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ABSTRACT 

Data from the 1969-1982 issues of the Annual Report: Financial 
Transactions Concerning Cities of California have been computerized to provide 
detailed records of revenues andexpenditures of 57 "rural" incorporated 
cities in California with populations under 10,000. In addition to examining 
this data, we provide a comprehensive literature review and statement of 
California's property tax law, which was passed by the state's voters on 
June 6, 1978. Three aspects of Proposition 13 are examined: 

(1) The changing composition of revenues and expenditures, both before 
(1969-1978) and after (1978-1982), Proposition 13. 

(2) The degree to which revenues and expenditures have changed as a 
result of Proposition 13 (in terms of real and nominal dollars 
per capita). 

(3) The current trends and prospects facing small cities in providing 
public services in light of Proposition 13. 

With regard to the composition of funds, we show a greater reliance on 
"own-source revenues" and a declining dependence on federal revenue sharing 
and state and federal grants. Local governments have been quick to augment 
''current service charges" which now represent the largest source of revenues 
for small communities. Despite these efforts, equally hurtful to these 
communities (in addition to the loss in property tax funds) has been the 
concomitant decline in state and federal grants. In fact, state and federal 
grants have remained low while the revenue from property taxes has rebounded 
since 1978. 

Expenditure patterns have changed significantly since Proposition 13. In 
particular, investments in capital outlays have decreased relative to 
operating expenses. But the relative decline in capital outlays now matches 
the proportion which was spent in the early 1970's. Thus, the impact of 
Proposition 13 may have been to slow a trend towards growing expenditures for 
capital building and equipment. Expenditures on public safety and works have 
become relatively more important in small city expenditure patterns. 

With regard to changes in per capita revenues and expenditures, we relied 
upon an econometric model using dummy variables to sort out the effects of 
Proposition 13 over time. The results show moderate trouble ahead for local 
governments which appear to be spending more than they take in. Real per 
capita revenues declined sharply with Proposition 13 while real per capita 
expenditures hardly changed. 

Extrapolations from our model indicated that substantial deficits can be 
expected in the local government financial picture for numerous small cities. 
Although local governments have raised "current service changes", enough to 
compensate for the loss in property tax revenues (and although the tax 
revenues have increased in recent years as a share of total revenues), the 
expenditure pattern continues unabatted. Without remedial measures to cover 
public service expenses, community deficits will mount in coming years. 
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INTRODUCTION 

Proposition 13 

June 6, 1978 marked an historical change in California community finance 

when the state's voters passed by a wide margin Proposition 13, the 

Jarvis-Gann Initiative. This measure restricted the state's property tax rate 

to a maximum of one percent of assessed market value rolled back to the market 

values recorded in fiscal year 1975-76 and limited the annual reassessments to 

a 2 percent increase, except for transfer of ownership and new construction. 

It meant a cut in property taxes to both homeowners and businesses and reduced 

local property tax revenue by $6.4 billion in its first year; nearly 60 

percent below what they otherwise would have been (California, State 

Legislature, June 23, 1978). The revenue losses alone raised serious concern 

as to the ability of local governments to provide public services as before. 

Numerous emergency meetings were held to plan coping strategies and ways to 

save jobs. If it wasn't for Senate Bill 154 and a $4 billion surplus 

"bail-out" fund available in California's coffers, numerous local governments 

would have been drastically limited in spending levels and the ability to 

continue the employment of thousands of public servants. (California, State 

Legislature, June 23, 1978). Of course, cuts were still made in a number of 

expenditure categories, with some communities forced to alter budgets to a 

considerable degree. And there was the inevitable reduction of the "bail-out" 

fund. All combined, communities would be forced to carefully plan and to 

create new fiscal measures for the future. 

While the aftermath of Proposition 13 continues to be worked out and 

remains as a leading state issue, few quantitative assessments have been made 

of its economic impact in the State's cities. There is no clear picture of 

the emerging patterns in revenues and expenditures nor of the fiscal changes 
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adopted by communities. Previous studies have been primarily of a general 

survey type and qualitative nature (a subject we look at below) with little in 

terms of quantitative assessment. 

Study Objectives 

This study attempts to assess the impact of Proposition 13 on a 

particular set of communities, i.e., relatively small incorporated rural 

cities of California. After a brief review of the literature on the subject 

of Proposition 13, the bulk of the study examines the extent to which revenue 

and expenditure patterns were altered since the enactment of this law. It 

shows the emerging composition of revenues and expenditures which, in turn, 

highlights current trends. This study also develops a model which examines 

the degree to which revenues and expenditures have changed in terms of real 

and nominal dollars. Both the model and the analysis of fiscal patterns are 

used for examining the following issues: 

1. What were the trends for revenues, expenditures, and property taxes before 

the passage of Proposition 13? Were prospects bright at this time in both 

nominal and real dollars? How important was the property tax relative to 

other sources of revenue? From an analysis of these trends, we will know 

if the property tax law affected the stability of the structure of local 

governments. 

2. How did the enactment of Proposition 13 alter previous patterns in 

revenues and expenditures? This must be answered in two parts. Before 

Proposition 13, state grants (and federal grants not including Federal 

Revenue Sharing) were used primarily by cities for capital projects and 

not for their day-to-day operations. However, after Proposition 13, 

additional state grants from "bail-out" funds were apparently needed by 

cities for their day-to-day operations. 
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Did the available grants of state aid go primarily to maintain the 

day-to-day operations of small cities? And to what extent were future 

building capital outlays reduced? Our inquiry will show us the extent 

to which past patterns for capital outlays and operating expenditures 

were maintained. We will also know to what extent local governments were 

able to successfully maintain a significant level in both revenues and 

expenditures, despite the immediate reduction in property tax. 

The last part of the analysis is based on extrapolations of past 

trends. Here we are interested in the future and the ability of local 

governments to match revenues and expenditures for public services. Are 

small, incorporated cities becoming more indebted and less fiscally 

solvent than before? 

Previous Work 

Several researchers have studied some of the general impacts caused by 

the passage of Proposition 13. The program evaluation unit of the Department 

of Finance sent a questionnaire to all state municipalities of California 

(372 responded out of approximately 425) asking each to compare its actual 

1977-78 revenue and expenditures data with its budgeted data for fiscal year 

1978-79 (the first year of Proposition 13). The cities that reported, 

expected a drop of 9.3 percent in revenue between the two fiscal years listed. 

