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A Brief History of Property Taxes 

There has been no tax more condemned than the property tax.  Numerous economists and other associated 

“experts” have opined and studied property taxes for centuries; yet they prevail.  Property taxes, in some 

form or another, have existed since 6,000 BC.  The first known reference to a system of property taxation is 

found on clay tablets in the city of Lagash in what is now modern Iraq.  A review of other ancient cultures 

would find that the Egyptians, Greeks, Romans and virtually every other civilization since has relied on 

property taxes as a major basis for their revenue.   

The Ancients also understood that a basic tenet of successful property taxation was to be fair.  Interestingly, Alexander the 

Great charged his tax collectors with the responsibility to (1) lower taxes in conquered lands and to (2) use one-half of the 

taxes collected to pay for infrastructure improvements and public services in those conquered lands.  He clearly understood 

that by providing visible benefits received by the conquered for the taxation imposed he could avoid revolt and turmoil.  

Aristides, the Greek General was also a tax collector.  His honesty and fair play were so well respected that he was later called 

“Aristides the Just” and a statue was raised in his honor. 

About Property Taxes 

Negatives:  It is well established that property taxes are “the most unpopular of all taxes” according to many experts.  

Whether or not they are as unpopular as claimed, there is no dispute that they: 

 Are somewhat regressive, tending to fall harder of low value property 

 Often penalize a property owner for improving the property’s value 

 Are difficult to administer because: 

o Complex properties are difficult to accurately value 

o Business personal property is difficult to value and often escapes taxation 

o Settlement of issues of taxation rely on a fairly administered appeals system 

 The amount of tax levied does not always reflect an owner’s ability to pay. 

 Uniformity of valuation and thus taxation is an almost-unachievable goal.  

The wisdom of man never yet contrived a system of taxation that would operate with perfect equality.1  

 Tend to be relied on too heavily.  Too often state governments issue unfunded mandates down to local government, 

whose major source of revenue is the property tax.  Thus, local property taxes rise. 

Positives:  While we may complain about property taxes, they, like cockroaches, have been resilient and reliable. But, they are 

understandable and are difficult if not impossible to escape.  They are reliable and predictable.  And, their greatest strength lies 

in the fact that those officials imposing property taxes are the nearest level of government to those who pay.  Every citizen 

knows exactly to whom to complain, i.e. city councils, school boards and commissioners.  Often we run into these officials at 

church, school or the grocery store.  If not there, the individual(s) who are directly responsible for their imposition are within 

an easy phone call or visit.  Thus, while they are unpopular, the taxpayer generally knows how to ameliorate them to achieve a 

more reasonable level of taxation.  In summary, property taxes are: 

 A resilient and reliable source of revenue for local government 

 Almost impossible to escape, insuring all pay some share of the cost of government 

 Understandable 

 Easily appealable 

                                                   
1
 Andrew Jackson, President, United States 
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 Locally controlled and administered 

 Necessary:  Taxes are the price we pay for civilization2 

 

 

 

 

A Tale of Two States 

There is perhaps no better comparison of how two states approached the issue of rising taxes than Texas and California.  Both 

states began addressing the matter of rapidly rising property taxes at almost the same time: California in 1978 and Texas in 

1979.  But, both states took dramatically differing approaches.  California chose to significantly diminish their reliance on 

property taxes and almost completely abandon the idea of local government control of taxation with the passage of 

Proposition 13. Texas on the other hand chose to improve its property tax system and to continue to rely on the property tax 

leaving, significant local control in place.  

California’s property tax legislation was sponsored by Howard Jarvis, a representative of the Apartment Owners Association 

and was known as Proposition 13.  Texas’ legislation began with a coordinated effort by Senator Grant Jones and 

Representative Wayne Peveto.  The Texas bill (Senate Bill 621) became known as the “Peveto Bill”. 

