJ w r  r e tu t

p roperty- but authorizes eounties and etties to impose sueh

taxes.-
This bib w ould;: with specified exceptions; impose a prefer/ 

enee tax of 5%-, or tn tdte ease of eertain individuals wire ere 
63 years of age or older; 3Vz%~, commeneiitg January T  19? St . 
on the income derived front the t-r-ansfer of eer-tain owner/
r>nm M U f 11'It .7-1 - Qjr t t  rPrl U lU  1 I rr*\Tt1 <}i>| A 21A44Iotrtrltp'rtjtt tnrtr ccritmt TrrtrtTriTC 11 un l tilt? at tit? err nun/
ewner/oeeupied dwellings; as defined by the bbh

Existing law does not limit the amount of revenues collect­
ed by the State of California.
This bill would set a state revenue limit which is increased 

annually by the percentage increase in California Personal 
Income multiplied by a revenue elasticity factor.
Under existing law, counties arc required to pay a specified 

share of the costs of the Supplementary Program for the aged, 
blind and disabled and specified Mcdi-Cal programs.
. This bill would alter counties’ shares of such programs ac­
cording to a formula.
The bid weu-ld itdse appropriate an unspecified amount to

I llA  AH 1 l/~\ ti i> l lr.n/ii All/ 1 /I u - u nm:/n h ai.yI: i /. lri/ni l  A/IAL11Vllv? \7v7n11 Ullv. I Jur UTlvTVttlTvti trtTvt 1* ItTC/lir JCItICI 11 tv/ t\J trtti tT̂vrti/
etes for costs meuered by t hei n pmeutmt to bus act; and would 
apiHopmte die sum of f;.3899$99 to the Controller for pay/ 
menta to leetd agencies for claims for additional reimljurse/ 
meet for state/ma-w-lated eosts appr-oved hy the State Beard 
of Ceotreb
This bill would become operative only if Proposition 8 on 

the ballot for the June 6, 1978, election is approved by the 
voters and Proposition 13 on such ballot is rejected by the 
voters, o r  i s  d e c l a r e d  u n c o n s t i t u t i o n a l  b y  t h e  c o u r t s .
The bill would take effect immediately as an urgency stat­

ute, but would specify various operative dates for its provi­
sions.
Vote: 2/3. Appropriation: y<?s- n o .  Fiscal committee: yes. 

State-mandated local program: yes.

T h e  p e o p l e  o f  t h e  S t a t e  o f  C a l i f o r n i a  d o  e n a c t  a s  f o l l o w s :

1 SECTION 1„ Section 27421 of the Government Code
2 is amended to read:
3 27421. The county assessor in each county who is
4 designated to perform the duty of assessing property for
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1 a local taxing jurisdiction shall, upon request of the ) $
2 governing body of such jurisdiction, excluding a school , j %
3 district, furnish not later than May 15th of each year an ' :
4 estimate of:
5 (a) The assessed value of owner-occupied dwellings, as
6 defined in Section 2261 of the Revenue and Taxation
7 Code, on the secured roll which will be common to both 0 *  0
8 the next succeeding fiscal year's secured roll and the
9 current roll, as defined by such section; and
10 (b) The assessed value of all property, other than
11 owner-occupied dwellings, on the secured roll which will
12 be common to both the next succee^ ng fiscal year's •
13 secured roll and the current roll, as defined in such
14 Section 2261.
15 Such request shall be made on or before February 20th
16 of each year. The estimate required herein shall contain
17 estimates of the total of each of the items contained on
18 the assessme it roll, including total assesse ' luation of
19 all owner-occupied dwellings and total asse valuation
20 of all properties, other than owner-occupieci dwellings. 0
21 SEC. 2. Section 37 is added to the Revenue and
22 Ta: ation Code, to read:
23 37. Any reference to property tax rate used in this
24 code shall be deemed to refer, where applicable, to the
25 differential tax rates established by Chapter 3
26 (commencing with Section 2201) of Part 4 of Division 1.
27 SE€t 3t Seefitm £583 of die Revenue end Taxation
28 Gode is amended to readt
29 2odr&r Any person wlm is Ihe owner or tuwessee of
3 0  property to wbieh (-he hem-eownmT property Re*

31 exemption npphex shall submit to the assessor an
32 affidavit-; giving any information required by the board:
33 Sueh information slufil mokic-l-e; but shtdl not be limited to; 0
34 the name and soeial seeurby number of the person
35 elnimm g  the exemption and the spouse of sueb pmxion;
3(i the address of the prejjertyr and a statement to the effect'
37 that tb • el turnout owned and oeeupied die property as Ins j

38 ptineiptd pktee of residence on tire lien date; or that lie
39 owns .nd intends to oeenpy the property as his pmieipal / A
40 plaee of vestdenee on the next succeeding hen dath: The ^

—  5 — SB 1

1 previsions of this paragraph are mandatory?
2 The homeowners- exemption; fifed hy the ow ner of a
3 dwelling as defined in Section 2T8; once granted for the
4 hOn/Td fiscal year or any liseaf year thereafter- shaff
5 retnthn in effeet until xeeb time as title to the property
6 changes-,- the owner dees not occupy the- ho m e as his

7 I'M--*ufn* i ~ s l n X  r f\r-;i * a v v  1 I ai,v ,■ f r- a ?  f 1~./~-J y l  rlIC 1 J J t i t  p t rn r r : .  t i t  I t C j l v iC i l b u  v7 tt v r rc r  *lv irii v. l  u  lC  j k d t  u i u

8 pr&ptrty is otherwise ineligible pumuont to the
9 provishns of Section 2tS.-
10 ff the exemption is lost lay the owner of the property
11 for any reason; he slroU fife a irew affidavit: requit ed by
12 this section in the same manner as a new evmer slndf file
13 one?
14 SEC. 4. Section 253.6 is added to the Revenue and
15 Taxation Code, to read:
L6 253.6. Any person who is not receiving or is not
17 eligible for the homeowners’ exemption who is the owner
18 of an owner-occupied dwelling may file with the assessor
19 an affidavit of eligibility for a separate valuation pursuant
20 to Section 401.6, giving any information required by the
21 board. Such information shall include/but not be limited
22 to, the name of the person making the claim, the address
23 of the property, and a statement to the effect that the
24 claimant owned and occupied the property as his or her
25 principal residence on the lien date.
26 The affidavit shal! be filed with the assessor any time
27 convenient to the taxpayer during normal working hours
28 of the assessor, but no later than 5:00 p.m. on April 15
29 preceding the fiscal year for which the claim is first
30 effective.
31 The board shall prescribe the form of the affidavit.
32 SK'-y. 5. Section 401.6 is added to the Revenue and
33 Taxation Code, tc read:
34 - 401.6. or each parcel of land for which the 
85 homeowners’ property tax exemption is claimed
36 pursuant to Section 218 or for which an affidavit of
37 eligibility under Section 253.6 has been filed, the assessor
38 shall assess the land and improvements on the entire
39 parcel of property and shall, if necessary, make a
40 determination of the value attributable to the i esidential
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1 dwelling as defined in Section 20508 of this code, and a
2 separate determination of the value of the remainder of
3 the property'.
4>. The board shall prescribe rules and regulations to
5 govern assessors when making separate valuations of such
6 residential dwellings.
7 The assessor shall transmit the separate valuation or
8 valuations of the residential dwelling and of the
9 remainder of the property to the auditor, who shall enter
10 the description or descriptions and the valuation or
11 valuations of the parcel on the roll, and shall compute the
12 amount of tax due thereon.
13 SEC. 7. Section 1603.5 is added to the Revenue and
14 Taxation Code, to read:
15 .1603.5. When an applicant requests a reduction in the
16 separate valuations made pursuant to Section 401.6,
17 whether the reduction is requested on grounds of
18 valuation of the entire parcel, on grounds of
19 misclassification of property attributable to the
20 residential dwelling, or lor any other cause, che county
21 b̂ iird shall make a determination of the full cash v alue of
22 the whole property and shall order a change in the
23 separate valuation or valuations only if the assessed value
24 of the "'hole requires equalization, or shall adjust the
25 separate valuations so that each is equalized and the 
25 value of the whole property is accounted fo.r.
27 The board shall be bound by the same principles of
28 separate valuation that are applicable to the assessor.
29 SEC. 8. Section 2187.5 is added to the Revenue and
30 Taxation Code, to read:
31 2187.5. Whenever separate valuations are made
32 pursuant to Section 401.6 the lien for unpaid taxes against
33 any one of the valuations shall be a lien against the entire
34 valuation of the property subject to separate valuation
35 which is under the same ownership.
^  SEG: &&? Seeker*. 2234-4- w added t-o the Revenue and 
a Ttwa-i.-km Gede; te f/eaeb
38 22-3-H-t There is hereby tq*prepr4a4ed five tnifiien
39 defiers te the Getkwlie-i* for payments te
40 leetd ageneies for ekims wkfok have been approved by