The evaluation unit also looked at the new expected revenue mix and at the 

expected changes in municipal expenditures, especially where government 

services would be scaled down or eliminated completely (California's 

Department of Finance, January 1979). But most of these efforts were purely 

conjectural because of the existence of state "bail-out" funds and uncertainty 
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about revenue trends from the federal government. Another study, reported in 

Cal-Tax Research Bulletin No. 12 (October 1978), assessed the first four 

months of fee activity after Proposition 13 was passed. It covered 

405 cities, all 58 counties, and 69 of the 700 special districts and revealed 

that: (1) fees and taxes had increased $100 million since June 6; (2) 

business license taxes in the 26 largest cities had increased $6 million; and 

(3) planning and development fees had been raised by $21 million. All of this 

activity occurred within 120 days after Proposition 13 was voted on and passed 

(Angel). 

Alvin D. Sokolow and Joan Hogan of the Institute of Government Affairs at 

the University of California, Davis studied small cities in California 

having populations of under 10,000. They looked at many aspects of local 

government, and this included how small cities were affected by 

Proposition 13. Here are examples of some of their appraisals: 

(1) Willows -population 4,777 (1980). Major financial impact on 

city ••• much deferred maintenance, will have to make drastic cuts in 

operations within a year ••• initial cuts in services (some later restarted), 

including library hours, recreation, park maintenance, street lighting. 

(2) Williams - population 1,655 (1980). Increased inability to replace 

public works employees who resign, department reduced from nine to four 

employees in two years ••• sewer fees were increased (Sokolow, August 1980). 

Another study prepared by Conard Jamison (1982) compares the total 

expenditure and revenues in California before and after Proposition 13. 

According to this report total expenditure by state and local government in 

California increased from $38.4 billion in the fiscal year 1978-79, the first 

year of passage of Proposition 13, to $44.5 billion in fiscal year 1979-1980, 
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the second year under the measure. In fiscal year 1977-78, just before 

Proposition 13, California ranked 15th among the states with respect to total 

expenditures by state and local government per $1,000 of personal income. In 

fiscal 1978-79, under Proposition 13, California moved down to 28th place 

among the states. The report shows that the effect of Proposition 13 upon 

expenditure by state and local government in California was considerably less 

than its impact upon revenue. Large surpluses had been built up prior to the 

passage of Proposition 13, and these were drawn upon to sustain the level of 

expenditure after Proposition 13 went into effect. Between fiscal 1977-78 and 

fiscal 1978-79, total general expenditures by state and local government 

increased by $604 million, or 1.6 percent. In the same interval, total 

general revenue showed a net decline of $2.1 billion, or 5 percent. Table 1 

shows the net change of revenue and expenditures for three fiscal years before 

and after Proposition 13, according to the Jamison report. 

Total 
Total 

Total 
Total 

Table 1. Net Change in Revenue and Expenditure for State and 
Local Governments in California 

1977-78 1978-79 1979-80 

general expenditure (billions) +$4.4 +$0.6 +$6.1 
general revenue (billions) +$5.2 -$2.1 +$6.5 

general expenditures +13.2% +1.6% +16.0% 
general revenue +14.4% -5.0% +16.5% 

Source: Conard c. Jamison, "Before and After Proposition 13: Expenditure 
by State and Local Government in California," March 1982. 

In another report prepared by Senate Office of Research ("Perspectives on 

State and Local Finance") a detailed description of the revenues and 

expenditure status of cities, counties and special districts in the year prior 
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to Proposition 13 and in succeeding years are provided. The report showed 

that: 

- city general purpose revenue has declined an inflation adjusted 

9.1 percent between 1977-78 and 1983-84. 

city reliance upon the state for general purpose revenues has declined 

since 1977-78: state subventions made up 12 percent of city general 

purpose revenues in 1977-78, and 6 percent in 1983-84. 

- city expenditures for public safety have increased more rapidly than 

any other expenditure category. Most categories have suffered a real 

(inflation-adjusted) decline in support. 

LOCAL GOVERNMENTS OF CALIFORNIA 

Since the above studies, few analytical approaches have been undertaken 

to ascertain the effects of Proposition 13 on finances of local communities. 

Besides the Sokolow and Hogan study, we know of no other study of 

Proposition 13 effects on small, incorporated cities of California. The 

importance of these communities is highlighted in Table 2. It shows the 

relative position of cities with populations under 10,000 compared to other 

population groups. 

Cities with under 10,000 people are the largest number spread throughout 

the state and cover a wide range of different socioeconomic conditions. Over 

a third are rural, with a relatively heavy base of economic activity derived 

from agriculture. Another third are incorporated within large Standard 

Metropolitan Statistical Areas like San Diego, Los Angeles, San Francisco, 

Sacramento, Bakersfield and Fresno. The rest of the cities fit somewhere 

in-between being "rural" or cosmopolitan in character. All small communities 
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Table 2. Cities of California and Percentage of State 
Revenues and Expenditures by Population Group, 1982 

Number of Percentage 
Cities in of Cities 

Group in Each Percentage of 
Group Classification Classification Group Revenues Expenditures 

Under 10,000 162 37.8 4.3 4.0 
10,000 - 25,000 97 22.6 5.8 5.8 
25,001 - 50,000 81 18.9 10.8 10.7 
50,001 - 100,000 63 14.7 18.0 17.4 
100,001 - 250,000 20 4.6 15.9 16.1 
over 250,000 6 1.4 45.2 46.0 

Total 429* 100.0 100.0 100.0 

Source: State Controller Annual Report of Financial Transactions Concerning 
Cities of California, Sacramento, 1981-82. 

*The City and County of San Francisco is not included in this total. 

fall short of attaining economies of scale in terms of local government 

administration and services. Many of the smallest rural communities of less 

than 5,000 population cannot maintain a fully paid local government office or 

manager of services. They, therefore, derive support, such as police and fire 

protection, from the county and/or local volunteer groups. On the other hand, 

many of the small cities are experiencing, for the most part, a resurgence in 

population growth, attributed to the growing numbers of retirement age people 

and many others who prefer a small city lifestyle. 

Overall, what makes the group of smallest cities particularly important, 

is the fact that they represent a large cross-section of California people and 

communities. Because they lack size, both in terms of population and economic 

wealth, they may not be able to respond as quickly and professionally to 

measures like Proposition 13. From this study we can learn more about the 
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general economic status of the majority of California's cities, the impact of 

Proposition 13, and the policy implications of future and similar measures. 

RESEARCH PROCEDURE 

Sample Cities 

Fifty-seven, small, incorporated cities in California were chosen for 

this study by the following criteria (see Appendix I for list and population 

figures). First, all cities with populations of 10,000 or under (as of the 

1980 Census) were considered. Second, cities with populations under 500 

persons were ignored, primarily because of the difficulty of obtaining data. 