Proposition 13:  This was and remains a landmark piece of legislation.  It has been emulated in other states, mostly in a 

somewhat lesser degree.  The general provisions of Prop 13 as it is called and its subsequent amendments are: 

 Rolled back real estate values to their 1975 levels 

 Capped value increases for appreciation/inflation to 2% per year 

 Property tax rates were limited to 1% of the property value 

 A change in ownership triggers an automatic reappraisal3 

 Allows parents to pass the property to their children/grandchildren without causing a value change 

SB621/Peveto Bill:  Few states have emulated Texas’ property tax system inasmuch as it has taken a radically different 

approach to property taxes.  Rather than abolishing them Texas has chosen to include them as an integral part of the overall 

state plan of financing government.  Property taxes have been reserved for local government.  In fact, Texas has a 

constitutional amendment prohibiting the state from levying property taxes. 

Rather, Texas chose to work to improve their administration and fairness.  Among the provisions of SB 621 and subsequent 

legislation are the following: 

 Established a central appraisal agency within each county whose job is to fairly appraisal all taxable property 

 Established an independent board of governance for the agency 

 Requires the education, examination and licensing of every person having the authority to make a value or taxation 

determination.  

 Established an independent appeals panel to hear appeals of valuation and exemption 

 Established a State Property Tax Division to conduct annual studies of the appraisal accuracy of each appraisal office 

 Legislatively empowered the Comptroller of the State of Texas to conduct audit and compliance studies of appraisal 

offices to insure their compliance with state laws and policies. 

                                                   
2
 Chief Justice Oliver Wendell Holmes, U.S. Supreme Court 

3
 A change in ownership must meet a three-pronged test:  (1) transfers a present interest in real property, (2) transfers a beneficial 

use of the property and (3) property rights transferred are substantially equivalent to the fee interest.  There have been numerous 
amendments and challenges to these general guidelines since the passage of Prop 13. 
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A Performance Review of California and Texas 
from 1978 to 2008 

Action California Texas 

Passage of Prop Tax Legislation 1978 1979 

Provides Local Control of Tax Effort No Yes 

Limits Property Appraisals on All Property Yes No4 

State & Local Tax Burden as % if income, 1978 11.7% 8.1% 

Per Capita State & Local Tax Burden, 1978 $1,182 $655 

State & Local Tax Burden, 2008 10.5% 8.4% 

Per Capita State & Local Tax Burden, 2008 $5,028 $3,580 

Overall State & Local Tax Rank, 1978 3rd 48th 

Overall State & Local Tax Rank, 2008 6th 43rd 

 

Changes in Public Education from 1978 to 2008 

 California Texas 

Rank of Public Schools in 1978  5th  42nd 

Rank of Public Schools in 20085  38th  29th 

Expenditures per Student, 2007  $8,267  $7,275 

Pupil/Teacher Ratio, 2007 (National = 15.3)  21.3  14.9 

 

The Impact of Prop 13 on Property Taxes 

Positive Impact of Prop 13:  Proposition 13 has both its critics and its supporters.  Depending on whether one benefits or 

suffers seems to be the major determinant of the position chosen.  In a paper entitled The Evolution of Proposition 13, the author, 

David Doerr of the California Taxpayers Association offers a number of arguments in support of Prop 13.  Among these he 

maintains the following points.  The opposing view of the author of this paper follows in Italics. 

 Stability is added to the “flow of property tax revenue”: He argues that during times of rapid inflation no major 

change occurs.  During times of recession, no major loss in revenue to local governments occurs.  It is agreed that 

“stability” is achieved.  However, what is not said is that the tax levy necessary for supporting local governments needs remains well below 

that level necessary to provide the needs expected by the citizens, who in the case of California have demanded expanded social services.  The 

“stability” achieved is akin to stating that “We have stabilized the daily food calories of our inmates; it remains at 500 per day even in 

these difficult times”. 

 No shift in the tax burden occurs:  The basis of this claim is that the assessed value of a single homeowner occupied 

property has averaged only a 7.1% growth over the past 30 years and that the average value increase based on median 

sales is 7.5%.  This argument is buttressed by the fact that homeowner occupied properties paid 34.3% of the 

property taxes in 1979-80 and in 2006-07 they paid 39.3%. Every study and comparison published indicates that a major shift in 

the tax burden has occurred.  See the table on page six of this report comparing the appraisal ratios of commercial property for the previous 

twenty years. 