 .     ;  ̂ r

1 the Beard of G entrol ;pursuant te Article Te
2 Commencing with Section SSeO)- of Chapter 3 ef Part 4
3 of Division 1 of this eode?
4 SEC. 8.8. Section 2260 of the Revenue and Taxation
5 Code is amended to read:
6 2260. The maximum property tax rates for local
7 agencies shall be those established pursuant to the
8 provisions of this article or of Article 6, 7 or 8 of this
9 chapter (commencing with Section. 2201) and shall
10 exclude the following from the determination thereof:
11 (1) any property tax rate levied pursuant to Article 5 of
12 this chapter; (2) any property tax rate, levied pursuant to
13 a city charter procedure ordinance for the purpose of
14 paying principal and interest on assessment bonds or for 
1." the purpose of paying annual costs of rqaintenunce and
16 operation of improvements financed pursuant to city
17 charter procedure, when the levy is made in relation to
18 benefits derived and not in accordance with the last
19 equalized city or county assessment roll; and (3) any
20 property tax rate levied on behalf of a county
21 superintendent of schools.
22 SEC. 9. Section 2261 of the Revenue and Taxation
23 Code is repealed.
24 SEC. 10. Section 2261 is added to the Revenue and
25 Taxation Code, to read:’
26 2261. (a) The maximum property tax rate which may
27 be levied by, or on behalf of, a local agency on
28 owncr-oeciipicd dwellings shall be a property tax rate
29 which, if applied to common dwellings on the current
30 fiscal year’s secured roll would produce an amount of
31 property tax roven.ie equal l.o the amount which would
32 have been received in the prior fiscal year had the prior
33 year s secured tax rate for owner-occupied dwellings
34 been applied to the prior year's assessed value of common
35 dwellings adjusted by the percentage change in price
36 deflator,
37 A local agency may levy a property tax rate on
38 owner-occupied dwellings lower than the maximum rate
39 computed pursuant to this subdivision, but no lower than*
40 a rate which would produce the same amount of property
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1 tax revenue from common dwellings as was derived from
2 such dwellings in the prior year.. If a local agency wishes
3 to levy a tax rate on owner-occupied dwellings lower th an
4 that provided for in this subdivision, it must do so
5 pursuant to subdivision (d).
6 (b) The maximum property tax nhe which may be
7 levied by, or on behalf of, a local agency on other
8 property shall be a property tax rate which, if applied to
9 all properties on the current fiscal 'year’s secured roll
10 (including owner-occupicd dwellings) which are
11 common prop "-ties, would produce an amount of
12 property tax revenue, when added to the revenue
13 produced by the unsecured roll, equal to the sum of (1.)
14 the amount which would have been received in the prior
15 fiscal year had the prior year's secured itax rate for other
16 property been applied to the prior year’s assessed
17 valuation of all common properties adjusted by the
18 percentage change in price deflator, plus (2) the revenue
19 received in the prior year from the unsecured roll
20 adjusted by the percentage change in price deflator.
21 (c) Whenever the tax rate computed under
22 subdivision (a) exceeds the tax rate computed under
23 subdivision (b), the tax rate computed under subdivision
24 (a) shall be reduced to equal the tax rate computed
25 under subdivision (b).
26 (d) A local agency may levy property tax rates lower
27 than the rates provided in subdivisions (a) or (c), and
28 (b), of this section, in which case the two tax rates shall
29 be below their respective rates established pursuant to
30 subdivisions (a) or (c), and (b), by the same percentage.
31 (e) If the lotal amount of property tax revenue which
32 would be produced for a local agency from levying the
33 maximum property tax rates pursuant to subdivisions (a)
34 and (b) on common dwellings, and other common
35 properties, when added to the revenue from the 
3b unsecured roll, is less than the prior year’s property tax
37 revenue from such properties and the unsecured roll
38 adjusted by the p' rcentage change in price deflator* the
39 maximum tax rate computed pursuant to subdivision (b)
40 may be increased to produce, when added to the revenue

IIU

1 from the unsecured roll, no more than the amount of
2 property tax revenue received in the prior year from
3 common properties other than common dwellings, when
4 added to the revenue from the unsecured roll, adjusted
5 by the percentage change in price deflator. If the
6 maximum property tax rate computed pursuant to this
7 subdivision exceeds Lie prior year’s secured tax rate on
8 other property, then such rate shall be reduced to the
9 prior year’s secured tax rate on other property.
10 (0 If the maximum property tax rates computed
11 pursuant to subdivision (a) or (c),and (b) or (e) would
12 produce a total amount of property tax revenue for a local
13 agency from common dwellings, and other common
14 properties, when added to the amount of revenue from
15 the unsecured roll, which is less than the prior year’s
16 revenue from such properties, including revenue from
17 the unsecured roll, adjusted by a percentage equal to the
18 percentage change in cost-of-living (as determined
19 pursuant to Section 2212), the maximum tax rate
20 determined pursuant to subdivisions (a) or (c) may be
21 increased so that the total amount of property tax
22 revenue which would be produced from common
23 dwellings, and other common properly, when added to
2.4 the amount of revenue from the unsecured roll, is equal
25 to the revenue received in the prior year from such
26 properties, including revenue from the unsecured roll,
27 adjusted by a percentage equal to the percentage change
28 in cost-of-living.
29 If the computations pursuant to this subdivision
30 produce a higher property tax rate on owner-occupied 

d”. llings than on other property, then the tax rate on
3 owner-occupied dwellings shall be reduced to a rate
33 equal to m e  rate computed for other property. Then the
34 local agency may increase both tax rates by an equal
35 number of cents per one hundred dollars ($100) of
36 assessed valuation in order to derive the amount of
37 revenue authorized by this subdivision.
38 Before using this subdivision, a local agency shall first
39 compute its maximum tax rate on other property
40 pursuant to subdivision (e), if applicable.
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1 (g) If there is a dissolution of a local agency and the
2 services provided by such agency are assumed by another
3 local agency, the local agency assuming the new
4 responsibilities shall include in its prior year’s revenue for
5 the purposes of computing maximum tax rates pursuant
6 to this section the revenue of the dissolved agency which
7 was attributable to 'the performance of such assumed 
3 service by the dissolved agency in that year.
9 (h) The county auditor shall be responsible for
1.0 computing maximum tax rates pursuant to this article
1.1 and shall transmit such rates to the governing board of
12 each local agency within 15 days of the completion of the
13 local roll.
J 4 Final responsibility for setting such rates shall rest with 
15 the local agency.
] 6 (i) In computing tax rates pursuant to this section, a
17 city which used the city assessment roll in 1977-78, may
18 use either the city or county assessment roll applicable to
19 that city in such year. •
20 (j) As used in this section:
21 (1) “Property tax revenue” includes revenue received
22 from state reimbursements for the homeowners’
23 exemption, and excludes all revenues attributable to
24 taxation of business inventories, including state •
25 reimbursements.
26 (2) “Owner-occupied dwelling” means o property
27 which has qualified for a homeowner‘s exemption, or that 
23 portion thereof for which a separate assessment is made 
•2l9 pursuant to subdivision (a) of Section 401.6, and for which 
310 a timely filing for such exemption, or the affidavit
31 described in Section 253.6, has been made. F o r  t h e
3 2  p r o v i s i o n s  o f  t h i s  c h a p t e r ,  f o r  a  “ c o o p e r a t i v e  h o u s i n g
33 c o r p o r a t i o n "  a s  d e f i n e d  i n  S e c t i o n  1 7 2 6 5 ,  t h e  r a t i o  o f
34 o w n e r - o c c u p i e d  u n i t s  i n  t h e  c o o p e r a t i v e  t o  t h e  t o t a l  
31 n u m b e r  o f  u n i t s  s h a l l  b e  d e t e r m i n e d .  S u c h  r a t i o  s h a l l  b e
36 a p p l i e d  t o  t h e  t o t a l  a s s e s s e d  v a l u e  o f  t h e  c o o p e r a t i v e ,  t o
37 d e t e r m i n e  t h e  a s s e s s e d  v a l u e  o f  t h e  o w n e r - o c c u p i e d