Third, cities which were not incorporated were also dropped, mainly because of 

their dependence upon state and county support of services with relatively 

less in the way of local decision-making. Fourth, cities with special 

characteristics (resorts, military bases, etc.) were excluded as well as those 

that were very "urban" and indistinquishable communities very near or within 

large SMSAs. For this study we sought cities which depend more upon their own 

resources (generated locally) and with a population base big enough to support 

an effective local government structure. 

Data Set 

The secondary data used in this study was retrieved from all issues of 

the annual report: Financial Transactions Concerning Cities of California 

(California State Controller), covering fiscal years 1969-1970 to 1981-82. 

This report includes a detailed quantitative description of revenues and 

expenditures for every incorporated city in California for each fiscal year. 

(A copy of examples are given in Appendix II). This is the only reasonable 

and consistent data set to use for this type of study. It should be noted, 

however, that the system used by the State Controller's Office for reporting 
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the revenues and expenditures categories was significantly modified in 

1981-82. Consequently, it was necessary to consult the State Controller's 

Office to make the 1981-82 data comparable with previous years. As indicated 

below, the data for 1981-82 does not fit particularly well with previous 

trends. Although we made every effort to have comparable data, we are not 

exactly sure why 1981-82 poses an inconsistent factor in the analysis below. 

Definitions for Revenue and Expenditure Categories 

Before discussing the trends and composition of revenues and expenditures 

of the cities, it would be useful to look at the categories of revenues and 

expenditures during the years of our study (see Appendix II). Expenditures 

are separated into expenses (day-to-day operations) and outlays (capital 

expenditures). Revenues are separated into general revenue (those revenues of 

the city that cannot be associated with a specific expenditure function) and 

functional revenue (those revenues that can be associated with and allocated 

to one or more expenditure functions). 

Some of the categories for revenues and expenditures have been grouped 

together. For revenues we have the following categories: 

(1) "Taxes" refers to property tax, transient lodging taxes, business license 

taxes, etc.; 

(2) "Licenses and permits" refers to animal licenses, construction permits, 

etc.; 

(3) "Fines and penalties" refers to vehicle code fines, other fines; 

(4) "From other agencies" refers to alcoholic beverages fees, cigarette 

taxes, etc.; 

(5) "Current service charges" refers to zoning fees, subdivision fees, parks 

and recreation, etc.; and 
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(6) "Other revenue" refers to sale of property, contribution from city owned 

enterprises. 

For expenditures we used the following terms: 

(1) "General Government" refers to legislative, management and support, etc.; 

(2) "Public Safety" refers to animal regulation, building regulation, etc.; 

and 

(3) "Public Works" refers to street work, parking facilities, etc. 

A more complete breakdown of each category can be found from the samples of 

the data sheet for years 1969-1981 and 1981-82 included in Appendix Ila-d. 

GENERAL TRENDS 

Table 3 shows the revenues and expenditures and net revenue for the 

57 cities in California in nominal terms, from 1969-1970 to 1981-82. 

According to this data for small, incorporated cities of California, there has 

been a steady growth in revenues and expenditures since 1969. This growth, 

however, is deceptive because the data is unadjusted for inflation and 

population growth, i.e., the real purchasing power of the dollar per capita 

over time. Note, however, that for 1978-79 and 1979-1980, two years after 

Proposition 13, revenue was nearly constant ($86.1 million in 1978-79 and 

$86.8 million in 1979-1980). For 1980-81 and 1981-82 there was a big jump in 

revenue. By 1981-82 local governments had increased revenue significantly 

above planned levels of expenditures, leaving the highest net revenue recorded 

since 1969 ($14.4 million). But during this same period (following 

Proposition 13), inflation was rampant, as much as 14 percent per annum. 

Thus, in real value terms, revenues and expenditures hardly changed over the 
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Table 3. Total Unadjusted Revenue and Expenditure (57 cities) 
1969-1982 

Revenue Expenditures Net Revenue 

1969-70 23,317,600 23,189,900 127,700 

1970-71 24,973,200 24,549,100 424,100 

1971-72 29,555,900 27 ,872 ,300 1,683,600 

1972-73 36,920,900 32,174,600 4,746,300 

1973-74 40,605,400 38,310,300 2,295,100 

1974-75 47,385,400 47,107,900 277 ,500 

1975-76 61,463,200 58,264,700 3,198,500 

1976-77 64,184,500 58,830,100 5,354,400 

1977-78 80,879,700 73,675,000 7,204,700 

1978-79 86,082,000 80,154,100 5,927,900 

1979-80 86,847,700 81,762,800 5,084,900 

1980-81 91,623,400 89,551,100 2,072,300 

1981-82 116,085,467 101,658,000 14,427,467 

last four years. In the analysis below, we provide charts for trends in both 

nominal and real terms to examine the real purchasing power of small cities. 

SMALL CITY REVENUES 

Changing Composition of Revenues 1969-1982 

Here we examine some of the changes taking place in small city income and 

tax collections. In order to compare the revenues of the fiscal year 1981-82 

with other years (1969-1981), some adjustment has been made. The city revenue 

information reflects only city general purpose revenues (as opposed to total 

revenues). Table 4 shows how the aggregate sample of communities changed 
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their sources of revenue and their financial allocations over the last decade. 

In the table, two sets of percentages are calculated for the fiscal year 

1981-82: (1) using the same factors used in the annual reports of previous 

years and (2) using all the revenue factors that have been reported for this 

year with the State Controller's new method of reporting revenues and 

expenditures. 

Before we examine the data from Table 4, we chart some of the key revenue 

sources on Figures 1 (in nominal terms) and 2 (in real dollar terms). Both 

illustrate the sudden dip in property tax funds beginning in 1978. But, more 

importantly, the figures show: (1) a rebound in property tax revenues in 1979 

and (2) a strong and significant decline in revenue from state and federal 

grants. The top three lines of both figures show the trends in revenues and 

expenditures and a revenue line which omits state and federal grants. From 

1980 and onward, we see expenditures exceeding revenues (a subject we discuss 

further below). What these lines tend to show is that while the decline in 

property taxes (due to Proposition 13) had a marked effect (negative) on small 

city revenues, the relative drop in state and federal grants had an even 

larger effect. 

a) Property Taxes 

Returning to Table 4, property taxes were 25.09 percent of total revenues 

for fiscal year 1969-1970 and were the biggest portion of local government 

revenue until 1972-73. Property taxes' relative share of revenue dropped 

substantially in the following years, even before the advent of Proposition 

13. The year before Proposition 13 (fiscal year 1977-78) property taxes were 

only 14.29 percent of total revenue as compared to 25 percent nine years 

before. After Proposition 13 they were only 7.66 percent of total revenues 

(fiscal year 1978-79). However, since 1979-1980 property taxes have climbed 
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Table 4. Distribution of Revenue, 1970-1982 (N•57) 