                                                   
4 Texas has a constitutional amendment limiting annual residential homestead increases in value to 10%.  No other appraisal 
caps are allowed by constitution. 
5 Report Card on American Education, American Legislative Exchange Council, 2009 



 

 

4 

 Homeowners are no longer “Taxed off their property”:  Eighty-two percent of Los Angeles County’s 900,000 citizens 

65 and older are in the same house they lived in when Prop 13 was passed in 1979.6  Ninety percent of homeowners 

who benefited from Prop 13 are in the same houses they owned in 1978.7  This is a well documented fact.  Numerous reports 

point this out and also note that persons owning property in 1978 have been able to pass this property on to their grandchildren at the same 

low tax rate, thereby exacerbating the inequities among residential assessments.  Texas solved the problem of taxing the elderly off by 

passing legislation that prohibits a senior citizens home from being taken for taxes during their lifetime buy granting them a property tax 

deferral. 

 Property taxes have been controlled:  In 1978 Californians paid $1,182 per capita in state and local taxes.  In 2008 they 

paid $1,345; a change of only 13.8%!  Again, probably true.  What is overlooked or not mentioned is that they still pay among the 

highest overall tax burden in the nation due to personal income taxes, fees and levies by local government to pay for services and the highest 

property values in the nation. 

Interestingly, Mr. Doer’s paper also contained a table indicating the claimed level of commercial and industrial property 

assessments as a percentage of market value.  Below is that analysis prepared for California with a similar analysis prepared by 

the Texas Comptroller’s office for the same period of time. 

Table 4. Commercial and Industrial Property Assessments as a 

Percentage of Market Value8 

(Commercial Property Only) 

Year 
California 

Assessment Ratio 
Texas 

Assessment Ratio 

1988-89 70.4 .93 
1989-90 71.1 .93 
1990-91 74.2 .97 
1991-92 74.9 .98 
1992-93 81.9 .99 
1993-94 84.9 1.0 
1994-95 87.6 1.0 
1995-96 86.7 1.0 
1996-97 86.1 .99 
1997-98 80.6 .99 
1998-99 76.2 .99 
1999-00 75.6 .98 
2000-01 71.7 .97 
2001-02 74.9 .98 
2002-03 72.7 .98 
2003-04 71.5 .98 
2004-05 65.6 .97 
2005-06 61.0 .97 
2006-07 59.9 .96 

 

Negative Impact of Prop 13:  As stated previously, whether one benefits or pays appears to influence ones opinion 

concerning Prop 13.  The following are observations concerning the negative impact of Prop 13. 

The above table indicates that despite the claims of many supporters of Prop 13, the ratio of commercial property appraisals 

has continued to slip for the past decades.  Given California’s revenue limit laws passed in conjunction with Prop 13, this 

insures a transfer of the tax burden to other property whose value are not appraised as far from their actual fair market.  

Included in this group would be newly sold property, both residential, commercial and developed.   

                                                   
6 Joel Fox, Howard Jarvis Taxpayers Association, 2008 
7 The Devastation of Prop 13,  Mammoth Lakes Press, 2007 
8
 The Evolution of Proposition 13, David Doerr, California Taxpayers Association, 2008 
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For purposes of comparison, on the following page is a chart prepared by the Texas Comptroller’s Office, Property Tax 

Division indicating their estimates of appraisal accuracy for the period from 1997 to 2007 for all categories of property.  

Unlike California, you can see that Texas has performed an admirable job of maintaining equity in the appraisal process among 

the various types of properties being taxed. 

Texas Median Appraisal Ratios by Property Type, 1997-2007 

Property Category 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 

A. Single-family Residences 0.97 0.98 0.98 0.98 0.97 0.98 0.99 0.99 0.98 0.98 0.98 

B. Multifamily Residences 0.98 0.99 0.98 0.98 0.99 0.98 0.98 0.98 0.98 0.97 0.97 

C. Vacant Lots 1 1 1 1 1 1 1 1 1 1 1 

D. Rural Real 0.98 0.98 0.98 0.98 0.98 0.99 0.99 0.98 0.99 0.99 0.99 

F1. Commercial Real 0.99 0.99 0.98 0.97 0.98 0.98 0.98 0.97 0.97 0.97 0.96 

G. Oil, Gas, Minerals 1.01 1 1.02 1.03 0.99 1.01 1 1 1.01 1.02 1 

J. Utilities 1 1 1 1 1 1 1 1 1 1 1 

L1. Commercial Personal 1 1 1 1 1 1 1 1 1 1 1 

OVERALL 0.99 0.99 0.99 0.99 0.99 1 0.99 0.99 0.99 0.99 0.99 

            