38 d w e l l i n g s .
39 (3) “C o m m o n  to both the current and prior year’s
40 secured rolls”:

iUi u p i L U  UVVClllll^d) u p c i  ly

2 receiving the homeowners’ exemption on both rolls;
3 (B) Means, for other property, those properties for
4 which the improvement valuation has increased by less
5 than 50 percent of the prior year’s total improvement
6 valuation. Personal properly on the secured roll shall be
7 considered common to both the current and prior year’s
8 secured rolls if the real property to which it is secured is
9 common to the current and prior year’s secured rolls;
10 however, personal property of banks shall not be
11 considered common to both the current and prior year’s
12 secured rolls;
13 (C) Excludes state-assessed property;
14 (D) Excludes property v/hich was contained within the
15 boundaries of the local agency for purposes of the current
16 year’s roll, but was not contained within the boundaries
17 of the local agency for purposes of the prior year’s roll,
18 due to a change in the local agency’s boundaries from the
19 prior to the current year;
20 (E) Excludes the entire assessed valuation of a
21 redevelopment agency pursuant to Article 6
22 (commencing with Section 33670) of Chapter 6 of Part 1
23 of Division 24 of the Health and Safety Code;
2.4 (F) Excludes those properties requiring-two separate
25 valuations pursuant to Section 401.6.
26 ’ (4) (A) “Co m m o n  dwellings” means owner-occupied
27 dwellings common to both the current and prior years’
28 secured rolls.
29 (13) “Co m m o n  properties” means properties common
30 to both the current and prior years’ secured rolls.
31 (5) “Other property” means properties other than
32 owner-occupied dwellings.
33 (6) "Prior year’s secured tax rate”'means:
34 (A) For 1978-79, the secured property tax rate actually
3^ levied pursuant to this article for 1977-78;
36 (B) For fiscal years after 1978-79, the maximum
37 authorized secured tax rate computed pursuant to this
38 article for the prior year.
39 (7) "Percentage change in the price deflator” means:
•10 (A) For computation of maximum property tax rates
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1 for fiscal years 1978-79 and 1979-80, a percentage equal
2 to the percentage change from the first calendar quarter
3 of the prior year to the first calendar quarter of the
4 current year in the Gross National Product deflator for
5 goods and services purchased by state and local
6 government, as published by the United States
7 Department of Commerce;
8 'B) For computation of maximum property tax rates
9 for fiscal years after 1979-80, a percentage equal to the
10 percentage change from the first calendar quarter of the
11 prior year to the first calendar quarter of the current year
12 in the California Local Agency Price Deflator, a
13 statewide index which the California Department of
14 Industrial Relations shall prepare for local agencies in
15 California in a manner similar to that used by the United
16 States Department of Commerce in preparing the Gross
17 National Product deflator for goods and services
18 purchased by state and local government, and shall make
19 available to local agencies in May of each year. There
20 shall be established in the Department of Industrial
21 Relations a California Local Agency Price Deflator
22 Advisory Commission, composed of a representative
23 from the Assembly, or designee, as appointed by the
24 Speaker, a representative of the Senate, or designee, as
25 appointed by the Senate Rules Committee, the
26 Legislative Analyst, or his designee, -the Director of
27 Finance or his designee, League of California Cities,
28 County Supervisors Association of California, and the
29 California Special Districts Association. The Advisory
30 Commission shall advise and assist the department in.
31 preparing the price deflator and shall report to the
32 Legislature its independent evaluation of the
33 department’s progress no luter than June 30, 1979, and of
34 the department's final proposal.
35 (k) For the computation of maximum property tax
36 rates for the 1978-79 fiscal year only, if the amount of
37 property tax revenue received in *977-78 by a local
38 agency with respect to common properties (defined as in
39 paragraph (4) of subdivision (j), but with v”1977-78”
40 substi Med for “current”, and “1976-77" substituted for

1 “prior year’s”), when added to the amount of revenue
2 produced in 1977-78 from the unsecured roll, is less than
3 the amount of property tax revenue received in 1976-77
4 by such agency with respect to such common property,
5 when added to the amount of revenue produced in
6 1976-77 from the unsecured roll, then the local agency
7 may use alternate maximum property tax rates for 

i 8 1978-79 computed by making the following adjustments
9 in the formula contained in this section: ,
10 In subdivisions (a) to (j), inclusive, except for
11 subdivision (j) (7) (A) "prior year", “prior year’s", "prior
12 fiscal year” and “1977-78” shall each refer to the 1976-77
13 fiscal year.
14 If the computations pursuant to this subdivision
15 produce a higher tax rate for 1978-79 on other property
16 than levied on other property in 1977-78, and a lower tax
17 rate on owner-occupied dwellings for 1978-79 than levied
18 on such property in 1977-78, then the rate for other
19 property shall be reduced to a rate no higher than that
20 levied in 1977-78.
21 SEC. 11. Section 2262 of the Revenue and Taxation
22 Code is repealed.
23 SEC. 12. Section 2263 of the Revenue and Taxation
24 Code is repealed.
25 SEC. 13. Section 2263 is added to the Revenue and
26 Taxation Code, to read:
'27 2263. For cities and special districts formed after July
28 1,1978, the maximum property tax rate for the first fiscal
29 year in which a property tax is levied or could be le\ ied,
30 shall be the rate approved by the voters when the city or
31 district was formed; provided, however, that the
32 maximum property tax rate for a maintenance district
33 formed pursuant to the Improvement Act of 1911
34 ̂ (Division 7 (commencing with Section 5000) of the 
35'Streets and Highways Code) or the Municipal
36 Improvement Act of 1913 (Division 12 (commencing
37 with Section 10000) of tic Streets and Highways Code)
38 may be established prior to or concurrently with the
39 formation of such district by any petition or by
40 supplemental written consent executed by property
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1 holders owning at least 60 percent of the land to be
2 benefited. • .The procedures for such petition or
3 supplemental written consent shall follow the procedures
4 in the Special Assessment Investigation, Limitation and
5 Majority Protest Act of 1931 (Division 4 (commencing
6 with Section 2800) of the Streets and Highways Code).
7 SEC. 14. Section 2263.1 of the Revenue and Taxation
8 Code is repealed.
9 SEC. 15. Section 2263.2 of the Revenue and Taxation
10 Code is repealed.
11 SEC. 16. Section 2254 of the Revenue and Taxation
12 Code is amended to read:
13 2264. In the event that a local agency elects to follow
14 the provisions of Part 3.5 (commencing with Section
15 2131) of this division, for levying a property tax rate in
16 certain special districts, the maximum property tax rate
17 for such districts shall be determined as provided in this
18 section. For all purposes of this chapter, such maximum
19 property tax rate shall be applied to the total assessed
20 value within such district. In such situations the actual
21 property tax rate for such a district shall be levied in each
22 county in which the district is situated as provided in Part
23 3.5 without regard to the limitation, provided elsewhere
24 in this article.
25 As used in this section, “total assessed vahie within the
26 district” means all assessed value in each county in which
27 the district is located which is subject to ad valorem
28 property taxation by, or on behalf of, such district; plus
29 the assessed value in each such county which is
30 attributable to the homeowners’ property tax exemption
31 and which otherwise would have been subject to ad
32 valorem property taxation by, or on behalf of, such
33 district.
34 SEC.'17. Section 2265 of the Revenue and Taxation
35 Code is amended to read:
36 2265. In lieu of the maximum property tax rates
37 established by other provisions of this article, the voters
38 of a local agency m e / establish a maximum property tax
39 rate for such agency pursuant to the provisions of'Article
40 6 (commencing with Section 2285).
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, 1 If voted maximum property tax rates are established
2 for a local agency, the voted property tax rates shall both
3 exceed the maximum property tax rates • computed
4 pursuant to Section 2261 by the same number of cents per
5 one hundred dollars of assessed valuation.
6 After the first year in which any voted maximum rate
7 established pursuant to this section is effective, the
8 maximum property tax rates shall be established
9 pursuant to Section 2261.
10 SEC. 18. Section 2266 of the Revenue and Taxation
11 Code is repealed.
12 SEC. 19. Section 2267 of the Revenue and Taxation
13 Code is repealed.
14 SEC. 20. Section 2305 of the Revenue, and Taxation
15 Code is amended to read:
16 2305. As used in this article'"functional consolidation”
17 means the transfer, from one local agency to another, of
18 both of the following: (1) the responsibility for providing
19 a program or a service to an area within the jurisdiction
20 of the transferring agency and (2) the responsibility for
21 levying a property tax rate or rates within such area to
22 pay the cost of such service or program. Functional
23 consolidation does not refer to any transfer of
24 responsibility for providing a program or a service when
25 such transfer occurs as a result of a “governmental
26 reorganization" as such term is defined in Section 2295;
27 in such event, the maximum property tax rates for any
28 affected local agency shall be determined solely as
29 provided in Article 7 (commencing with Section 2295) of
30 this chapter.
31 SEC. 21. Section 2306 of the Revenue and Taxation
32 Code is amended to read:
33 2306. Whenever a functional consolidation occurs, the
34 maximum property tax rate or rates for any local agency
35 affected by such functional consolidation shall be
36 determined as provided in this article.
37 SEC. 22. Section 2’07 of the Revenue and Taxation
38 Code is amei. led to read:
39 2307. The local agency which transfers a program or
40 service shall reduce its maximum property tax rate as