Type of Revenue 1969-70 1970-71 1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-ao 19ao-a1 19a1-a2l 19a1-a22 

Property Taxes 25.9 

Sales and Use Tax 20.35 

Other Taxes 6.46 

Licenses and Permits 1.33 

Fines and Penalties 2.50 

From Use of Money and Property 2.54 

Federal Grants .79 

State Grants 6.96 

Federal Revenue Sharing 

Vehicle in Lieu Taxes 

Gasoline Taxes 

From Other Agencies 

Current Service Charges 

Other Revenue 

N/A 

6.32 

a.45 

1.46 

lO.a6 

7.29 

24.23 

19.76 

6.71 

1.42 

2.51 

2.50 

2.1a 

7.a 

N/A 

6.43 

7.74 

1.34 

11.15 

6.a3 

22.23 

19.54 

6.30 

1.62 

2.49 

2.00 

6.40 

a.77 

N/A 

5.2a 

6.96 

.92 

l0.7a 

7.10 

19.25 16.a9 15.a7 14 .21 

19.33 21.66 21.43 19.06 

5.4a 5.21 5.2a 4.56 

1.65 1.32 l.la 1.17 

2.00 l.a4 1.67 1.48 

2.02 3.09 3.37 l.9a 

a.66 6.54 11.63 20.a1 

7.36 9.ll a.a 10.96 

7.96 6.a5 6.oa 5.26 

4.55 4.94 4.20 3,59 

5.54 4.90 4.29 3.45 

1.5 2.2 2.u 1.9 

9.5a 9.a4 9.aa a.13 

5,43 5.al 4.56 3.62 

15.20 14.29 7.66 ll.71 12.a8 12.22 12.11 

21.a5 19 .52 20.21 24.3a 24.20 18.36 21.7 

5.03 5.oa 5.66 6.67 7.45 a.59 10.26 

l.6a 1.73 1.49 1.41 1.50 ,93 1.1 

1.56 1.42 1.53 1.66 1.65 1.24 1.47 

2.oa 2.11 3.45 5,22 5,95 6.02 7.12 

15.53 22.11 22.oa 13.57 11.03 9.65 ll.4 

a.la 7.24 a.37 6.00 6.77 5.07 6.00 

5.43 4.66 4.31 4.51 4.aa 4.3a 5.la 

4.0a 3.a9 4.07 5.10 5.ll 2.75 3.25 

3.4a 2.94 3.01 2.74 2.61 2.1 2.49 

.95 l.ll 2.41 1.59 l.3a 1.45 1.72 

10.35 9.49 9.79 10.97 10.89 25.36 12.91 

4.74 4.56 6.09 4.61 3.a5 2.1a J.29 

Total 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 

lueing all the factors of revenue that have been reported in 19a1-a2, i.e., using State Controller's new method for tallying revenues. 

2uaing the aaae factor of revenues as other years. 

f-' 
Vt 
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to 12.88 percent of total revenues. The property tax is no longer the most 

significant revenue source available to small cities. 

b) Own-Source Revenues 

The most notable trend in city revenues has been an increasing reliance 

upon those revenue sources over which cities have control. Examples are: 

sales and use taxes, other taxes, fines and penalties, and use of money and 

property. Since Proposition 13, the property tax has been replaced by the 

sales tax as the largest revenue source. In 1977-78, the sales tax comprised 

19 percent of total revenue and had increased to 24 percent in 1980-81. In 

1981-82 the percentage of sales and use tax moderately decreased to 21 percent 

of total revenue in our sample cities. This decrease was probably due to the 

recession and relatively high unemployment rates in 1981-82. 

c) Grants and Revenue Sharing 

The share of federal and state grants has also increased since 1969-1970. 

But surprisingly, reliance upon these grants has decreased since Proposition 

13; state grants made up 7 percent of general purpose revenue in 1977-78, but 

declined to 5 percent in 1981-82. Federal grants declined more sharply, from 

22 percent of total revenues in 1978-79 to about 10 percent in 1981-82. 

Federal revenue sharing was introduced as a new source of revenues to 

cities in fiscal year 1972-73. In its first year, it was 7.96 percent of 

total revenues. It has since dropped to a low 4.38 percent in fiscal year 

1981-82. The relative decline appears to be due to reduced funds from the 

federal government and to the increasing ability of small local governments 

to augment "own-source" revenues vis-a-vis the federal share. 

d) Gasoline Taxes 

Gasoline taxes from other agencies and other revenues have all dropped in 

importance throughout the years of our study. 
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e) Service Charges 

"Current service charges" were a small source of revenue until 

Proposition 13, but after 1978-79, this item grew remarkably so that in fiscal 

year 1981-82, the percentage of current service charges reached 25 percent of 

total revenue (or at least 13 percent after we made the State Controller's 

data comparable with previous years). 

Current Composition of Revenues 

Table 5 highlights the current sources of total revenue (general revenue 

plus functional revenue) for the fiscal year 1981-82. 

As the table shows, service charges have the largest proportion in total 

revenue of these small cities. However, the state's format of reporting 

1981-82 is different from the other years. Additional items have been 

included in revenue, for example: (1) in tax category, voter approved 

indebtedness, transportation, and utility users tax have been added, (2) in 

current service charge items: water service charge, electric and gas 

Table 5. Classification of City Revenues - Fiscal Year 1981-82 
(57 Cities) 

Revenue Accounts 

Current Service Charges 
Sales Taxes 
Property Taxes 
Federal Grants 
Other Taxes 
From Other Agencies 
Revenue from Use of Money 

and Property 
State Grants 
Federal Revenue Sharing 
Other Revenue 
Fines and Penalties 
Licenses and Permits 

Percentage 

25.36 
18.36 
11.22 
9.65 
8.59 
6.30 
6.02 

5.07 
4.38 
2.78 
1.24 

.93 

Total Revenue 116 ,085 ,46 7 
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revenues, cemetery, hospital, and housing revenues, ••• etc. has been 

reported. In other words the latest state report of Financial Transactions is 

more detailed now than before, which tends to give a slight upward bias to the 

size of "Current Service Charges." 

Own-Source Revenue vs. Intergovernmental Transfers 

Many governments have already learned that it is not easy to find new 

revenue sources. Arguments abound against almost any new source as being 

politically infeasible, too hard or expensive to collect, not a large enough 

revenue producer, too difficult to administer, or not equitable. Despite 

these difficulties and with the added inability to tamper with the property 

tax, California cities have diversified their revenue systems in order to 

acquire additional funds for governmental services. One way of seeing what 

local governments have done is to compare "own-source" revenue with 

"intergovernmental transfers." 

