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Local Transportation Sales Taxes:
California’s Experiment in Transportation Finance

Amber Crabbe, Rachel Hiatt, Susan D Poliwka, and Martin Wachs

In the md-1980s, the Cabiforma legislature began
authorizing sales taxes for transportation projects in
mdividual counties Since then, residents of 18
counties—representing 80% of the state’s popula-
tion—have voted to raise their sales taxes for hmted
periods to pay for county and city ground tians-
portation mmprovements Collectively, these “local
transportation sales taxes” (LTSTs) generate roughly
$2 bilhon per year for the support of capital invest-
ments 1n new highways and transit systems and the
mamtenance and operation of exisung ones Since
their mception these taxes have been the fastest-
growimng source of revenue for transportation m
Califormua and have become a major tool with
which local cvic and political leaders bypass obsta-
cles in the state’s system of transportation finance
and decision-making

As many of these measures approach their expi-
ration dates, and come up for reauthorzation, Cah-
forma faces critical decisions about the role these
taxes should play mn transportation finance over the
comung decades Despite the broad adoption of
LTSTs, there has been no systematic review or eval-
uation of the transportation ssues they rase To
provide some perspective on therr benefits and hrmi-
tations, we undertook an exarmination of their con-
tributions to transportation improvements and their
implications for transportation decision-making

The popularity of the LTST strategy for raising
transportation revenues has been attributed to four
mmportant characteristics direct local voter approval,
finite hives (typically 15 or 20 years unless specifically
reauthorized by another popular vote), specific hists
of transportation projects, and county control over

the revenues raised These provisions give citizers
more-direct control over the transportation mvest-
ments that they pay for than has typically been the
case with motor-fuel taxes, and their broad tax base
enables large amounts of revenue to be raised with
relatively low tax rates

Method

To fully describe and evaluate California’s LTSTs,
we collected data presented to the voters (ballot
language, enacting ordinances, arguments for and
aganst the measures, and expenditure plans) on suc-
cessfl and fatling measures from every county that
has attempted to pass them In-person mnterviews
were conducted with several dozen people active 1n
Cahforma transportation policy-making These -
cluded county transportatton officials and represen-
tatives of the Bay Area’s Metropohitan Transportation
Comrrussion, the Califorrua State Association of
Counties, the Cahfornia Association of Councils of
Government, and the Self-Help Counties Coal-
tion. which represents the common interests of the
counties that have enacted LTSTs We exarmuned the
LTSTs adopted m 17 counties between 1984 and
1990 Despite many differences, these taxes share a
common focus on financing a transportation expen-
diture plan admimstered by a special transportation
authority

What LTSTs Are Supporting

LTSTs have supported a wide variety of
projects, with a fairly even split among
highways, local roads, and public transit.
Earher measures generally earmarked
LTST revenue for specific projects on
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the ballot, later measures more frequently allocated
funds for “program categories,” less-exphcit cate-
gories of uses and projects.

The most consistent trend m sales-tax expenditures
across all counties s that operations and mam-
tenance have received less funding than new capital
projects However, the content of LTST expendi~
ture plans varies widely from county to county and
measure to measure, reflecting differences m local
priorities with respect to the types of projects and
programs funded Rural counties are more likely
than urban ones to devolve the control of LTST
revenues to local jurisdictions, and to spend most of
their revenues on lighway projects, streets, and roads
rather than on transit

Transportation Authorities:
Roles, Relationships, Scope

Each county that collects and admuusters an LTST
has a designated transportation authorty, which
enables jomnt oversight by city and county govern-
ments These agencies may also serve as transit oper-
ators, metropohitan plannmg organizations, councils
of government, or congestion-management agen-
cies Whale 1t 15 very common for 2 single agency to
serve as both a transportation authority and a con-
gestion-management agency, it 1s less common for
such an authority to also act as a metropolitan
planning orgamization, since most counties with
LTSTs he within the boundaries of multicounty
metropolitan planning orgamzations (The latter are
regional agencies charged under federal law with
conductng a “continuing, cooperative, and compre-
henswve” planming process to determune the alloca-
non of federal transportation funds )

The creation of county transportation authorities
significantly reinforced the planming and delivery of
transportation improvernents at the county level But
stronger county-level decision-making weakens the
regional planming mandate of Califorma’s mult-
county metropohtan planmng orgamzations 1n
urban regions. State and federal funds, for example,
may be“diverted” to round out county expenditure-
plan funding packages. rather than spent on projects
priontized by the regional metropolitan planning
orgamization Opporturuties to plan regionally also
suffer where a large proportion of LTST revenue 1s
returned directly to local jursdictons within a
county. Another disadvantage of the county trans-

portation~authority admimistrative structure, from
the regional perspecuve, 1s the resource imbalance
created when certain counties have sales taxes and
their neighbors do not Intra- and intercounty coor-
dination, when 1t occurs, 15 typically focused on
transit service Intercounty road improvements do
not gain the same level of cooperation