1 provided in this section. Such reduction shall be effective
2 beginning with the fiscal year after the transfer has
3 occurred.
4 (a) The local agency shall determine the actual cost of
5 providing the transferred program or service during the
6 last full fiscal year in which such function or service was
7 provided.
8 (b) The local agency shall determine the amount of the
9 costs determined pursuant to subdivision (a) which are
10 attributable to expenses for general administration and
11 capital outlay and which cannot be transferred to the
12 agency assuming the responsibility for providing the
13 program or service; provided that such amount shall not
14 exceed 10 percent of the amount determined pursuant to
15 subdivision (a).
16 (c) The local agency shall subtract the amount
17 determined pursuant to subdivision (b) from the amount
18 determined pursuant to subdivision (a).
19 (d) The local agency shall determine the property tax
20 rate which would have been required to produce the
21 amount determined pursuant to subdivision (c) during
22 the last full fiscal year in which the transferred program
23 or service was provided and shall reduce its maximum
24 property tax rate thereby. If a local agency has a property
25 tax rate for owner-occupied dwellings and a different rate
26 for other property, the amount calculated on each rate
27 shall maintain the same proportionate relationship
28 between the two rates.
29 SEC. 23. Section 2308 of the Revenue and Taxation
30 Code is amended to read:
31 2308. The maximum property tax rate for a locai
32 agency assuming the responsibility for providing a
33 program or service and for levying a tax to pay the cost
34 thereof, as a result of a functional consolidation, shall be
35 the maximum property tax rate for such agency
36 established prior to the functional consolidation plus such
37 additional rate as may be necessary to pay the actual costs
38 of providing such program or service. If a local agency
39 has a property tax rate for owner-occupied dwellings and
40 a different rate for other property, the amount calculated
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on each rate shall maintain the same proportionate 
relationship between the two rates.
The Controller may audit any rate imposed under this 

section and if he determines that the rate exceeds a rate 
which would be necessary to pay the actual costs incurred 
as a result of functional consolidation, h<.. shall 
immediately notify the local agency of such 
determination and the local agency shall reduce its 
property tax rate by an appropriate amount for the next 
succeeding fiscal year. In the event that a local agency 
fails to make such a reduction in its property tax rate, the 
Controller shall request the Attorney General to bring an 
action under Chapter 2 ,'commencing with Section 1084) 
of Title 1 of Part 3 of the Code of Civil Procedure to force 
a reduction in the rate. *
SEC. 24. Section 2309 of the Revenue and Taxation 

Code is amended to read:
2309. Any adjustment in the maximum property tax 

rate or rates of a local agency made pursuant to Section 
2308 shall only be made in the first full fiscal year after the 
functional consolidation has occurred.
SEC. 25. Section 2325 of the Revenue and Taxation 

Code is amended to read:
2325. Annually, no later than 15 days after the 

property tax rate for a local agency has been fixed, _ach 
local agency shall report to the Controller, on a form to 
be specified by the Controller, the property tax rate 
levied by, or on behalf of, the agency for the current fiscal 
year. Such information shall show the amount of the rate, 
if any, levied pursuant to Sections 2260, 2261, 2263, 2264, 
2265, 2270, 2271, 2272, 2273, 2274, 2275, 2276, 2277, 2278, 
2279 and 2280. Such information shall also show any 
property tax rale authorized or levied pursuant to the 
provisions of Article 6 (commencing with Section 22S5), 
Article 7 (commencing with Section 2295), and Article 8 
(comrr. encing with Section 2305). Information with 
respect to any rate levied pursuant to Section 2270 shall 
also indicate the rate levied to pay interest and 
redemption charges on bonded indebtedness, the rate 
levied to pay the cost of retirement and pension benefits



1 and the rat ’evied to make payments to special funds as
2 required b> charter. The Controller shall, by regulation,
3 require any tax rate exempt from rate limitations
4 imposed by this chapter to be reported in the manner
5 specified by this section.
6 SEC. 26. Section 2325.1 of the Revenue and Taxation
7 Code is amended to read:
8 2325.1. In the event that the Controller determines
9 that an error has occurred in establishing a property tax .
10 rate or rates levied pursuant to any provision of this
11 chapter, he shall immediately notify the local agency of
12 such error and the local agency shall reduce its property
13 • tax rate by an appropriate amount for the next
14 succeeding fiscal year. In the event that a local agency
15 fails to make such a reduction in its property tax rate, the
16 Controller shall request the Attorney General to bring an
17 action under Chapter 2 (commencing with Section 1084)
18 of Title 1 of Part 3 of the Code of Civil Procedure to force 

, 19 a reduction in the rate.
20 SEC. 27. Ar^cle 10 (commencing with Section 2350)
21 is added to Chapter 3 of Part 4 of Division 1 of the
22 Revenue and Taxation Code, to read:
23
24 Article 10. Tax Rate Reductions for Homeowners
25
26 2350. Notwithstanding any other provisions of the
27 law, for fiscal years 1978-79 and thereafter, with respect
28 to owner-occupied dwellings as defined in Section 2261,
29 the total levied county tax rate shall be reduced by:
30 (1) A tax rate computed by dividing the amount for the
31 fiscal year determined under Section 12400 of the
32 Welfare and Institutions Code by the total taxable
33 assessed value for the county for the fiscal year, and
34 multiplying the quotient by 100;
35 (2) A  tax rate computed by dividing the amount
36 determined for the fiscal year under Section 14150 of the
37 Welfare and Institutions Code by the total taxable
38 assessed value for the county for the fiscal year, and
39 multiplying the quotient by 100; and v
40 (3) A  tax rate computed by dividing the county cost, as

1 estimated each year by the Department of Benefit
2 Payments and supplied to each county auditor prior to
3 August 1 of each fiscal year, and increased or decreased
4 by any error in the prior year’s estimate, of grants for
5 A F D C  and BHf, not including the offset for collections
6 received from absent fathers, pursuant to Section 11457
7 of the Welfare and Institutions Code, by the total taxable
8 assessed value for the county for the fiscal year, and
9 multiplying the quotient by 100.
10 2351. The amounts payable by each county pursuant
11 to Section 12400 and Section 14150 of the Welfare and
12 Institutions Code shall be reduced by the actual
13 reductions in tax levy caused by the tax rate reductions
14 provided in subparagraphs (1) and (2) of Section 2350.
15 The state’s share of A F D C  and BHI funding shall be
16 increased by the amount of actual reduction in tax levy
17 caused by the tax. rate reduction provided in
18 subparagraph (3) of Section 2350.
19 2352. As used in this article; “Taxable assessed value"
20 means the assessed value of all property, including
21 unsecured property, on the county roll, plus state
22 assessed property, net of all exemptions except the
23 homeowners’ exemption and the business inventory
24 exemption, and increased by the assessed value
25 equivalent of the timber yield tax as determined for each
26 county by the Board of Equalization.
27 23S3? After eetmty ttw rates have been retkieed
, 28 purs-mmt te Seetiee 2350; the remttittmg tehd ef tdl ad
29 valorem property tax rates levied on ewnef/oeetrpied
30 dwellings shell be reduced by thirty/five percent?
31 2 3 5 3 .  F o r  t h e  p r o v i s i o n s  o f  t h i s  c h a p t e r ,  f o r  a
32 "c o o p e r a t i v e  h o u s i n g  c o r p o r a t i o n  " a s  d e f i n e d  i n  S e c t i o n
33 1 7 2 6 5 ,  t h e  r a t i o  o f  o w n e r - o c c u p i e d  u n i t s  i n  t h e
34 c o o p e r a t i v e  t o  t h e  t o t a l  n u m b e r  o f  u n i t s  s h a l l  b e
35 d e t e r m i n e d .  S u c h  r a t i o  s h a l l  b e  a p p l i e d  t o  t h e  t o t a l
36 a s s e s s e d  v a l u e  o f  t h e  c o o p e r a t i v e .  T h e  s p e c i a l  l o w e r  t a x
37 r a t e s  a p p l i e d  t o  o w n e r - o c c u p i e d  d w e l l i n g s  s h a l l  o n l y  b e
38 a p p l i e d  t o  t h e  a s s e s s e d  v a l u e  o f  t h e  c o o p e r a t i v e  
. 39 a t t r i b u t a b l e  t o  o w n e r - o c c u p i e d  u n i t s .
40 2354. If the reduction in the total ad valorem property



