
Proposition 13: California Reaps 
the Whirlwind 	 by Lindy Davies 

The Honorable Albert Rodda, former California State Senator 
and Finance Committee Chairman, spoke as a sort of Georgist 
emeritus on the L.A. Conference's panel on cities. Quiet and self-
effacing, the Senator presented compelling statistics on his state's 
dreadfully inequitable revenue fix, and described the huge task 
faced by today's reformers. He should know in the late lOs, while 
the tax revolt that culminated in Proposition 13 was gathering 
steam, Senator Rodda was offering his state a sane alternative. He 
proposed a Constitutional amendment that would gradually ex-
empt improvements from taxation, and raise taxes on land values. 
The citizens of California, however, were panicky about wildly 
escalating property values - and they voted to cut taxes, at all costs. 

Proposition 13, which was enacted in 1978, mandated that: 
1) property taxes shall not exceed one per cent of the assessed cash 
value of a property-, 2) those cash values would be frozen at 1975-76 
levels, unless the property were sold or newly (continued on page four) 



Page Four 
	 Henry George News, July - August 1993 

Proposition 13... 	(continuedfrom front page) 

built; 3) property taxes could not ever increase by more than two per 
cent in a year; 4) Any new tax must be approved by a two-thirds vote 
of the legislature. 

This was a massive tax cut. The Congressional Budget Office 
estimated the revenue loss for 1979 at $7.04 billion. The other shoe, 
however, did not drop right away. A state budget surplus allowed a $4 
billion "bailout" of local governments in 1979. Plus, in a classic 
example of short-term political salesmanship, the new law benefit-
ted homeowners - but only temporarily. This phenomenon was 
explained by Oregon State Senator Jason Boe: 

Two-thirds of the property tax are now paid by income-producing 
properties... one-third by homes. As those homes sell - because Southern 
Pacific does not sell its railroads, and utility owners don't sell their 
utilities.., the relationship... is going to be the other way: homes are going 
to be picking up two-thirds of the total property tax burden.... 

Those predictions were borne out in a San Francisco Chronide 
article of October 1985, which quoted Ernest Comalli, a Sonoma 
County assessor: "It's the new kid on the block, our children, who are 
really paying." The shift of tax burdens from businesses to homeown-
ers led many to call for "split-roll" reassessments, to stave off 
alienation of the constituency that voted for Prop. 13 in the first 
place. Residential/commercial split-rolls are still under debate today. 

The assessment freeze meant a hodge-podge of revenues, creating 
tax-rich and tax-poor areas, and hiking the cost of rented housing. By 
removing their ability to raise enough tax revenues to meet their local 

needs, Prop. 13 effectively took a 
great deal of political power away 

- - 	 from local governments. This is 
ironic, because the ineffectiveness 
and waste of central government 
was of the main selling points of 

• 	 the tax revolt. It became evident 
- 	' that California voters were mad 

Mason Gaffney n -___- 	about taxes in general. The prop- 
erty tax was just the easiest one to cut. 

Not that property taxes weren't a problem. California is prob-
ably the only state in which the average residential property has a 
higher assessed land value than building value. Population and 
prosperity had lifted Californian land values since WWII; specula-
tion and sprawl had jacked them up still more. Ted Gwartney pointed 
out that the value of an average Los Angeles home had doubled in the 
last 25 years - while the value of the land beneath it had doubled 
fifteen times! Before Prop. 13, there had been large annual jumps in 
property assessment; people began to panic. But rather than take the 
sensible step of lowering the taxes on buildings, California allowed 
the huge tax bills to create momentum for a drastic tax cut. 

One way that California communities have tried to raise money 
for local needs, and restore some semblance of local control over the 
revenue process, is to create "special 
assessment districts." This strategy was 
discussed by Dr. Donald Shoup, a pro- - 
fessor of Architecture and Regional Plan-
fling at UCLA. Dr. Shoup noted the 
success of the city of Venice at rehabili-
tating its dilapidated system of canals 
using this plan 

Special assessment districts allow 	-- 	 ' 	 - - 

Dr. D for the collection of revenue for a spe- onald Shoup 

cific project, from the properties that will be enhanced by it. In the 
case ofVenice, many properties along the old canals had been allowed 
to deteriorate; assessments since 1978 had been very low. For the 
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canal renovations, properties in the district were charged an average 
of $7000 each. Deferments were given to low-income properties - 
which effectively amounted to loans against subsequent increases in 
the properties' value. New construction was stimulated, because of 
the increased land values that would come from the public improve-
ment. 

Other conferees noted various equity problems with this ap-
proach. For one thing, many of the residents of the dilapidated 
properties along the Venice canals were renters. Owners of those 
properties became able to increase their rents without making 
any investment except the all-but-guaranteed loan from the city. 
Furthermore, the special assessment gambit really does not adequate- - 

ly address the issue of local control - because those who benefit from 
the public improvements are not likely to be those who are most in 
need of better public services. 

All of the panelists agreed that the incentive structure that Prop. 
13 has created is profoundly anti-growth. "New constructiondoesn't 

pay its way in services," explained 
California Tax Reform Assn. Di- 

r- rector Lenny Goldberg, "unless a 
house is worth $350,000 or more." 

• 	
I 	 Commercial properties, which tend 

not to be sold very often, do not 
• 	 - 	pay their infrastructure cost except 

Senator Albert Rodda 	
through fees levied over and above 
the property tax - fees which re- - 

quire a two-thirds vote to enact. All of these facts add up to an 
economy in which new construction must cater to the priciest market 
possible - and the pie is shrinking fast. 

Last year's Los Angeles riots brought to the public's attention 
some distinctive features of the L.A. police department. Patrolling the 
city in Vietnam-style helicopters, the LA.P.D. was shown to be the 
highest-tech, most remote force in the nation. That is explained by 
the fact that Los Angeles has by far the lowest ratio of police officers 
to citizens of any major U.S. city. It gets clearer all the time that 
public services in California simply lack any semblance of a proper 
funding base. And, in the mid-90s, there is one more compelling 
reason to worry about the California economy- military and aero-
space industries, which have played a large role in the state's prosper-
ity for the last thirty years, are being cut back. 

Many have thought that the fiscal chaos and inequity wrought by 
the tax revolt means that Prop. 13 is ultimately doomed. The 1985 
Chronicle article quoted Mann County Assessor James Del Bon: "I 
think in five or ten years the number of property owners paying on 
the high end will outnumber those on the low end. That will be 
enough to force a change." 

Senator Rodda is still pushing for a sane and equitable property 
tax in California, along with a strong team of California Georgists in 
San Francisco, Sacramento, Los Angeles and San Diego. The potential 
is enormous, but the obstacles are gigantic - a fact which prompted 
Senator Rodda to characterize L'VT in California today as "an almost 
insurmountable opportunity." 