Own-source revenues include taxes, charges, and miscellaneous revenues, 

and intergovernmental revenue consists of revenue received mainly from state 

and federal transfers. 

As Table 6 shows, after Proposition 13, there has been a move towards 

greater reliance on "own-source" revenue and less on intergovernmental 

transfers, at least in this sample of communities. For 1981-82, over 

74 percent of municipal revenues were raised on average, by each locality. 

The predominent municipal revenue source is tax monies, although charges and 

miscellaneous have increased from 19 percent in 1977-78 to 36 percent in 

1981-82. It means that small cities are trying to overcome their financial 

problems by using the factors that they control at home. 
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Table 6. Percent of Revenue Sources by Municipalities 
1977-78 to 1981-82 

Revenue Source 1977-78 1978-79 1979-80 1980-81 1981-82 

Own Source 58.05 55.75 66.49 68.22 74.60 

Tax Revenue 38.89 33.53 42.76 44.53 38.17 
Charges and 19.16 22.22 23.73 23.69 36.43 

Misc. 

Intergovernmental 41.95 44.25 33.51 31. 78 25.40 

Total 100.00% 100.00% 100.00% 100.00% 100.00% 

Source: State Controller Annual Report of Financial Transactions Concerning 
Cities of California, Sacramento, 1981-1982. 

SMALL CITY EXPENDITURES 

Changing Composition of Expenditures 1969-1982 

Again, we note that the format of reporting expenditures by the State 

Controller's Office was changed in 1981-82, making comparisons difficult. 

Some general government expenditures were reported in a more aggregated format 

in year 1981-82, than in the previous years. Items like public works and 

public safety, however, were reported in a more disaggregated listing (see 

Appendix IIb and IId). Table 7 shows the percentage of each category with 

respect to total expenditure (expenses plus outlay) for the fiscal year 

1981-82. As it is shown, public safety is the biggest proportion of total 

expenditure and health outlay is the biggest item for long-term capital 

investment. 

Table 8 shows the historical composition of expenditure categories for 

years 1969-1970 to 1981-82. Beginning in 1969-1970, approximately 85 percent 
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of local government expenditures went to operating expenses. For each year 

after 1971-72, the fraction of local government expenditure which went to 

day-to-day expenses declined until 1978-79. From 1969-1970 to 1978-79 (with 

the exception of 1976-77) small local governments spent more and more for 

capital outlays. This pattern of expenditure on capital outlays could be a 

reflection of both: (a) rapidly growing revenues, which permitted greater 

relative expenditure for capital assets and equipment and, (b) an associated 

growth in population which necessitated greater expenditures for capital 

outlays. However, with the passage of Proposition 13, communities sharply 

curtailed expenditures for capital outlays and shifted more funds to operating 

expenses. 

Table 7. Composition of Expenses and Outlays for 1981-82 (N=57)* 

Expense Outlay 

General Government 9.8% .62% 

Public Safety 25.54% 2.00% 

Transportation 12.98% 4.94% 

Community Development 6.5 % .90% 

Health 10. 98% 6.50% 

Culture and Leisure 6.11% 1.42% 

Public Utility 9.68% 2.03% 

Total (100%) 81.59% 18.41% 

Total Expense and Outlay 116, 580, 000 

Note: 'Expense' relates to expenditures for day-to-day operation and 
'outlay' refers to long- term capital investments. 

a) Detailed Operating Expenses 

The trend shows that operating expenses are quite stable throughout time 

except for the categories of expenditures labeled "public works" and "General 
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Table 8. Distribution of Fiscal Allocation, Expenditure 
1970-1982 (N • 57) 

1969-70 1970-71 1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 

General Government Departmental Expenses 9.56 9.67 9.37 9.31 9.82 8.82 7 .84 8.82 9.59 8.31 

General Government De artmental Outla .99 .43 .59 1.13 1.64 1.91 .67 1.61 3.81 1.44 
I 

I I I I General Government Non-Departmental Expenses I 15.26 15.65 15.94 15.28 14.97 14.52 14.48 17.37 17.39 16.83 
I I I I I I I 

General Government Non-De artmental Outla .20 .11 .07 .u .16 .51 2.00 .73 2.36 .37 
I I I Police Protection Expenses 1 18.50 19.07 18.98 18.35 17.80 16.84 15.49 16.78 15.09 14.79 
I I I I I I I I I 

Police Protection Outla .82 .79 • 71 .99 .93 .83 .60 .82 .74 .64 

Fire Protection Expenses I 5.33 I 5.17 I 4.93 I 4.68 I 4.27 4.16 3.80 4.16 3.78 3.59 

Fire Protection Outlay 1.13 1.07 .53 1.08 1.29 .97 1.25 1.08 I 1.20 .69 

Other Public Safety Expenses 1.49 1.47 1.56 1.69 1.74 1.68 1.50 1.70 

I 
1.62 1.38 

Other Public Saf etY Outlay .04 .02 .02 .13 .06 .11 .10 .03 .04 .15 
I I 

I 
I I Public Work Expenses 26.99 27.30 I 26.13 25.05 24.90 I 23.7 22.35 22.68 21.43 19.82 

I I 
Public Work Outlav 9.16 9.70 10.91 10.06 13.63 14.39 20.51 13.50 13.11 21.62 

I I Health Expenses I .13 .13 .08 .09 .08 .06 I .03 .09 .07 .04 

Health Outlay .oo .oo .oo .oo .001 .002 I .001 .oo I .03 .oo 
I I I I 

Library Expenses 

! 
1.32 

I 
1.32 

l 
1.12 

l 
.90 

l 
.80 

l 
.86 .82 .97 

l 
.99 

l 
.62 

Library Outlay .31 .21 .09 .05 .41 .15 I .04 .25 .56 .88 

Parks and Recreation Expenses I 5.33 I 5.53 I 5.62 I 5.36 I 5.01 I 4.75 I 4.74 I 5.60 I 4.94 I 4.63 
I 

Parks and Recreation Outla 1.97 1.41 .66 2.91 1.65 1.85 1.47 1.96 1.46 1.59 

Other Expenses I 1.47 I .96 I 2.68 I 2.83 I .84 I 3.86 I 2.33 I .80 I .68 I .66 
I I I I I I I 

Other Outla .oo .oo .02 .oo .oo .oo .oo 1.07 1.59 2.09 

Sum of Expenses I 85.38 I 86.27 I 86.41 I 83.54 I 80.23 I 79.25 I 73.38 I 78.97 I 75.58 I 70.67 

I I I I I I I I I 
Sum of Outlays I 14.62 I 13.73 I 13.59 16.46 I 19.77 20.75 I 26.62 21.03 I 24.42 I 29.33 

*Note: This column differs from Table 7 because we corrected the 1981-82 State Controller's data to have it conform to data for previous years. 

