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THE CLASH OF GENERATIONS
By Niall Ferguson

California’s Split Personality
THE GOLDEN STATE’S TECH SECTOR IS BOOMING,
EVEN AS ITS INDUSTRIAL BASE FLEES
By Steven Malanga

THIS WEEKS HIGHLIGHTS
Item 2- Budget Hearings for the Fiscal Year 2016-17 Proposed Budget. The County's
Proposed and Supplemental Budget documents can be viewed at the following link:
http://www.slocounty.ca.gov/admin/Budget/2016-17_Proposed_Budget.htm
Budget hearing items not heard on Monday, June 13, 2016 will be continued to Tuesday,
June 14, 2016. At 9:00 AM Wednesday, June 15, 2016 the hearings will continue with the
Board considering contributions to outside agencies. The Board will take up its annual
perfunctory 3 hour review of the Budget at 9 AM on Monday. The annual budget review and
adoption is one of the most important policy considerations of any governmental jurisdiction. In
the case of SLO County, the basic County operating budget totals $574 million. Additionally
there is a Special District Other Agency Budget, Internal Service Funds Budget, and Enterprise
Fund Budget, which add an additional $142.8 million for a grand total of $716.6 million.
In General: The proposed FY 2016-17 Budget maintains the County’s basic policy direction
that has existed over the past decade:
The overarching strategic policy is the so-called “smart growth” no growth doctrine, designed to
limit the generation of greenhouse gases in the name of global warming. The Budget supports
this policy in various ways, including the augmentation of various regulatory, planning, and
processing staffers in various departments to bolster the effort. It also does not contain sufficient
resources to expand and maintain the County’s infrastructure, which in turn limits housing, jobs,
and economic development. Thus it is not just what is in the budget which is important. It is also
important what is not in the budget.
Fees (some increased by BOS action in December, 2015), taxes, and development exactions
(so-called mitigations) are maintained.
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Relatedly, the budget does not contain sufficient funding for road maintenance to stop the
decline of the road quality pavement condition index (PCI) or highway intersection level of
service (LOS). These deficiencies allow the Board and Planning Commission to forestall future
residential development. Instead of budgeting more for roads , at least 3 Board members are
endorsing a new ½ cent sales tax to begin to provide additional funding for road maintenance so
they can continue adding staffers and providing pay increases for the growing bureaucrcy.
In turn and given the artificially created rationing, housing prices escalate and now exceed prerecession levels.
Also relatedly, insufficient land is zoned for garden apartments that could be affordable to
members of the entry and midlevel professional workforce. People with only a high school
diploma are further marginalized in this government-created housing shortage.
In turn, lack of sufficiently zoned land for housing is a barrier to attracting and retaining the
workforce necessary for expanding high tech, scientific, health related, and other industries
which are crucial to the County’s economic development plan.
In reality, the County’s overall policy priorities and implementing budget and ordinance
execution result in a growing two class economy. One class is characterized by high income
immigrants from metropolitan areas who made their money elsewhere. It also contains
government and educational institution employees, who comprise an expanding elite which is
highly compensated and protected by government adopted labor agreements. These people will
live in the County’s increasingly expensive and restricted supply of single family, freestanding
homes. The other class is characterized by people who make beds in hotels, mow lawns, serve in
retail jobs, and serve your meals, and who either commute in from Santa Maria or are barracked
in stack-and-pack “smart growth” housing.
Growing aversion to mining, fossil fuels, nuclear energy, and large scale viticulture are all
supported in the in the budget’s continuing conformance to the County’s overall strategic plan.
Water rationing will expand and become more onerous unless State and local leaders establish
strategic priorities on the supply side and move beyond conservation. Does the budget contain
sufficient money plan for supply side expansion?
Staffing levels are increased by 102 over the prior fiscal year (39 positions included in the new
budget plus the 63 which were added at various points during the current year).
The natural growth in the assessed valuation, which is primarily due to increased residential
values combined with sales tax growth, leaves the County in a comfortable position for the near
term. The proposed budget adds to a variety of reserves, including a contingency account, a
general reserve, an information technology reserve, and others.
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Looking Through a Keyhole: In the short term the County appears to be doing well and can
maintain current service levels. When larger
issues such as the $185 million road
maintenance deficit, long-term pension
liability, constant pressure for raises,
constant pressure for more staffing,
impending shift of some costs to counties for
a portion of Obama Care, growing housing
inequality, the extension of the “temporary
Proposition 30 income tax hike, and the
unfunded $400 million needed for
infrastructure to enable the “smart growth”
stack-and-pack strategy are factored in, the
picture is not as rosy as is being portrayed.

The Budget is summarized in the charts:

Yet another view of the revenue side of the same data is displayed below on the next page:
Note that natural growth in taxes due to an improving economy is $13.6 million, or 8%.