Source: Susan Combs, Texas Comptroller of Public Accounts, Property Tax Assistance Division   

 

 Shifting the Burden:  Prop 13 failed to reduce Californians’ total tax burden; it shifted it from property taxes to state sales, income 

and corporate tax.  And fiscal crises as predictable as drought have prompted frequent state tax increases.  Californians now pay the 

highest income and sale-tax rates in the country.  Cold comfort that the property tax rate ranks 45th.9 

 Loopholes:  Of all the ways in which California residents have slit their fiscal throats over the last 30 years, surely the most inexplicable 

is the bestowal of a gaping tax loophole on commercial and industrial property owners.  The culprit, no surprise, is that 31-year-old wolf in 

sheep's clothing, Proposition 13, which prohibits the reassessment of any property except at the time of a change in ownership. California's 

property tax burden has gradually shifted to homeowners because commercial and industrial property doesn't change hands as often as 

homes and the sales can be easily disguised.10 

 Shifting the Burden:  Refer to Table 4, footnote 9. 

 Shifting the Burden: In Los Angeles County, for example, single-family residences accounted for 39.9% of the tax roll, by value, in 

1975, before Proposition 13. This year their share is 55.8%. In the same period, commercial-industrial property has gone from 46.6% of 

the tax roll to 30.9%. These figures are from the county assessor’s annual report, but a similar pattern holds statewide.11 

 Inequities:  No longer do we hear about senior citizens being forced to sell their homes because they can't pay outrageously high property 

tax bills. But Proposition 13 had the unexpected result of putting a lid on taxes from commercial properties -- and shifting the overall 

burden toward homeowners. The share of state revenue from residential property taxes has steadily increased, while the proportion from 

commercial properties has steadily declined. Why? Proposition 13 requires reassessment of a property only when it changes ownership. 

Commercial property simply doesn't change hands as often as residential property. That means there are fewer opportunities to reassess them 

at market rate.12  

                                                   
9
 Barron’s, Thomas G. Dolan, June, 2009 

10
 Los Angeles Times, Michael Hiltzik, July, 2009 

11 ibid 
12

 On Grim Realities and Escapism: Rethinking Prop 13; San Francisco Chronicle, January, 2003 

http://assessor.lacounty.gov/extranet/news/rollrls2009.pdf
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 Inequities:  The Beverly Hilton in Beverly Hills should be paying another $2 million a year in property taxes on its land. The hotel 

only pays $1.35/sq. ft. in property taxes compared to other property owners who pay roughly $5.00/sq. ft. The Luxe Hotel Rodeo Drive, 

a nearby competitor, pays $7.46/sq. ft. Both hotels charge similar room rates. 

 Inequities:  Goldberg calculates that Disneyland, which hasn’t had a reportable change of ownership since, well, forever, is currently 

taxed at an average of about a nickel per square foot. For comparison, a median California home bought last year out of foreclosure, 

measuring 1,600 square feet and selling for about $330,000 (these are averages from the California Assn. of Realtors), would incur 

property tax of about $3,300 per year, or $2.06 per square foot.13 

Summary:  The argument between the pros and cons of Proposition 13 will continue unabated.  It is undisputed among most 

organizations and institutions that have studied the matter thoroughly that any type of effort to abate property taxes using 

appraisal or revenue caps only serves to exacerbate the problem rather than ameliorate it as desired. 