• 1 tax rate levied on owner-occupied dwellings due to
2 appketdion of Sections 2350 and 2553 is less kbaft forty
3 application o f  Section 2350 is less than thirty percent of
4 the tax rate which would apply to owner-occupied
5 dwellings before the application of Sections 2350 end
6 23537 Section 2350, then the total ad valorem property tax
7 rate shall be further reduced by an amount which will
8 result in a total tax rate reduction, due to application of
9 this section and Sections 2350 and 23507 ©f forty Section
10 2350, o f  thirty percent.
11 2355. The county auditor shall compute the total
12 amount of revenue loss by each taxing agency due to the
13 tax rate reductions provided in Seet-ions 2353 and 23547
14 Section 2354 and shall file for reimbursement for this
15 amount with the Controller no later than November 15
16 of each year. The C . droller shall transmit to each county
17 auditor one-half c' the total reimbursement amount no
18 later than December 10 of each year, and the remaining
19 reimbursement amount no later than April 10 of each
20 year. The county auditor shall allocate the
21 reimbursement amounts to local agencies as though the
2 2 amounts had been paid by the taxpayers.
23 SEC. 29.5. Section 2611.5 o f  the Revenue and Taxation
24 Code is amended to read:
25 2611.5. (a) The following information shall be
26 included either in each county tax bill or in a separate
27 statement accompanying the tax bill:
28 (1) The full value and the assessed value of locally
29 assessed property; if in addition thereto a different
30 assessment is required for irrigation district purposes
31 pursuant to Section 26625.1 of the Water Code, the
32 assessed value for such purpose.
33 (2) The assessment ratio used to determine the
34 assessed value..
35 (3) The tax rates or the dollar amounts of taves levied
36 by each revenue district and taxing agency the
37 property covered by the tax bill. An asterisk, or oth«:,r
38 distinctive mark, shall appear before the names of all
39 special districts for which the county board of supervisors
40 serves as the governing body.__________________'
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(4) In lieu of itemizing the information required by 
paragraph (3) of this subdivision, the tax rates or dollar 
amounts of taxes levied on the property covered by the 
bill for county and city purposes. The tax rates or dollar 
amounts of taxes levied on the property for other 
purposes shall be itemized. This option is available only 
if the information is included on the tax bill.

(b) With respect to qny property for which the 
homeowners’ property tax exemption is granted, the tax 
bill or accompanying statement shall include, in addition 
to the information required by subdivision (a), the 
following:

(1) The assessed value of the property;
(2) The amount of the homeowners’ exemption;
(3) The total tax rate applicable on the property 

covered by the tax bill;
(4) The gross taxes prior to the application of the 

homeowners’ exemption;
(5) The amount of tax reduction attributable to the 

homeowners’ exemption; and
(6) The amount o f tax reduction attributable to rate 

reductions pursuant to Article 10 (commencing with 
Section 2350) o f Chapter 3 o f Part 4 o f  Division 1 o f  the 
Revenue and Taxation Code; and

-{£)- (7) The total taxes due on the property covered by 
the tax bill.

(c) The information required by subdivision (b) for 
single-family homes shall be in the form of the following 
example:

(1) Assessed value of the property ......

(2 ) Homeowners’ exemption............
(3) Total tax rate applicable to the property
(4) Gross taxes prior to the application of 

the homeowners’ exemption ........

(5) Tax reduction attributable to the stale- 
financed homeo\vners’ property tax re­
lief program ............ ;.........

ftttr0O0
$12,000
$1,750

$10

3oO0
$1,200

$175



1 (6) Tax reduction attributable to state fi-
2 nanced program o f  cutting tax rates by
3 3 0 % ........................................................  $307
4 (7).Total taxes d u e ............... $325
5 ■ $718
6 .
7 (d) In any year in which all of the assessments on the
8 local secured roll have been raised or lowered as a result
9 of a board order adopted pursuant to Section 18, Article
10 XIII of the California Constitution, the full value may be
11 omitted or, if shown,- the tax bill shall include an
12 explanation of the inconsistency of that figure with the
13 equalized assessed value and the announced assessment
14 ratio. The explanation required by this subdivision may
15 be printed on an enclosure accompanying such bill.
16 SEC. 30. Section 11401 of the Revenue and Taxation
17 Code is amended to read:
18 11401. O n  or before October 1, the board shall levy
19 upon private cars assessed under this part, for each year,
2 0 a tax computed at the next preceding year’s average rate
21 of general property taxation in the state and shall enter
2 2 the tax upon a record maintained by the board for that
23 purpose.
24 For taxes imposed on private cars on October 1, 1979,
25 and thereafter, the preceding year's average tax rate on
26 property other than owner-occupied dwellings shall be
27 used.
28 SEC. 31. Section 11403 of the Revenue and Taxation
29 Code is amended to read:
30 11403. The board shall compute the average rate of
31 general property taxation in the state by (a) adding the
32 county, city, school district, and other general taxes, but
33 not the special taxes on intangibles, aircraft, baled cotton
34 or any other property which is subject to a uniform
35 statewide tax rate, nor special assessments, and (b)
36 dividing the amoupt obtained by the total assessed
37 valuation in the state as shown by the county tax rolls for
38 the same year.
39 “Total assessed valuation," as used in this section, does
40 not include the assessments of property which is subject
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1 to a uniform statewide tax rate.
2 “Special assessments," as used in this section, mean any
3 amount levied solely against real estate or real estate and 

-. 4 improvements.
5 For taxes imposed on private cars on October 1, 1979,
6 and thereafter, the computations shall use taxes on
7 property other than owner-occupied dwellings, rather
8 than general taxes and the total assessed value of
9 property other than owner-occupied dwellings, rather ,

10 than total assessed value.
11 SEC. 32. Section 17053.5 of the Revenue and Taxation
12 Code is amended to read: ■
13 17053.5. (a) For taxable years beginning after
14 December 31,1975, in the case of qualified renters, there
15 shall be allowed credits against the tax computed under
16 this part, minus all other credits provided for in this part
17 except the credit provided in Section 18551.1 (relating to
18 withholding credit) and the credit provided in Section
19 17061 (relating to excess tax credit). The credit shall be
20 in the amount of seventy-five dollars ($7 5 ).
21 Except as provided in subdivision (b) of this section a
2 2 husband and wife shall receive but one credit under this
23 section. If the husband and wife file separate returns, the
24 credit may be taken by either or equally divided between
25 them, except as follows:
26 (A) If one spouse was a resident for the entire taxable
27 year and the other spouse was a nonresident for part or
28 all of the taxable year, the resident spouse shall be
29 allowed the full credit.
30 (11) If both spouses were nonresidents for part of the
31 taxable year, the credit shall be divided equally between
32 them subject to the proration provided in subdivision (d)
33 of this section.
34 (b) In the case of a husband and wife, if each spouse
35 maintained a separate place of residence and resided in
36 this state during the entire taxable year, each spouse will
37 be allowed the full credit provided in subdivision (a).
38 (c) For purposes of this section, a "qualified renteir"
39 means an individual who on March 1 of the taxable year—
40 (1) Was a resident of this state, as defined in Section



1 17014, and
2 (2) O n  such date rented and occupied premises in this
3 state which constitute his principal place of residence.
4 The term ‘'qualified renter” does not include an
5 individual who on March 1 of the taxable year rented and
6 occupied premises which were exempt from property
7 taxes, except (A) those premises on which the owner
8 pays possessory interest taxes, or makes payments in lieu
9 of property taxes which are substantially equivalent to

10 property taxes paid on properties of comparable market
11 value, and except (B) that an individual, otherwise
12 qualified, shall be deemed a qualified renter if he is
13 required to pay property taxes on his possessory interest
14 in a residence that is otherwise tax exempt during the
15 taxable year.
16 The term “qualified renter” does not include an
17 individual whose principal place of residence is with any
18 other person who claimed such individual as a dependent
19 for income tax purposes.
20 The term "qualified renter” does not include an
21 individual who has been granted or whose spouse has
22 been granted the homeowners' property tax exemption
23 during the taxable year. This paragraph shall not apply in
24 the case of an individual whose spouse has been granted
25 the ! omeowners’ property tax exemption if each spouse
26 maintained a separate residence for the entire taxable
27 year.
28 (d) Any individual who is a nonresident for any portion
29 of the taxable year shall claim the credits set forth in
30 subdivision fa) at the rate of one-twelfth of such credits
31 for each full n onth such individual resided within this
32 state during the taxable year.
33 (e) Every person claiming the credit provided in this
34 section shall, as part of such claim, and under penalty of
35 perjury, furnish such information as the Franchise Tax
36 Board prescribes on a form supplied by such board.
37 (f) The credit provided in this section shall be claimed
38 on returns in such form as the Franchise Tax Board may
3 9 from time to time prescribe, and shall be filed with the
40 Franchise Tax Board on the date prescribed by Section
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1 18432.
2 (g) For the purposes of this section, the term
3 “premises'" means a house or a dwelling unit used to
4 provide living accommodations in a building or structure
5  and the land incidental thereto, but does not include land 

• 6 only, except in the case where the dwelling unit is a
7 mobilehome.
8 (h) In the case of qualified renters whose credits
9 provided in this section exceed their tax liability