1979-80 

I 9.28 
I I 

2.82 

16.03 I 
I I 

.26 

I 16.73 I 
I I 

.76 

3.99 

I .72 I 

I 1.50 I 
.11 I 

I 22.13 I 
I I 

14.58 

.48 

.oo 
I I 

l 
.63 I 

.001 I 
I 5.35 I 

1.97 

I 1.02 I 
1.53 

I 77 .14 I 
I 22.86 I 

1980-81 

11.15 
I 

1.49 

11.35 I 
I 

.23 

20.25 I 
I 

.87 

4.67 

.96 i 

1.76 I 
.13 I 

23.46 I 
I 

10.13 I 
I 

.17 

I .06 
I 

.71 I 

.01 I 
6.02 I 
1.42 

I 
.74 I 

4.41 

80.28 I 

19.72 I 

1981-82* 

11.67 

.77 

N/A 

N/A 

18.93 

1.16 

4.37 

.75 

1.14 

.18 

29.43 

13. 74 

.26 

.oo 

.11 

.03 

4.90 

1.19 

8.54 

2.22 

79.95 

20.os 

N 
I-' 
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Government-Nondepartmental" which is not available for the year 1981-82. 

Police protection expenditure has decreased for the year 1981-82 compared to 

the previous year but its outlay has increased almost twice as the previous 

year 1980-81. Public work varies from a high of 27.30 percent of total 

expenditure for fiscal year 1970-71 to a low of 19.82 percent of total 

expenditures for fiscal year 1978-79, the year after passage of 

Proposition 13. 

b) Public Safety and Works 

Spending on public safety and public works were the largest components of 

small city budgets throughout the years. Expenditures for city owned public 

utilities comprised a significant portion of the city budgets in year 1981-82. 

Expenditures do exhibit variations throughout the years, especially for 

outlays. 

ANALYSIS OF TRENDS 

The Model 

Econometric methods can answer two somewhat distinct questions about 

Proposition 13. Did the measure have any effect at all? If so, precisely how 

large was it and how did the effect vary in real or nominal value terms across 

communities? 

The following model was developed to ascertain the general economic 

impact of Proposition 13 in the 57 communities studies. Our model is 

specified as follows: 

Y = a + el (t) + e2 (D) + ~3 (z) 

Y* = a* + e4 (t*) 

a --represents the estimated pre-Proposition 13 intercept of the 
regressions; and 
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a*--represents the estimated post-Proposition 13 intercept of the 
regression; it is calculated by adding a to D. 

t --represents the time variable for pre-Proposition 13. 

t*--represents the time variable for post-Proposition 13. Its 
coefficient (S4) is calculated by adding the estimates for t and z. 

D --represents a dummy variable used to show the change in the value of 
the intercept after Proposition 13. 

z --represents a dummy variable used to show the change in the value of 
the coefficient t after Proposition 13. 

y and y*--represent the 10 dependent variables in the two equations. These 

are selected because of the various ways for measuring the effect of 

Proposition 13. They take into consideration trends before and after 

Proposition 13 in nominal (NOM) and real (RE) terms. For real values we have 

adjusted the nominal data by the Consumer Price Index for California. 

The ten dependent variables are: 

1. REV/NOM = Total revenues per capita in nominal terms; 

2. REV/RE = Total revenues per capita in real terms; 

3. REVO/NOM = Total revenue omitting state and federal grants per capita in 
nominal terms; 

4. REVO/RE = Total revenues omitting state and federal grants per capita in 
real terms; 

5. EXP/NOM = Total expenditures per capita in nominal terms; 

6. EXP/RE = Total expenditures per capita in real terms; 

7. EXPO/NOM =Total expenditures omitting capital outlays per capita in 
nominal terms; 

8. EXPO/RE = Total expenditures omitting capital outlays per capita in 
real terms; 

9. PROP/NOM = Property tax per capita in nominal terms; 

10. PROP/RE = Property tax per capita in real terms. 

Basically, there are three general types of dependent variables: 

REV = Revenues per capita over time 
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EXP = Expenditures per capita over time 

PROP = Property tax per capita over time 

Two other terms appear in the dependent variables of the above: 

REVO 

EXPO 

revenues per capita omitting state and federal grants 

expenditures per capita omitting capital outlays 

By examining trends in these two cases, we can see to what extent state and 

federal grants (or their absence), and capital outlays, affect the financial 

trends of small towns. 

The dummy variables 'D' and 'Z' allow us to take on two distinct values 

for time; i.e., time up to the enactment of Proposition 13 (1969-1970 to 

1977-78) and time from Proposition 13 (1978-79) to the latest year for which 

we have data (1981-82). These variables are utilized in the regressions to 

account for the fact that observations within the pre-Proposition 13 period 

are associated with one set of regression parameters, while observations in 

the post-Proposition 13 period are associated with different regression 

parameters. 

In the regressions we assume that y or y* obtained (in each of the 

10 cases) are normally distributed with different expected values but 

identical variances. When y or y* is associated with the dummy variable as 

follows: 

t 
= 1 if the time period is 1969-1970 to 1977-1978 

0 if the time period is 1978-1979 to 1981-1982 

the intercepts of the regression line (a or a*) measure the expected value 

associated with Proposition 13, while the slope coefficients measure (~'s) the 

difference in the dependent variable associated with a change from post­

Proposition 13 to pre-Proposition 13 periods. 
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There are 13 years of data corresponding to 13 observations available for 

each of the 57 cities included in this study, i.e., for fiscal years 1969-1970 

to 1981-82. The data for this model was stacked in order to obtain an 

aggregate data set. Stacking the data involves estimating one set of 

coefficients for the entire sample in our study. 

REGRESSION RESULTS 

Table 9 shows the estimated coefficients for pre- and post-Proposition 13 

periods for the ten different dependent variables. Since communities attempt 

to match revenues and expenditures for each fiscal year, we would expect that 

each related revenue and expenditure regression would have similar coefficient 

estimates for each of its independent variables. As the table shows, the 

REV/NOM and EXP/NOM or REVO/RE and EXPO/RE or REV/RE and EXP/RE have almost 

the same estimated coefficients. 