The Economics of Property Taxes 

Texas TAX Revenue by Source 

Tax Collections By Major Tax Amount Percent of Total 

Sales Tax $21,604,090,350 26.75% 

Motor Vehicle Sales/Rental $3,341,588,813 4.14% 

Motor Fuels Taxes $3,101,526,779 3.84% 

Franchise Tax $4,451,325,736 5.51% 

Insurance Taxes $1,450,184,267 1.80% 

Natural Gas Production Tax $2,684,647,510 3.32% 

Cigarette and Tobacco Taxes $1,446,894,671 1.79% 

Alcoholic Beverage Taxes $784,068,675 0.97% 

Oil Production Tax $1,436,879,156 1.78% 

Inheritance Tax $5,580,142 0.01% 

Utility Taxes $503,878,555 0.62% 

Hotel Tax $370,979,724 0.46% 

Other Taxes $176,284,575 0.22% 

Local Property Tax $39,400,000,000 48.79% 

Total Taxes $80,757,928,953  

 

 

 

 

 

                                                   
13

 Michael Hiltzik, California Tax Reform Association, July, 2009 

http://www.car.org/newsstand/newsreleases/2009newsreleases/som2008release/
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Let’s Do Away With Property Taxes 

Sales Tax Required to Off-set Property Tax:  In Texas, for at least the last 30 years there has been discussion about doing 

away with property taxes.  Many plans have been offered.  Among the more popular schemes is the plan to substitute a sales 

tax for the property tax.  Proponents of this argument have opined that it would only take a “few more cents” on the current 

sales tax rate, generally set at 8.25% to accommodate this change.  Understand that in Texas in 2008, the last year for current 

data, $38.9 billion14 in property taxes were collected.  This is 48.79% of total taxes collected ($80.757 Billion).  The following is 

a summary of State sales tax collections: 

Current Gross Sales Tax Rate 8.25% 

Total Sales Tax Collected, 2008 $28.539 Billion 

State Share of Sales Tax Collected $21.604 Billion 

Local Government (Cities) $6.935 Billion 

Total Property Taxes Collected, 2008 $39.4 Billion 

Minimum Sales Tax Rate Required to Equal Prop 
Tax 

11.39%15 

 
Carefully avoided in the arguments for substituting sales taxes for property taxes is the undisputable fact that virtually all 
economists acknowledge that the sales tax falls hardest on those least able to pay.   “State and local sales taxes are regressive, 
requiring low-income and middle-income taxpayers to pay more of their income in tax than wealthier taxpayers. 
These taxes are regressive because low-income families spend more of their income on items subject to sales tax than do 
wealthier taxpayers”.16 
 
Substituting a Sales Tax Results in Great Tax Break for Non-Texans: Even more amazing is the fact that converting to a 

strictly consumer based tax serves as an incredible tax break for non-resident aliens who would no longer pay property 

                                                   
14

 Comptroller’s Office Annual Property Tax Report for 2008 
15

 Calculated by dividing $39.4 property tax revenue by gross sales amount of $345.927 billion.  Other reports indicate this 
requirement may be as high as 14%. 
16

 Institute for Taxation and Economic Policy, July, 2009 

The Economics of Property Taxes:Texas TAX 
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taxes on their substantial real and business personal property in Texas.   Not living in Dallas, they would pay no additional 

sales tax as well.  The Dallas Central Appraisal District reports the following data for its 2009 appraisal rolls. 

Total Property Value $213,264,955,430  

Total Residential Property Value $103,567,923,910 49% 

Total Commercial Value (in above) $78,986,835,670 37% 

Total Business Personal Property $30,712,195,850 16% 

Number of Residential Accounts 642,716  

Number of Commercial Appraisals 72,867  

Number of Business Personal Property Appraisals 82,038  

 

 

 

 

The above numbers and values represent the basis on which property taxes are collected.  The total tax levy for all entities in 

Dallas County is approximately $4.833 Billion. 

Property Owned by Non-Resident Persons/Corporations:  For 2009 the Dallas Central Appraisal District reports the 

following concerning commercial and/or business personal property owned by persons or corporations whose domicile is 

outside Texas. 