Transportation authorities have the abihty to dehver
projects and 1mprovements themselves, rather than
relymg on Caltrans, and LTST proponents cite this
shift of authority from the state to 1ts counues as a
major benefit of the county-level taxes Since
LTSTs are approved directly by county voters rather
than through state legisiative acuion, county author-
1ties claim that public participation and accountabil~
ity have mmproved when transportation authorities
deliver projects themselves

The ways counties have defined the roles and re-
sponsibihities of their transportation authorities vary
widely But because these authorines have self-
defined mandates and have evolved without state or
metropolitan planning orgamization oversight, ther
governmg boards consider themselves accountable
solely to the county voters for implementing their
expenditure plans expeditiously Integratng land-
use plannmg with county-level transportation
planming, for mstance, 1s not an explcit transporta-
tion-authority goal or responsibility Some rapidly
developing counties, such as Contra Costa, have
adopted traffic-impact fees or growth-management
restrictions mnto their ballot language, while others
do not address the transportation/land-use hnkage
at all In most counties, transportation authorities are
not required to address related 1ssues and potental
mmpacts that result from localized transportation mn-
vestment, such as the need for mterurisdictional
coordination, and considerations of land use, envi-
ronmental protection, or s0C10€CONOMIC equIty

Project Selection, Prioritization, Delivery
Project Selection

Projects are typically selected, and often prioritized,
on the ballot measure All but five of Calforma’s
LTST measures earmark some amount of revenue
for specfic projects, imuting the power of trans-
portation authorities to reprioritize once the tax 1$
approved Even when funds are not earmarked for
specific projects, the mtended uses of these program
categories of revenue are constramned to varying




degrees mn the ballot measure Program categories
allow the uses of LTST revenues to be determuned
on an ongoing basis, and provide greater flexability
m setting spending priorities The uses of program-
category funds are typically determined by formula
or through a competitive grant-apphication process

All but two measures requure returning some fund-
mng directly to city and county governments or
other local agencies such as transit agencies Typi-
cally, allocation formulas take mnto account popula-
tion or road mules, and sometimes other factors In
these cases, local agencies select and prioritize proj-
ects according to therr local planmng processes, but
typically must submut an expenditure plan to the
transportation authority for approval Transportation
authorities may place conditions on the approval of
local jurisdictions’ requests for LTST dollars, such as
requiring expenditures to be consistent wath
growth-management standards adopted along with
the LTST

Project Priovitization

The state legislation requures all counties that adopt
LTSTs to establish priority projects in their expend:-
ture plans Some counties arcumvent the require-
ment by designating all projects “priority one” Other
counties have developed explicit prioritization cri-
ter1a The criteria may be used to select from a “wish
hist” of ballot projects, or applied as part of a pertodic
strategic plan update to determune which ballot
projects should be immediate priorities Counties
often make a priornity of projects that can use LTST
revenue as a match for funds from other sources

‘Wheze leveraging state and federal sources of fund-
mg 15 a signficant criterion for selection and prior-
tization, the county’s planming process for “measure
money” often occurs concurrently with the pro-
gramming of these other sources Counties also set
project priorites so that geographic subregions all
perceive some direct benefit from the LTST

However, project selection and prioritization n
practice are not always consistent with the prioria-
zation formulas or criteria Instead, the mmprove-
ments that actually get funded may be those where
the local jurisdiction does not oppose the project, or
where local governments have been wilhing to man-
age the delivery of the project wself

Project Delivery

Because they control the LTST revenues that make
these projects possible, transportation authorities
possess great leverage over the engmneerng and
construction of transportation projects The possi-
bility of expediting project delivery though private-
sector contracting 1s what motvated many of the
Self-Help Counties to consider passing an LTST
Transportation authorities typically claym a number
of advantages over Caltrans in developing and delv-
ering transportation projects: greater sensiivity and
flexability 1n responding to local needs, less mstitu-
uonal wmertia, and the flexibihty to simultaneously
pursue different phases of project dehvery at once
However, some countes developed their sales-tax
measures with the expectation that Caltrans would
still implement their highway projects

Flexibility to Respond to Changing Crrcumstances

Revenue shortfalls, cost escalations, or changing po-
hitical senuments about projects comphcate the
complete achievement of expenditure plans Never-
theless, there are constramnts to moving off target