Some points of interest about the results of regression are the 

following: 

Estimates of the time coefficient (t) for REV/NOM, EXP/NOM, and PROP/NOM 

are positive and statistically significant. After Proposition 13, REV/NOM 

exhibits a positive and statistically significant time coefficient (t*) but 

the slope is smaller than the one before Proposition 13 (i.e., 22.65 is less 

than 26.52). Thus, nominal revenue definitely slowed down for the communities 

studied. In real terms, after adjusting for inflation, REV/RE has a negative 

slope after Prop. 13 (i.e., t* = -6.34) and it shows a decreasing trend. 

Negative and statistically significant time coefficients were estimated for 

REV/RE and EXP/RE. This indicates that real revenues and expenditures in the 

sample of communities studied dropped substantially after Proposition 13. 
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Table 9. Time Series and Cross Sectional Regression 
Equations for 57 California Cities, 1969-1970 to 1981-82 

Dependent Pre-Prop. 13 Dummy Variables Post-Prop. 13 
Variable Cl t D z a* t* R2 F-test Mean 

Pre. Post. 

REV/NOM 61. 79 26.52 35.30 -3.87 97.09 22.65 .37 142.193 244.65 
(5.1) (12.32) (.4) (-.5) 

REV/RE 83.40 8. 77 128.61 -15.ll 212.01 -6.34 .18 24.28 130.85 
(13.59) (8.04) (2.91) (-3.84) 

REVO/NOM 81.04 15 .82 -249.72 23.98 -168.68 39.80 .34 128.903 223.15 
(11.89) (13.07) (-5.1) (5.49) 

REVO/RE 90.91 3.17 -22.16 .53 68.75 3.70 .17 18.22 120.12 
(26.82) (5.26) (-.91) ( .24) 

EXP/NOM 61.63 24.51 -86.81 7.82 -25 .18 32.33 .37 142.73 234.17 
(5.19) (ll .61) (-1.01) (1.02) 

EXP/RE 81.33 7.86 75.88 -9 .86 157.21 -2.00 .17 20.76 124.81 
(13.57) (7.38) (1.76) (-2.56) 

EXPO/NOM 61.91 16.73 -262.79 24.42 -200.88 41.15 .48 228.671 184.62 
(8.44) (12.84) (-4.99) (5.2) 

EXPO/RE 74.20 4.4 -25.42 .45 48.78 4.85 .17 19.12 98.81 
(20.13) (6.72) (-.96) (.19) 

PROP/NOM 22.09 1.92 -57.35 4.39 -35.26 6.31 .16 47.16 33.43 
(16.05) (7 .85) (-5.7) (4.97) 

PROP/RE 22.78 -.25 -20. 77 1.31 2.01 1.06 .14 42.14 19.29 
(28.27) (-1.76) (-3.6) (2.55) 

Note: Partial regression coefficients are listed with the corresponding T-statistic 
shown in parenthesis. Time ranges from 1969-1970 to 1981-82 fiscal years. 
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REVO/NOM, REVO/RE, EXPO/NOM, and EXPO/RE have positive and statistically 

significant time coefficients before and after Proposition 13; i.e., both t 

and t* values are positive in each case. As stated previously in the paper, 

omitting state and federal grants and capital outlays would allow us to study 

the day-to-day (operating) finances of these local governments, since we 

essentially eliminate the data which covers capital building funds. This 

again would indicate that these cities were providing their inhabitants with 

real increases in the quantity of day-to-day governmental services. When 

federal and state grants and capital outlays are omitted from the data base as 

indicated by this set of dependent variables, the effects on revenues and 

expenditures are not the same. What is evident is that small local 

governments are maintaining an ability to finance their day-to-day operations 

or, at least, they have given major attention to this type of public service. 

What has changed most significantly under Proposition 13 is the funding level 

for capital building and expenditure. The regression coefficients for t* are 

greater than for t, which also leads us to infer that state and federal grants 

have had a relatively large effect on the ability of local governments to 

provide public services and capital expenditures. We can also infer that a 

relatively large share of state grants went to cover operating expenditures 

after Proposition 13. No doubt, the state's "bail-out" funds helped small 

city governments to handle operational expenses. This is evident when see 

that EXPO/NOM has a positive significant time coefficient after Proposition 13 

(t* = 41.15), much larger than before (t = 16.73). This suggests that the 

trend of the day-to-day governmental expenses was significantly enhanced. 

Thus, an important post-Proposition 13 impact has been a significant increase 

in day-to-day operational expenditures vis-a-vis capital outlays which tend to 

go for buildings and equipment. 
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It is also important to note the estimated coefficients for REVO/RE. It 

is both positive and statistically significant after Proposition 13 

(i.e., t* = 3.70). This shows that small city governments adjusted quickly to 

Proposition 13 and put into effect measures derived from their own revenue 

sources which allowed them to keep their revenues up as before to a 

significant extent. 

The time coefficient for property taxes (where t* = 6.31 in PROP/NOM) is 

statistically significant after Proposition 13. This, at first, may seem 

surprising since the purpose of Proposition 13 was to decrease property taxes. 

But what the time coefficients show is that property taxes were relatively 

unimportant as a city revenue (with a flat trend, or t + 1.92) before 

Proposition 13. However, property taxes rose quickly in importance as a 

revenue source after Proposition 13. 

Because of the way Proposition 13 was implemented, a huge decrease came 

about in the first year of Proposition 13. However, as persons sold their 

properties to new owners, the property tax that these new property owners paid 

was and is based on the new price and not the 1975 price level. This is the 

major reason for the sharp increase in the slope of the time coefficient. 

EXPRAPOLATIONS AND FUTURE TRENDS 

It would be interesting to see what the future trend in revenue and 

expenditure would have been in the absence of Proposition 13. Results of the 

regression equations are used to forecast the future trends (1985 through 

1990) of revenues and expenditures for with and without Proposition 13 

scenarios. 

The forecasted future revenues and expenditure trends should be analyzed 

with caution since time is the only independent variable which is included in 
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the regression analysis. This would imply that no major structural or 

institutional changes will occur in the future. Obviously, this is a very 

limited and simplifying assumption. In order to have a complete and thorough 

forecast; variables which will affect revenue and expenditure (besides time) 

should be included in the study. But in the absence of data and a good 

crystal ball, any exercise including other factors would not necessarily 

improve the forecasts that we make. 

Future trends of revenue and expenditure are shown in Figures 3 

through 6. In all cases, the solid lines represent the post-Proposition 13 

trend. The placement of the lines can be summarized in this way: 

Proposition 13 will result in future revenues significantly below past trends 

and projected local government expenditures will fall slightly below 

pre-Proposition 13 trends. 

