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¨  Proposition 13 (1978) - nuts & bolts:  
 Limits property tax rate to 1% of full market value, 

  
  Caps the increase in property value at 2% with reassessment at 

 full market value only upon change of ownership, 
  

  Rolls back property values for tax purposes to 1975-76 levels,  
  Requires 2/3 voter approval to raise “special taxes,” 

  
  Requires any increase in state taxes to be approved by 2/3 vote 

 of the state legislature, 
  

  Effectively transferred the authority for allocating 
 property tax  revenues from local government to  the 

state. 
¡  ©2006 CaliforniaCityFinance.com  



¨  Proposition 218 (1996) 
¨   Expanded restrictions on local government 

revenue-raising by adding Article XIIIC and XIIID 
to the Constitution, which allow the voters to repeal 
or reduce taxes, assessments, fees, and charges 
through the initiative process; reiterates the 
requirement for voter approval for both “special 
taxes” and “general taxes,” and imposes procedural 
and substantive limitations on assessments of real 
property and on certain types of fees.  



¨  Education Relief Augmentation Fund  
¡  In 1992, the State of California enacted legislation 

that shifted partial financial responsibility for 
funding education to local government (cities, 
counties and special districts). The state did this by 
instructing county auditors to shift the allocation of 
local property tax revenues from local government 
to “educational revenue augmentation 
funds” (ERAFs), directing that specified amounts of 
city, county and other local agency property taxes be 
deposited into these funds to support schools.  



¨  The state has provided some funding to local 
governments that it considers mitigation of 
ERAF. However, the vast majority of these 
funds are earmarked for particular purposes. 
Moreover, a relatively small portion of these 
funds has gone to cities.  



¨  In 1992, California voters approved Proposition 
172, which provided sales tax funding for police, 
fire and other public safety programs. Proposition 
172 funds will provide about $2.8 billion to local 
government in FY2012-13, leaving local citizens 
facing a $4 billion net ERAF gap inFY2012-13.  

¨  Considering all state subventions that the 
Legislative Analyst defines as “ERAF mitigation,” 
the net ERAF impact on cities is over $900 million 
in the 2012-2013 Fiscal Year.  



¨  Proposition 1A-(2004) 
 

¨  In November 2004, the voters of California approved Proposition 1A, an 
amendment to the California state constitution intended to restore 
predictability and stability to local government budgets. The measure:  

¨  Strengthens prohibitions against unfunded state mandates by requiring 
the state to suspend state mandates in any year the Legislature does not 
fully fund those laws.  

¨  Expands definition of state mandate to include transfer of responsibility 
of a program for which the state previously had full or partial 
responsibility.  

¨  Decreasing VLF revenue from the 0.65% rate without providing 
replacement funding to cities and counties.  

¨  Shifting property taxes from cities, counties or special districts with 
certain exceptions.  

¨  Failing to reimburse to cities and counties for the ¼% local sales tax 
shifted under the triple flip.  



¨  Proposition 1A requires the Legislature:  
¡  To either suspend a mandate or appropriate the necessary 

funds in the budget to reimburse local governments for all 
costs of complying with the mandate, including those in 
prior years;  

¡  To reimburse local governments when the state mandates 
that local government assume a greater percentage of the 
financial responsibility for a program or service 
previously shared with the state; and  

¡  To begin repaying amounts owed to local governments 
for mandate costs incurred prior to FY 2004-05.   

¡  Proposition 1A does not apply to mandates affecting 
local schools or mandates related to employee relations 
and collective bargaining.  



¨  Continuing Attacks on Redevelopment 
¨  Another ERAF 
¨  Proposition 22 
¨  AB26 and the Demise of Redevelopment 
¨  SB 89 and the Loss Of MVLF 
¨  Prisoner Realignment 



¨  Since Proposition 13— 
¡  Sales Tax (and TOT) Became the Focus 
¡  Fiscalization of Land-Use 
¡  Cities Practice Fiscal Development and Call It 

Economic Development 
¡  Incentives Game 
¡  Widened the GAP Between the “Have” & “Have Not 

Cities” 
¡  Many Cities and Their Constituents Substitute 

Marketing for Market Research 



¨  Urbanization & Sprawl 
¨  No Ethnic Majority—The Complexity of Cultural 

Diversification 
¨  Expanding Environmental Impacts of Growth 
¨  Issues Are Not Just Local 
¨  Shifting World Economy 
¨  Has the American Dream Become a Myth to the 

Majority of Americans 
¨  Job Skills for the New Economy (Whatever That 

Is) 
¨  The Shape and Form of Household Formations 



¨  Local Government Political Pressure to— 
ú  Expand 

 Housing Opportunities 

  Market Rate 

  Affordable 

 Economic Development 

  Business Attraction 

  Business Retention 

  Image, Services and Money 

ú  Preserve 
 Neighborhoods 

 Level of Service 

 Quality of Life 

ú  Continue to do More with Less 

 