Not only 1s 1t pohtically undesirable to amend a
voter-approved expenditure plan, but many coun-
ties also have prohibitively difficult requirements for
making revisions Often, major changes require
either voter approval or approval of the board of
supervisors and a double majority of city councils (a
majority vote of a majority of the councis mn the
county), while a transportation authority s board of
darectors or other oversight comuuttee can approve
only minor amendmernts

On the other hand, several transportatior: authori~
ties have succeeded mn shifting spending priorities
without formally revising their expenditure plans,
for example, by mposing price caps on voter-
approved projects and programs The most common
reason to alter an expenditure plan 1s deviation from
anticipated revenue streams due to economuc re-
cession, over-optimistic revenue forecasts, or both.
Other obstacles complicate the delivery of promused
projects msufficient external matching funds, cost
overruns, unforeseen environmental barners, kitiga~
tion, rsing energy and labor costs, and mtegjurisdic-
tional disagreements

Flexibly designed expenditure plans have suffered
fewer problems as a result of uncertam tax-revenue
streams Commutting to program categories of




funding, rather than earmarking funds for specific
projects 1s the most common method of building
flexibility into expenditure plans Ballot measures
that contamed wish hists of potenual projects but did
not firmly comumut specific amounts of money to
parucular ones also add flexibihty Incremental ex-
penditure plans, which select and prionitize projects
according to cycles of a few years, are 2 less com-
mon method of building in flexibility

Policy Considerations and Conclusions

LTSTs are not just a new revenue source, guned
with local voter approval, but also a2 new decision-
making process and structure Yet the reasons for
their appeal also hmut therr value m some respects
and raise mmportant questions about therr ultmate
role m large-scale transportation matters The rela-
tive inflexibility of ballot measures and the hmited
scope of most transportation authorities’ responsi-
bihties as planming agencies suggest that LTSTs and
their authorities are more appropriate as temporary
mechanmisms for delivering a few key projects

Indeed, 1n the earhest measures, proponents envi-
sioned transportation authorities as focusing solely
on the delivery of a few spectfied lugh-profile capi-
tal transportation projects, not on planmng LTSTs
have since evolved 1nto a funding source to serve
ongoing transportation needs, such as mamtenance
of local streets and roads, paratransit services, and
transit operations Throughout the state, transporta-
aon authorines now play mcreasingly central roles
in funding the ongoing operations of communities’
transportation systems Although transportation au-
thorities are accountable as project-dehvery agen-
ces, theiwr responsibiines have not been expanded
by the legislature or the voters to a level of account-
ability more appropriate for permanent, powerful
transportation planners and decision-makers

LTST project bists tend to be written inflexably nto
law, rather than funcioming as a funding source that
can be adapted to changing priorities and circum-
stances Transportation authonties face pressure to
expend funds 1 accordance with the ballot mea-
sures and to deliver on the commmtments made by
local pohical leaders regardless of changing budgets
or shifting political prioriies This pressure can have
serrous drawbacks—as shown by the many obstacles
to completion of projects admunstered by the trans-
portation authorities—as the transportation author-
ities have no mandate to base therr implementation

s15@4“- Nenproﬂt (}rgM ;%
UNEVER&UY(JFCAMFUHN?A - U Spicgstage

: California Policy| Research Center : Um\,ersw\of

.. 1950 Adgison Stréet, Siits, 202 Canfom
\Berkeley, Califormia 947267410

priories on project cost-effectiveness or environ-
mental consequences

This great pressure for accountabihity as defined by
the ballot expenditure plans hmuts the transporta-
tion authorities’ ability to respond to changing cir-
cumstances as well as to the changmg transportation
needs and prionties of the counties they serve, or to
the regional needs that requure 1mproved coordina-~
tion among agencies The conunued ability of
LTSTs to meet certamn of Cabforma’s local trans-
portation needs requires careful attention—at the
state, regional, and local level—to how the insutu-
tional aspects of LTST adrnumistration shape trans-
portation mvestments

Amber Crabbe, Rachel Hiott, and Susan D Poluvka ae
graduate students in the Departments of City and Re-
gonal Plannng and Cunl and Environmental Engineer-
mg, Marin Wachs 15 dwector of the Institute of
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This Brief 1s based on a study funded by CPRC’ Polcy
Research Program The authors’ detailed research findings
of the same title are available on the Web at wunw ucop edu/
cpre/ltstrpt pdf The study is free to Califorma state gov-
ernment offices and avalable to others for $15 (payable
advance by a check made out to UC Regents)
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