10 computed under this part, minus all other credits
11 provided for in this part except the credits provided in
12 Section 18551.1 and Section 17061, the qualified renter
13 shall be allowed a credit to the extent of his tax liability
14 plus a refund in excels of that amount up to a combined
15 credit and refund equal to the credit otherwise provided
16 in this section. ,
17 &EGt SSr Seetieu 4706245 is added te the B e venue turd
18 .Taxation Geder te read?
19 47092457 -fri-)- Eseept tts provided m  subdivision -fbp
20 addition te the ether taxes imposed hy this part; there is
21 hereby brqresed for each tteehre year; a tax at a rate ef
22 5 percent ef the fteurs ef tax prefeieuee as defined hr
23 heetton 47T83t2t
24 -fhf With respee'c te ewner/eeeuputts vrlte have lived hr
25 the starve residence for five years er lettyep turd who are
26 aged 62 er elder; the tux trapesed hy subdivision hty shed
27 be at a rate ef Shr peteerrh The subdivision shah net be
28 eperetive with respeet te sales after July 4; 49 &h
29 S-EGr 33t5t Seetien 47062-4 is a elded te the -Revenue
30 tard Taxation Gede; te reatb
31 47062-rh The tax baptised by Section 4706244 shell Ire
32 subjeet to prepayment hy the hetpayer at the time of stder
33 A  deeuiaeivt cf transfer for single Ibnrdy homes,- er t-ther
34 hemes receiving the hanveewnerT exemption; sh.d4 net
35 be accepted by a eeun-.y reeurder for filhvg or recording
36 unless tt tnx/ptbd certificate or tt tax exemption eei trfreate
37 has hten received from the Franchise Tax Bot.r-ch
38 8 'sGr 33r6r Section 476824> is added to the 44evenue
39 and Tttxtti-ien Gede te reach
40 470624h The previsions ef Seeliotts 47062.6; 47662417



SB 1 28 —

1
2
3
4
5
6
7
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10 
11 
12
13
14
15
16
17
18
19
20 
21 
22
23
24
25
26
27
28
29
30
31
32

Section 20566?
-(h)- Per purposes ef Chapter 2  (commencing with 

Seetion 20581); was a m ember ef the household and whe 
was 63 years ef age er elder en September 39 ef the 
ealendar year in whieh the hseal year fer whieh 
postponement is claimed commences? in erder fer the

f  /-v f i  y~r- t  n y v d  r - x S \ / ~ .  »-> r i  1 r-v n  t n  1 1 t- j - \  I  f n  \ t  r^ r \  i  l U r i  /  i n n o  I  x i r y i \
L i l U  1II j I  u T i t J  j C v  U I  I d  I t i k T t t t l t T I i U i t C  vJl l U A v J j  111 T T t U  I t j C u t  y t T t t l

fer whieh postponement is claimed? er en January 31 ef 
the fiseal year fer which postponement is claimed? m  
erder fer the claimant te fee eligible fer postponement ef
f n  v / \ f i  r .  ^  I i t r \  «-x f  f e / \  />. s \ r \ r \  »-x r \  1 r t i v l  J r w  , , -x t i  f- r \  ( , t- n  xr r \ r \  1 \~i n i - t / y v y  f i C A n

W T i ^ r  t7T T  t T T C7 t T C U U n t Z  ilTtT ttii 1 IU 17T Tttvtt73 I T T  3t3v7T I  i l J U U I

year? provided? fer pur-pescs ef eligibility fer 
postponement ef taxes fer the 1977/78 fiseal year? an 
individual m ust he 63 years ef age er elder en -M -areh 16? 
1978?

a 1 f < Jlii 
l U l u i  I j

m  tmy

SEC? 3 8 ?  Sectien 2 6 5 6 § r 4 -  ts added te 
Taxation Code? te read?
SG596T: Ja)- her purposes ef this part? 

disabled person is a person whe is unable te < 
sebshmdal gainful activity fey reason ef any 
determinable physical er mental impairment which ean 
he expeeted te result in dead? er which htw lasted er ean
h  »  f . - \  r )  t r v  L u l l ,  I j i i ;  n ,  r . A , ! *-. L t a X l  i r t n n  «-v ^  »■ i* n / 1 r . f  j y / ' t  1 i I h n
tTvr Cr.. JVtrvJ 1C-v* t U  vCTtjt rtlr tt vt/Ll Cl i1 LI \ ) LI J lvyvt Ol liv/t lCJtiti vtrttTT

1 Q | V .  r  -, 1 1 1 !•>/.? .
T S  TTTvTlTtTTtjT

. / . I  \ ,  L  n r i  i y t  a !  F.1 n  a \ t  \ r  I -  n , t i  • xx  e 1 «» » « /■[«\ /> 1 / l K i i l l  K aT̂ try TT U r  p t n  pTtTVltTTj t T T  tTTTTJ J7l t T T7 t*IT 1 lltll V  K l i m t  TlTTtttl t7Cj

determ ined te he tmdef a disability only if his plvysical er
h i  f  i i  1 I  > n  t y n t ) ?  I I  y /*■ i x l i  A  F  4 I  v y  > y a i  iyQ *x «~x />,>•/-- I ,  r .  1 1 f > { y  14 h iTTTtrri vttT rtrrpttnT iTtrrrt O r  i t I1 yvt t l i t  tt tr i I y u  ttTO O r  trtttrrt tjOVtrrity^

that he is net only tmahie te de his prevleus work but 
eannet? eoroider-ittg las age? edueat-ien? and work 
expeneeee? engttge in any udrer kind ef sulvstantkd 
gainful wefk wfeieb exists «* d m  state eeetremy?

3 3 regardless ef whether sueh wank exists in dve hnmeoUate
34 area in whieh Ire lives? er whether a speeifie job vaeauey
35 exists fin him; er whether Ire warn id be hired if he applied
3 6  fer work? Ter ptmpeses ef the preceding sentence -(with*
37 respect te any mdtvtdwtd); hwa-k wfeieh exists in the state
3 8  e c o n o m y ^  tn c a n s  w o r k  w h i c h  e x i s t s  i n  s i g n i f i c a n t

39 numbers either m  the region where sueb individual lives
40 er in several regions ef the state? v

©
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1 Je)- Ter pirrpooes ef this part? a physical er mental

2  1  «-y-\ /-. »-> t- t n  «x i x  » » >*\ n i M ' r n \ n i y t  I l x  x t  r  <*>??,» 1 j  ^ n  l r A n \111I U t i l  1 X l X O i r t  ITj till l l l l j J U l i  1 11 C l  11 L 1 ITT I 1 C T C T v v j  11 O l  IT

3 anatomical? physiological? er psychological abn'ormalities
4 vdsieh are denrenshntble by medically aeeeptablc clinical
5 ami lalvertne-tg- diagivost ie teehnifptes:
6 JdJ Fer purposes ef this pxt-rt? any person receiving the
7 disabled veterans property tax cxemptieiv pursuant te
8 Seet-ien 30he shad be a tetady dis?h led person?
9 (e)- The F 1anehise Tax B eard alatd by regulat-rens

10 prescribe the criteda fer de ter mining when services ‘
11 performed er earnings derived from sc-fviees
12 demonstrate an indrdduads abdi-ty te engage m
13 substantial gamful activity?
14 SEC. 39. Section 20505.2 is added to the Revenue and
15 Taxation Code, to read:
16 20505.2. The unmarried surviving spouse of a
17 “claimant,” as defined in Section 20505, shall be eligible
18 for assistance under this chapter, regardless of age;
19 provided, that such unmarried surviving spouse
2 0 maintains as his or her principal place of residence the
21 same residential dwelling upon which assistance was last
2 2 claimed by the claimant, except in such cases where the
23 unmarried surviving spouse must move from or sell such
24 dwelling pursuant to the order of a court, condemnation,
25 or involuntary conversion.
26 SEC. 39.2. Section 20542 of the Revenue and Taxation
27 Code is amended to read:
28 20542. (a) The Franchise Tax Board, pursuant to the
29 provisions of Article 3 (commencing with Section 20361),
30 of this chapter, shall provide assistance to the claimant
31 based on the property tax accrued and paid by the
32 claimant 011 the residential dwelling as provided in
33 Section 20543 or the statutory property tax equivalent
34 pursuant to Section 20544. No assistance shall be provided
35 if the amount of the assistance claim is five dollars ($5)
36 or less.
37 (b) For purposes of allowing assistance provided for by
38 this section:

39 (1) (A) Only one owner-claimant from one household
40 each year shall be entitled to assistance under this