Number of Commercial Accts Owned by Person/Corp Outside Texas 7,816 

Number of Business Property Accts Owned by Person/Corp Outside 
Texas 

23,890 

Number of Residential Accts Owned by Person/Corp Outside Texas 19,812 

Value of Commercial Accounts Owned by Persons/Corp Outside Texas $24,338,893,000 

Value of Business Property Accts Owned by Person/Corp Outside Texas $19,170,860,000 

Value of Residential Property Accts Owned by Person/Corp Outside 
Texas 

$ 2,269,609,000 

Total Value of All Property Owned by Persons/Corp Outside Texas $45,779,362,000 

 

Total 

Residential 

Property Value

49%

Total 

Commercial 
Property Value

37%

Total Business 

Property Value

14%

Total Appraisal Roll by Property 

Type and Percent
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From the above data and charts it can easily be established that of the $4.833 billion in property taxes collected in 2009 in 

Dallas County, a tax break of $1,037,000,000 (21.46%) would be given to persons and/or corporations not residing in 

Texas.  This huge “tax break” for non-residents would result in a redistribution of the cost of government being shifted 

to the citizens of Dallas County in the form of increased sales and other taxes and fees!   

How About an Income Tax for Texas?: Most economist and property tax experts who have spent their careers studying 

this issue conclude there is only one viable alternative to effecting a major shift from local property taxes;  that alternative is 

the income tax.  This of course is the “third rail” that most politicians feel cannot be touched for fear of ending their careers.  

As an aside, Texas has a Constitutional Amendment17 that prohibits the imposition of an income tax except for school 

finance. This amendment even limits the Legislature’s authority to adjust the income tax rate without voter approval, should 

one be adopted.  This fact clearly demonstrates the general public fear of both an income tax and the Legislature. 

Thus, most can conclude that Texas will continue with a property tax for some time into the future.  How it is amended and 

applied will continue to be a hotly debated issue, as it has been since its initial imposition in 1845. 

  

                                                   
17

 Texas Constitution, Article VIII, Sec 24 (f)(g)(h) 
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We’re Number 1! 
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Articles and Studies 

 
Literally dozens of articles and papers have been written about Texas’ economy and its assumed insulation from the ravages of 

economic downturns on a scale suffered by other areas of the country.  An analysis of the various opinions seems to indicate 

that Texas does well because: 

 We are a Right to Work State 

 We Have a Pro-Business Environment 

 We Have low Taxes 

 We Have No Personal Income Tax  

 We Have a Favorable Regulatory Environment 

Buttressing these points are a number of articles and papers that have purported to study the various factors contributing to 

Texas’ phenomenal economic growth and stability.  Among the more interesting are: 

 The Lone Star State may have lost a powerful advocate in Washington, but its home to a remarkable eight of the top 20 cities on our list--

including No. 1-ranked Odessa, a small city in the state's northwestern region. Further, the top five large metropolitan areas 

for job growth--Austin, Houston, San Antonio, Ft. Worth and Dallas--are all in Texas' "urban triangle."18 

 Texans on average believe in laissez-fair markets with an emphasis on individual responsibility.19 

 California has placed “ethnic diversity” above “assimilation” while Texas as done the opposite.”Identity politics” has created psychological 

ghettos that have prevented many of California’s diverse ethnic groups and subcultures from integrating fully into the mainstream.  Texas, 

on the 20other hand has proactively encouraged all the state’s residents to join the mainstream. 

 Beyond taxes, diversity and the environment, Texas has focused on streamlining the regulatory and litigation burden on its residents.21 

 

 

 

 

 

 

 

 

 

 

 

 

                                                   
18

 Forbes Magazine,  April, 2009 
19

 Tory Gattis, “The Essence and Future of Texas vs. California, January, 2010 
20 ibid 
21

 ibid 
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Comparison of California v Texas Comparison of California v Texas 

Tax & Regulation Environment 

(Taken from Rich States, Poor States, 2009) 

Taxes on Labor California Texas Winner 

Top Marginal Personal Income Tax Rate   10.30%  0.00% Texas 

Marginal Personal Income Tax  9.30%  0.00% Texas 

Taxes on Capital    

Property Tax Burden (Per $1,000 of personal income)  $26.63  $41.06 California 

Estate/Inheritance Tax Levied NO NO Same 

Top Marginal Rate:    