As Figure 4 indicates that real per capita revenue in the absence of 

Proposition 13 would have been above the trend with Proposition 13. Figure 6 

shows an upward sloping per capita real expenditure, in the absence of 

Proposition 13, and a downward sloping trend with Proposition 13. While the 

real per capita revenue trend with Proposition 13 shows a downward trend, the 

real per capita expenditure exceeds the real per capita revenue in all years. 

Property tax declined, almost 50 percent, after Proposition 13 in both 

real and nominal term (from $11 million in 1977-78 to $6.5 million in 1978-79 

in nominal term and from $60 million in 1977-78 to $30 million in 1978-79 in 

real term). For estimating the deficit, the time coefficient for REV/NOM is 

subtracted from the time coefficient for EXP/NOM. Before Proposition 13, we 

have EXP/NOM -REV/NOM = -.16 + (-2.01) t. After Proposition 13, 

EXP/NOM-REV/NOM = -122.27 + 9.68 t. These equations can be thought of as 
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Figure 3. Extrapolation of Per Capita Nominal Revenue 
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Figure 5. Extrapolation of Per Capita Nominal Expenditure 
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estimates of deficits for these small cities. A negative sign for t would 

indicate that surpluses in local finances are expected in the future, whereas 

a positive sign would suggest the opposite. According to these estimates, 

after Proposition 13, substantial deficits are expected in the future. This 

portends bad times for small cities. This would imply that if the past trend 

continues into the future, cities will be spending more than what they 

collect. This trend obviously cannot continue and cities should either 

collect more revenues or cut expenditures. 

CONCLUSIONS 

Proposition 13 appears to have had numerous effects, most of them 

relatively negative on the small communities in our survey. Before 

Proposition 13, total revenues and expenditures were increasing over time in 

both nominal and real terms (this is true also when omitting government grants 

and outlays). A significant change in direction for revenue and expenditure 

occurs after Proposition 13. 

Table 4 illustrates how property taxes declined in relation to other 

revenue sources, from 14.3 percent of total revenues in 1977-78 to 

7.66 percent in i978-79. 

But this decline is not as great as the steady decline which had been 

occurring in previous years. In 1969-1970, property taxes were nearly 

26 percent of total revenues. What let the relative deterioration in the 

property tax revenue go without incident was probably Federal Revenue Sharing, 

which started in 1972-73 and represented nearly 8 percent of local government 

revenue for some years. In other words, community revenues were steadily 

climbing from sources other than property taxes. Thus, we should not lose 

sight of the fact that there was also a sharp decline in state and federal 
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grants (not Revenue Sharing) following the enactment of Proposition 13 (see 

Table 4). In 1978-79, federal grants were 22.1 percent of city revenues. In 

1979-1980, they were 13.6 percent, in 1980-81, 11 percent, and in 1981-82, 

about 10 percent of total revenues. Thus, the decline in local government 

revenues (and expenditures) following Proposition 13, cannot be attributed 

solely to this measure, the sharp drop in state and federal grants have had a 

strong (negative) impact on the ability of small cities to fund public 

services as well. 

The availability of state "bail-out" funds tended to abate to some extent 

damaging reductions in local government expenditures. Besides the "bail-out" 

funds (that helped), our sample of 57 small incorporated cities shows that 

local governments moved quickly to raise current service charges (including 

zoning fees, plant checking fees, special police services, engineering fees, 

street and curb repairs, sewer service, refuse collection, library fines and 

fees, parks and recreation charges, etc.). Only recently, in 1981-82, four 

years after Proposition 13, has revenue increased from property taxes to 

approximately former levels. 

Despite these adjustments, real per capita expenditure generally 

exceeded real per capita revenues in small cities. With the loss in revenues 

due to Proposition 13, small cities reduced some expenditures for capital 

outlays (see Table 8). In 1978-79, capital outlays represented nearly 

30 percent of local government expenditures, in 1981-82 that fraction was 

reduced to 20 percent. However, between 1969-1970 to 1977-78, the proportion 

of local government expenditures for capital outlays ranged from 13.59 

(1971-72) to 26.62 percent (1975-76), with the average ratio of capital 

outlays to total expenditures being for the most part less than 20 percent. 
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Thus, the impact of Proposition 13 has been to reduce relative city 

investments in capital outlays down to early 1970's levels. 

Perhaps the most important change to-date, following Proposition 13, 

is the fact that small local governments have attained a relatively strong 

reliance on own-source revenues for maintaining public services. In the 

coming years we can expect a greater interest in local governments for more 

freedom in ways to generate revenues, especially in the types of taxes they 

can assess. Also we have noticed that the role of the federal government 

revenue sharing has definitely decreased, evidenced not only by reductions 

in an absolute sense, but in its share of total revenues. 

js 6/25/84 C-35 
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Appendix I: Cities in Our Sample 

Estimated Population Estimated Population 
Citx Name June 30 1 1982 CitX Name June 30 1 1982 

1. Alturas 3,144 29. Jackson 2,528 

2. Anderson 7,381 30. Lakeport 3,866 

3. Angles 2,301 31. Le Moore 9,772 

4. Auburn 7,790 32. Lincoln 4,315 

5. Biggs 1,413 33. Live oak 3,336 

6. Bishop 3,389 34. Livingston 5,605 

7. Blue Lake 1,218 35. Los Banos 10,933 

8. Calipatria 2,703 36. Morro Bay 9,398 

9. Calistoga 3,973 37. Mount Shasta 2,895 

10. Chowchilla 5,272 38. Nevada City 2,434 

11. Colusa 4,075 39. Orland 4,205 

12. Corcoran 6,576 40. Oroville 9,442 

13. Corning 4,986 41. Pismo Beach 5,528 

14. Crescent City 3,125 42. Portola 1,892 

15. Dos Palos 3,167 43. Red Bluff 10,213 

16. Dunsmuir 2,253 44. Rio Dell 2,735 

17. El Paso 45. Rocklin 7,980 
de Roliles 10,704 

46. San Juan 
18. Ferndale 1,397 Bautista 1,299 

19. Fortuna 7,868 47. St. Helena 4,943 

20. Fort Bragg 5,334 48. Susanville 6,620 

21. Grass Valley 7,454 49. Sutter Creek 1,740 

22. Gridley 4,072 50. Weed 2,879 

23. Grover City 9,152 51. Westmoreland 1, 720 

24. Gustine 3,343 52. Wheatland 1,553 

25. Hollister 12,541 53. Williams 1,661 

26. Holtville 4,579 54. Willits 4,008 

27. Imperial 3,627 55. Willows 4,952 

28. Ione 2,277 56. Yountville 2,994 

57. Yreka 6,402 
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