1 chapter. W h e n  two or more individuals of a household
2 are able to meet the qualifications for an ovvner-claimant,
3 they may determine who the owner-claimant shall be. If
4 they are unable to agree, the matter shall be referred to
5 the Franchise Tax Board and its decision shall be final.
6 (B) When two or more individuals pay rent for the
7 same premises and each individual meets the
8  qualifications for a renter-claimant, each qualified
9 individual shall be entitled to assistance under this part.
10 For the purposes of this subparagraph, a husband and
11 wife residing in the same premises shall be presumed to
12 be one renter.
13 (2) Except as provided in paragraph (3), the right to
14 file a claim shall be personal to the claimant and shall not
15 survive his death; however, when a claimant dies after
16 having filed a timely claim, the amount thereof may be
17 disbursed to the surviving spouse and, if no surviving
18 spouse, to any other member of the household who is a
19 qualified claimant. If there is no surviving spouse or
2 0 otherwise qualified claimant, the claim shall be disbursed
21 to any other member of the household. In the event two
2 2 or more individuals qualify for payment as either an
23 otherwise qualified claimant or a member of the
24 household, they may determine which of them will be
25 paid. If they are unable to agree, the matter shall be
26 referred to the Franchise Tax Board and its decision shall
27 be final.
28 (3) If, after January 1 of the property tax fiscal year for
29 which a claim may be filed, a claimant dies without filing
30 a timely claim, a claim on behalf of such claimant may be
31 filed by the surviving spouse within the filing period
32 prescribed in subdivision (a) or (b) of Section 20563.
33 SEC. 39.4. Section 20543 of the Revenue and Taxation
34 Code is amended to read:
35 20543. The amount of assistance for a claimant
36 owning his residential dwelling shall be based oq
37 claimant’s household income for the period set forth in
38 Section 20503. In  no event shall the amount o f  assistance
39 exceed fifteen hundred dollars ($1,500).
40 The percentage of assistance for which ea'ch claimant
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C O 1 o w n in g  h is  r e s id e n t ia l  d w e l l in g  sh a l l  b e  e l i g ib l e  sh a ll
1 2 b a s e d  on  th e  fo l lo w in g  s c a le :
1 3 If the tota! household incorr :

4 (as dcfinc-d in this part) is not The percentage used
5 more than: provide assistance is:
6 $4,000.............................................. .............................. 96%
7 4,200.............................................. .............................. 94
8 4,400.............................................. .............................. 92
9 4,600....................................... . .............................. 90

10 4,800.........................................................  S3
11 5,000.............................................. .............................  86
12 5,200.............................................. .............................  84
13 5,400.............................................. .............................. 82
14 5,600.............................................. .............................. 80
15 5,800.............................................. .............................. 78
16 6,000.............................................. ............................  76
17 6,200.............................................. .............................. 73
18 . 6,400.............................................. .............................. 70
19 6,600.............................................. .............................. 67

O 20 6,800.............................................. .............................. 64
21 7,000.............................................. .............................. 61
22 7,200.............................................. .............................. 58
23 7,400.............................................
24 7 ,600............................................. .............................  52
25 7,800.............................................. .............................  49
26 8,000............................................. .............................  46
27 8,200............................................. .............................  43
28 8,400.............................................. .............................  40
29 8,600.............................................. .............................  38
30 8,800............................................. .............................  36

1 •31 9,000............................................. .............................  34
32 9,200............................................. .............................  32

n 33 9,400..............................................
34 9,600..........................
35 9,800...........................................

, 36 10,000................................
37 10,500................................... 00
38 11,000...............................
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1
2
3
4
5
6
7
8  
9

10
11
12
13
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12,500  12
13,000  10

SEC. 40. Section 20544 of the Revenue and Taxation 
Code is amended to read:
20544. The amount of assistance for a claimant 

renting his residence shall be based on the claimant’s 
household income for the period set forth in Section 
20503.
The percentage of assistance for which each claimant 

renting his residence shall be eligible shall be based on 
the following scale:

14 • The percentage of the
15 If tlio total household The statutory statutory property tax
16 income (as defined in this property tax equivalent used to provide
17 part) is nol more than: equivalent is: assistance is:
18 $4,000............ ... $250.. ........... 96%
19 4,200............ ... 250... ........... 94

20 4,400............ ... 250............... 92

21 4,600............ ... 250... ........... 90

2.2 4,800............ ... 250... ..........  88
23 •5,000............ ... 250... ..........  86
24 5,200............ ... 250... ........... 84

25 5,400....... ..... .... 250... ........... 82

26 5,600............ .... 250... ........... 80

27 5,800............ .... 250... ........... 78

28 6 ,0 0 0 ...\........ .... 250... ........... 76

29 6 ,2 0 0 ................ 250.............. 73

GO 6,400........... ..... 250.............. 70

31 6,600................ 250..............  67

32 6,800 ...:............ 250..............  64

33 7,000................ 250..............  61

34 7,200 ........... .... 250.. ...........  58

35 7,400 ........... .... 250.. ...........  55

36 7,600........... .... 250..............  52
37 7 800 .... 250... ..........  49

8 000 .... 250... ..........  46

'IQ 8 ‘’OO . 250... ...........  43OJ
40 8,400........... .. 250..............  '40

O

0
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1
2
3
4
5
6
7
8
9

10 
11 
12
13
14
15
16
17
18
19
20 
21 
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40

8.60 0 .............  250............... 3S
8,800.............  250... ;........... 36
9,000.............  250............... 34
9,200..... .... !... 250............... 32
9,400.............. 250............... 30
9.60 0 .............. 250............... 28
9,800....;...........  250............... 26
10.00 0 ...... :......  250............... 24
10.500 .............  250 ............... 22
11.000 .............  250 ............... 20
11.50 0 .............  250............... 18
12.00 0 .............. 250............... 15
12.50 0 .............  250..-.............. 12
13.000 .............  250..............  10

SEC. 40.5. Division 3 (commencing' with Section 
50000) is added to the Revenue and Taxation Code, to 
read:

DIVISION 3. STATE R E V E N U E  LIMITS 
PART 1. G E N E R A L  PROVISIONS

50000. “Statj" shall mean State of California.
50001. “Current year revenue" for 1978-79 shall mean 

all revenue from "major taxes and licenses" for 1978-79 
as reported on Schedule 2 of the 1979-80 Governor’s 
Budget.
For years after 1978-79, "current year revenue” shall 

mean maximum amount of revenue within the maximum 
state revenue limit plus any additional revenue m-id-ed m  
the em-rent year by tbw ttê  tmd added pursuant to any 
legislation enacted in 1978 which reduces or repeals 
business iir mtory tax.

PART 2. STATE R E V E N U E  LIMIT 
C h a p t e r  1. M a x i m u m  S t a t e  R e v e n u e  L i m i t

50010. For the 1979-80 fiscal year and each year 
thereafter the maximum state revenue limit shall be the 
amount of revenue equal to the current year revenue for

&
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1
2
3
4
5
6
7
8  
9

10
11
12
13
14
15
16
17
18
19
2 0  
21 
22 
23 
2^
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40

the prior fiscal year increased by a percentage equal to *- 0  
the percentage increase in California personal income for 
the calendar year beginning within the current fiscal 
year, as estimated in the Governor’s Budget, multiplied 
by a 1 .2 revenue elasticity factor.

C h a p t e r  2. E x c e s s  R e v e n u e s

0̂015. If, in the preparation of the budget or :n the 
May revenue revisions, the Governor projects that state 
revenues will exceed the maximum state revenue limit, 
the Governor in such budg't shall identify the amount of 
revenue in excess of the limit.
50016. There is hereby established in state 

government the Excess Revenue Fund, in which the 
Controller shall deposit any and all revenues above the 
state revenue limit for any fiscal year.
50017. Revenues in excess of the maximum state 

revenue limit may be used only upon the following 
circumstances:

(a) Upon a separately recorded %  vote of both houses 
of the Legisla. ure, recorded in the journal, and concurred 
in by the Governor, such vote to be accompanied by an 
explanation of the reasons for the state retaining and 
using such revenues rather than their being returned to 
the taxpayers as provided in subsection (b).