Income, Dividends and Capital Gains  10.3%  0.0% Texas 

Top Marginal Corporate Tax Rate  8.84%  0.0% Texas 

Taxes on Consumption    

State Sales Tax Rate  7.25%  6.25% Texas 

Sales Tax Burden (Per $1,000 of personal income)  $23.72  $23.31 Texas 

Overall Tax Environment    

Overall Tax Burden  $118.33  $99.49 Texas 

Personal Income Tax Progressivity  $34.88  $0.00 Texas 

Recently Legislated Tax Changes (Per $1,000 of personal income)  +$0.88  -$3.92 Texas 

Number of Tax Expenditure Limits 2 1  

Regulatory Environment    

State Liability System Rank  44th  41st Texas 

State Minimum Wage  $8.00  $6.55 Texas 

Average Workers’ Compensation Cost  $2.72 $ 2.61 Texas 

Right-to-Work State NO YES Texas 

Government Spending Policies    

Total Expenditures per Capita $10,099.89  $6,845.26 Texas 

Average Growth in State Government  7.04%  5.96% Texas 

 

What Does this Mean to Us? 

Let’s Not Make the Mistakes California has Made:  The dramatic comparison between California and Texas made in this 

paper is not intended to in any way vilify California nor to diminish it’s great accomplishments.  Texas and the United States 

need a healthy, vibrant California.  We sincerely hope they will be able to achieve a full recovery of their economic power.   

This paper is intended to illustrate the dramatically different approach to taxes, and property taxes specifically, in California 

and Texas as each state has progressed through the last thirty years. California has supplanted local control of public schools 

and to a great extent, local governments with broad supervision and control from Sacramento.  

One of the “unintended consequences” of Prop 13 in particular has been the dramatic increase in developers cost when 

building new homes and businesses.  Cities and counties now require that not only infrastructure improvements be included in 

the developers’ plans, but also fire stations, recreation centers and in some circumstances public school facilities.  All of these 

costs are imbedded on the real estate, thus accounting for a major portion of the high cost of real estate in California.  Worse 

even is the fact that these costs, once provided by local government in the form of property taxes, are no longer deductible 

from ones federal income taxes.  Thus, Californians pay the full impact of this cost! 

What Should We in Texas Do? 

1. As citizens it is important to understand that we should not consider property taxes as a single aspect and determine 

they are bad.  Rather, we should look at the broader overall tax picture (property taxes, sales taxes etc.) and consider 

our state’s efforts to spread the cost of government among its citizens in a fair manner.  Property taxes deserve 

inclusion in this effort given the reasons previously mentioned. Knowledgeable professionals are the first to admit 

that the Texas property tax system needs additional “tweaking”, particularly in the enforcement of uniform rules and 
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regulations and the conduct and impartiality of the Appraisal Review Boards.  Nevertheless, property taxes are clearly 

and important and necessary part of the total tax equation. 

2. As Texas citizens we should work to minimize our tax burdens.  We should also be very careful to understand that for 

a state to be able to provide the services to its citizens that establish a vibrant and economically strong community; a 

necessity for a successful commercial endeavor, the state and local governments must have access to taxes.  Again, 

Judge Holmes statement, “Taxes are the price we pay for civilization” is an absolute fact.  We should understand what has 

contributed to California’s struggles and insure that we do not emulate them in Texas. 

3. Improve the process by increasing taxpayer awareness of their rights and opportunities within the existing property 

tax system thru the appeals process. 

4. Insure that the appeals process is fairly administered and is independent from those establishing the property value. 

5. Amend our Truth in Taxation laws to insure that a local governments desire to increase their property tax revenue be 

clearly understood and communicated to individual taxpayers in a manner that will insure that taxpayers awareness of 

the governmental intent. 

6. Quit relying on property taxes so much!  Too often we hear of bond programs and special projects that appeal to 

many citizens.  Within the framework of the presentation of such programs should be a definitive and accurate 

estimate of the property tax impact that each citizen can expect if such a program is enacted.  Programs ordered by 

the State or Federal Government requiring a property tax increase should be eliminated or funded by the appropriate 

authority. 

Summary:  Texas is the greatest place in the world to live!  Let’s keep it that way! 

 