¨  METRO POLITICS 
¡  Urban, Suburban, Exurban Trends 

ú  Inner-City Exodus—Inner-City Renaissance 
ú  First, Inner-Ring, Suburbs 

  Central and North Orange County 
  West San Gabriel/East and South San Fernando Valley 
  East San Gabriel and West San Fernando Valley 
  Long Beach, South Bay and East Los Angeles County 

ú  New Suburbs 
  South Orange County 
  North San Diego County 
  Ventura County 

ú  Exurbs 
  Inland Empire 
  High Desert 



¨  AMERICAN METRO POLITICS 
ú  The New Suburban Reality—Myron Orfield 

¡  METRO PATTERNS 
ú  CENTRAL CITIES 

  28 PERCENT OF THE POPULATION IN THE 25 LARGEST U.S. 
REGIONS 
 These communities have inadequate local resources and high concentrations 
of residents needing social services.  The most heterogeneous group, central 
cities include both strong and gentrifying cities such as Portland, Oregon, 
and Seattle and weak or declining cities such as Detroit and Milwaukee. 

 



¨  AMERICAN METRO POLITICS 
ú  The New Suburban Reality—Myron Orfield 

¡  METRO PATTERNS 
ú  AT-RISK SUBURBS 

  40 PERCENT OF THE POPULATION IN THE 25 LARGEST U.S. 
REGIONS 
 This group has present and growing social needs and draws two-thirds of the 
central cities’ per-household government resources.  Often more fragile than 
the communities they surround, the at-risk suburbs lack amenities such as 
large central business districts, gentrifying neighborhoods, large parks, and 
cultural resources.  These are the places that decline most rapidly when 
socio-economic stress begins to appear.  They also are the least likely to 
rebound from decline. 



¨  AMERICAN METRO POLITICS 
ú  The New Suburban Reality—Myron Orfield 

¡  METRO PATTERNS 
ú  BEDROOM-DEVELOPING SUBURBS 

  26 PERCENT OF THE POPULATION IN THE 25 LARGEST U.S. 
REGIONS 
 These are high-growth communities that lack sufficient resources to build 
schools and infrastructure.  Dubbed bedroom communities, they are built for 
young middle-class families with school-age children.  Many residents must 
commute long distances to work.  The high ratio of children in these 
communities contributes to overcrowded classrooms and low per-pupil 
spending.  Without a strong commercial tax base to help support public 
spending, these places find it difficult to provide adequate services such as 
schools, roads, and sewer systems. 



¨  AMERICAN METRO POLITICS 
ú  The New Suburban Reality—Myron Orfield 

¡  METRO PATTERNS 
ú  AFFLUENT JOB CENTERS 

  7 PERCENT OF THE POPULATION IN THE 25 LARGEST U.S. 
REGIONS 
 These communities have few social needs and extensive public resources.  
They are considered the most attractive communities in a region, creating a 
steady flow of jobs, expensive housing developments, and upscale retail 
outlets.  They contain proportionately about five times more regional office 
space than any other group of suburbs.  But that attractiveness comes at a 
price: their roads are congested and valuable open spaces are being lost to 
relentless development.  Ironically, many residents of these communities have 
been the leaders in the movement against existing patterns of development, 
imposing development moratoriums and devising other strategies to restrict 
development. 



¨  INEQUALITIES IN SUBURBIA  
¡  CHANGING DEMOGRAPHICS 
¡  LAND VALUES AND TAXATION 
¡  EDUCATIONAL ATTAINMENT 
¡  INCOME LEVELS 

ú  UPPER INCOME AND UPPER MIDDLE CLASS APPETITES 
ú  LOWER MIDDLE AND MIDDLE/MIDDLE POCKETBOOKS 

¡  SPACIAL PATTERNS AND INCOME 

¨  INEQUALITIES IN LOCAL GOVERNMENT FINANCES 
¡  HAVE AND HAVE NOT COMMUNITIES 
¡  THOSE WITH POWER CENTERS, REGIONAL AND AUTO MALLS 
¡  THOSE WITH STRIP CENTERS 



¨  Almost a Jingoistic Attitude in the Battle for 
Revenue 

¨  Internal Issues Overshadow the Impacts of the 
Externalities 

¨  Silos Have Become Taller and Wider 
¨  Regional Cooperation 

¡  What’s In It For Me 
¡  It is Probably a Mandate 
¡  Does it Make Financial Sense to Cooperate 



¨  Internal Focus is Proving Good Performance and 
Efficiency (Process Over Product) 

¨  Demand for Transparency 
¡  Reactive or Pro-Active? 

¨  Labor Costs and Employee Attitudes 
¨  Cut Back Programs Before Employees & Benefits 
¨  What about the Equitable Delivery of Public 

Services?  Has the Notion of Efficiency 
Overshadowed Effectiveness? 

¨  Are the Concepts of the New Public Management 
Really the Answer?  Is It About Management or 
The Building of Communities? 

 



¨  From the State—Senate Bill 89 
¨  No New Cities or Inhabited Annexations 
¨  Home Rule vs. the Power of the State 
¨  Dillon’s Rule—Who Knows What That Is? 