(b) All revenues not appropriated pursuant to 
subsection (a) shall be used exclusively for the following 
purposes:

(1) To pay for “additional’ ’ property tax relief 
programs funded by the state;

(2) To reduce statu U*xes below current statutory 
levels;

(3) To maintain a "prudent” surplus not to exceed 3 
percent of total revenues;

(e) For emergencies, if the Governor declares an 
emergency and such emergency is concurred in by the 
Legislature by Concurrent Resolution, or

(5) To fund a revenue sharing program with local 
government. vs

■O

0

0

1 SEC. 40.6. Section 11008.4 of the Welfare and
2 Institutions Code is amended to read:
3 11008.4. (a) Property taxes (1) as defined in Section
4 20584 of the Revenue and Taxation Code, which are
5 postponed by a person pursuant to Chapter 2 of .'art 10.5
6 (commencing with Section 20581) of Division 2 of the
7 Revenue and Taxation Code, and (2) as defined in
8 Section 20511 and 20512 of the Revenue and Taxation
9 Code, on which a person is granted assistance pursuant to
10 Chapter 1 of Part 10.5 (commencing with Section 20501)
11 of Division 2 of the Revenue and Taxation Code, and (b)
12 renters credits as defined in Section 17053.5 of the
13 Revenue and Taxation Code, shall not be considered as
14 income or resources in determining the amount payable
15 to any person under Division 9 (commencing with
16 Section 10000) of the Welfare and Institutions Code.
17 This section shall not be construed to limit the
18 provisions of Section 11008 or 11008.1.
19 SEC. 41. Section 12400 of the Welfare and Institutions
20 Code is amended to read:
21 12400. (a) For the 1974-75 fiscal year, the county
22 share toward the cost of state supplemental aid
23 provided under this chapter shall be the amount
24 specified for the oarticular county in the following table:
25
26 Alameda..........................  $7,025,338
27 Alpine ............................  4,947
28 Amador...........................  33,704
29 Butte.............................  670,251
30 Calaveras..........................  77,181
31 Colusa ............................  49,813
32 Contra Costa....................... 3,476,380
33 Del Norte.........................  114,534
34 El Dorado.......................... 250,723
35 Fresno............................  2,904,906
36 Glenn..  ....................... 68,691
37 Humboldt.........................  720,054
38 Imperial...........................  470,331
39 Inyo..............................  72,676
40 Kern..............................  2,185,196
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1 Kings............;  388,717 '
2 Lake  .......................... 200,967

• 3 Lassen  .........................  74,308
j 4 Los Angeles.......................  46,323,058

5 Madera ..........................   461,328
{ 6 Marin.............................  579,850

7 Mariposa............... i..........  29,298
8 Mendocino........................  353,434
9 Merced1.............  ;..  707,640
10 M o d o c ............................  43,587
11 M o n o .............................  12,975
12 Monterey .........................  923,764

i i3 Napa..............................  415,106
14 Nevada............................  179,187

| 15 Orange............................  3,060,075
! 16 Placer........................ '....  367,389

17 Plumas............................  73,565
18 Riverside..........................  2,669,507

\ 19 Sacramento........................  4,872,097
2 0 San Benito ......................... 73,296
21 San Bernardino....................   3,090,547
22 Can Diego.........................  5,367,654
23 San Francisco....................... 9,468,300
24 San Joaquin......................   . 2,617,685
25 San Luis Obispo............   539,061
26 San Mateo.........................  2,258,583
27 Santa Barbara ...................... 1,077,275
28 Santa Clara......................... 4,656,892
29 Santa Cruz......................... 755,346
30 Shasta.............................  588,992
31 Sierra.............................  9,556
32 Siskiyou...........................  180,859
33 Solano ................    691,459 A
34 Sonoma...........................  1,118,960
35 Stanislaus........................... 1,523,171
36 Sutter.............................  213,560
37 Tehama............................ 179,320
38 Trinity............................  36,021
39 Tulare ..........................   1,606,935
40 Tuolumne.......................... 113,202
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1 Ventura............................ 1,188,797
2 Yolo ........... :.................. 462,791
3 Yuba..............................  316,161
4 ___________
5  $ 1 1 8 , 0 0 0 , 0 0 0  

6
7  For the fiscal year 1 9 7 3 - 7 4 ,  each county’s share shall be
8  4 5  percent of the amount specified in the above table for
9 the particular county. Beginning with the fiscal year

1 0  1 9 7 5 - 7 6 ,  the amount payable by each county in each
11 subsequent year shall be determined by multiplying the
1 2  1 9 7 4 - 7 5  base-year amount by the ratio of the county’s
1 3 modified assessed value in the subsequent year to the
1 4 county’s modified assessed value in the base year.
1 5 (b) Beginning with the fiscal year 1 9 7 8 - 7 9 ,  the amount
1 6 payable by each county shall be determined by adjusting
1 7 the amount payable in the prior fiscal year by the lesser
1 8 of:

20 m  8eeR«n &26-R
2 1  ( J )  The percentage change from the p rio r Fiscal year
2 2 to the current fiscal year in the amount o f  property tax
2 3  derived from tax rates levied pursuant to Article 4 o f
2 4  Chapter 3 o f  Part 1 o f  Division 1 o f  the Revenue and
25 Taxation Code; or
2 6  (2) The percentage change in modified assessed value
27- from the prior fiscal year.
2 8  (c) The term "modified assessed value” for the current
2 9  year means the total of (1) the taxable assessed value of
3 0  state-assessed property and the exempt assessed value of
3 1 partially or totally exempt state-assessed property on
3 2  which tax losses are reimbursed by the state and (2) the
3 3  product of the sum of (i) the taxable assessed value of
3 4  county-assessed property, (ii) the exempt assessed vr lue
3 5  of partially or totally exempt county-assessed property on
3 6  which tax losses are reimbursed by the state, and (iii) the
3 7  sum of assessed valuation equivalents of revenue amounts
3 8  certified pursuant to Section 2 7 4 2 3  of the Government
3 9  Code and Section 3 8 9 0 5  of the Revenue and Taxation
4 0  Code times the average of the factor certified for the
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1 current year under Section 17261 of the Education Code
2 for the local roll of the county with the factors so certified
3 for the two immediately preceding years.
4 The term “modified assessed value” for the base year
5 means the total of (1) the taxable assessed value of
6 partially or totally exempt state-assessed property on
7 which tax losses are reimbursed by the state and (2 ) the
8 product of the sum of (i) the taxable assessed value of
9 county-assessed property, (ii) the exempt assessed value

10 of partially or totally exempt county-assessed property on
11 which tax losses are reimbursed by the state, and (iii) the
12 sum of assessed valuation equivalents of revenue amounts
13 certified pursuant to section 27423 of the Government
14 Code and Section 38905 of the Revenue and Taxation
15 Code times the factor certified for the base year under
16 Section 17261 of the Education Code for the local roll of
17 the county. The factor referred to herein is as corrected
18 pursuant to subdivision (b) of Section 1819 of the
19 Revenue and Taxation Code. The assessed valuation
20 equivalents of Section 27423 of the Government Code
21 and Section 38905 of the Revenue and Taxation Code
2 2 shall be derived by multiplying such amounts by a factor
23 of 100 and dividing the product by the county’s secured
24 tax rate for the prior year.
25 For purposes of this subdivision commencing with the
26 1976-77 fiscal year, the term “taxable” assessed value of
27 county-assessed property shall not include any assessed
28 valuation upon which tax receipts are allocated to a
29 redevelopment agency pursuant to Article 6
30 (commencing with Section 33670) of Chapter 6 of
31 Division 24 of the Health and Safety Code.
32 The State Controller shall determine the amount
33 payable by each particular county In subsequent fiscal
3 4 years under this section.
35 (d) The counties’ share toward the cost of care and
36 administration provided under this chapter shall be paid
37 to the state monthly.
38 SEC. 42. Section 14150 of the Welfare and Institutions
39 Code is amended to read:
40 14150. (a) For the 1971-72 fiscal year, the county

^  1 share toward the cost of care and administration
2 provided under this chapter shall be the amount
3 specified for the particular county in the following table:
4
5 Alameda..........................  $11,832,000

, 6 Alpine ............................ 5,000
O r C y  7 Amador..........-................ 156,000

8 Butte.............................. 952,(XX)
9 Calaveras..........................  215,000

10 Colusa............................  142,000
11 Contra Costa......................  6,018,(XX)
12 Del Norte.........................  123,000
13 El Dorado.........................  359,(XX)

' 14 Fresno............................  6,873,000
15 Glenn.............................* 187,OCX)
16 Humboldt.........................  1,200,000
17 Imperial...........................  430,000
18 Inyo..............................  241,000
19 Kern..............................  5,233,000

0  ) 20 Kings.............................  740,(XX)
, 21 Lake............................ . 132,(XX)

22 Lassen............................  124,000
23 Los Angeles........................ 99,975,000
24 Madera ......   661,000
25 Marin.............................  1,120,000
26 Mariposa.....................  33,000
27 Mendocino..................... ...  550,(XX)
28 Merced ...........................  1,545,000
29 Modoc  120 ,000 '
30 M o n o .............................  31,000
31' Monterey .........................  2 ,5 9 5 ,0 0 0
32 Napa.............................. 550,(XX)
33 Nevada............................  425,000

^  J  34 Orange............ *................ 10,3 9 5 ,0 0 0
35 Placer.............................  913,000
36 Plumas ............   2 2 0 ,0 0 0
’37 Riverside  .......................  5,160,0(X)
38 Sacramento........................  8,627,(XX)
39 San Benito ........................  181,000

v-jU  40 San Bernardino ..............  6,462,000