4

Presented still another way, in the chart below, it can be seen that salaries and benefits rise
$11.7 million from FY 2015-16 to FY 2016-17, and services and supplies increase $7 million,
for a total of $18.7 million. Combined, these 2 critical categories are increasing about 4%. It is
unclear if the full $11.7 million salary increase contains negotiated scheduled salary increases
and/or potentially negotiated salary increases. For example, on May 17, 2016, when the Board
took up its FY 2015-16 3rd quarter Financial Report, it was necessary to fund $8.3 million of
“unbudgeted” expenditures, of which $6.9 million were for “prevailing wage expense.” In
County budget doublespeak, “prevailing wage expense” means raises. The 3rd Quarter Financial
Report indicated that $7.4 million of the $8.3 million would be covered by savings generated
from budgeted positions being vacant. This raises the question of whether the $11.7 million
apparent increase here is the actual cost increase of salaries and benefits. Or is it much higher? Is
the County Administration planning to fund all or some portion of this increase by maintaining
vacancies?
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The Actual County Budget Is Much Larger than the $574 Million Presented Here.
There are an additional $142 million in Internal Service Funds, Enterprise Funds, and Special
District, and Other Agency Funds which do not seem to receive any review whatsoever. In fact
the $68 million Special Districts Budget (presented in a separate booklet) is so obtuse that it is
impossible to understand what is going on programmatically. Note that the SGMA effort is one
important component of this “out of view” budget. The table below on the next page illustrates
the scope of the issue. Please observe that this portion of the budget resembles something
produced on a 1950’s student manual typewriter and is not presented in a manner consistent with
the mainstream budget. This in itself signals a major problem in terms of consistency and
comprehensiveness.
Continued on the next page.
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As can be ascertained from the table above, the actual overall budget is $716.5 million, not the
$574 million generally presented. This should all be disclosed in a structurally consistent and
comprehensive format in a budget book which follows the organizational structure of the County
Government.
Some Further Concerns and Opportunities:
1.The Budget Needs More Time for Review & Board Should Examine Service Levels and
Performance Measures In Public: The CEO’s transmittal letter states in part: “Your Board
will review the budget in detail at public budget hearings, scheduled for June 13th-15th, during
which time you may add, delete, or modify the proposal as you deem appropriate.” How will
they review the $716.5 million budget in detail in 3 hours? (Page A-1). The public will only get
3 minutes per major function to comment. Why is public comment not allowed on each
department and other major component? In fact the Board never even sees the Budget detail.
They actually see very generalized numbers presented as characters of expenditures: Salaries and
Benefits; Services and Supplies; and Other Charges. For example, the Sheriff is requesting $58.2
million in salaries and benefits, a $3.6 million increase from the current year.
a. How much is attributable to labor contract increases?
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b. How much is attributable to pension cost increases?
c. How much is additional deputies?
d. How much is overtime and other special pays (What are the trends in these regards)?
e. Wouldn’t the Board want to know these facts for at least all the large departments?
The Board should ask these questions of every Department head during their budget review?

2. The Need for Clear Budget Structure
which Conforms to the Organizational
Chart: The chart to the left shows the
expenditures by fund (accounting entity).
There does not seem to be a chart which
actually summarizes the expenditures by
department. This is sort of a hodgepodge
presentation which presents an opportunity
for clarification. For example, while Parks
and Recreation is about 2/3 supported by
user fees and thus has its own fund; it is
organizationally a Department in the
organizational hierarchy. It receives $3.6
of the $9.9 million from the general fund. In the departmental “detail” section on page C-255,
this contribution is euphemistically characterized as “other financing sources.” All this relates to
the need for a consistent budget typology and structure based on the organizational
accountability structure of the County and which should be the controlling principle in the
presentation.
Is the Golf Course operation a full department separate from Parks and Recreation? In the
Budget detail on page C-239 the golf program is shown as a separate freestanding entity with 13
employees. To whom, administratively, does the Golf operation report? On the County
Organization chart on page A-31, the golf operation does not appear, so it must be a subordinate
component of one of the Departments, probably Parks and Recreation. But in the Budget
presentation, its $2.6 million annual cost is presented separately from Parks.
This is just one illustration of the confusion underlying the Budget presentation.
3. Inflation Charts: What is the purpose of the strange inflation charts accompanying each
Department presentation? Is staff attempting to show they are doing more with less? So does the
sample chart displayed below mean that the personnel and other expenses, which will cost $15.2
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million in FY 16/17, would have cost $6.2 in 07/08 dollars or what? Is this some sort of an
excuse to justify ever increasing costs?

4. County Staffing on the Increase:

Staffing will reach an all- time high. During the recession, the staff level attrited down to around
2350. It has now proposed to exceed 2700, a 350 increase in the 5 years since 2012. If one omits
the added Social Services eligibility workers which were mandated as a result of Obama Care,
what is the increase? Were there any significant service delivery problems in 2011-12 at the
2350 level? What were they? Could staff prove any problems using the performance measures
which are provided in the budget?
5. How much of the apparent $18 million dollar general fund budget increase from 2016-17
to 17-18 is due to labor contract cost increases?
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a. Is the funding included in the budget? If so, how much?
b. Is any to be funded by salary savings (maintaining vacancies) or other underspending of the
Budget? If so, how much?
c. How much is due to new staffing?

6. Ag. Commissioner: The budget page write-up states in part:
In response to new state regulations under development for the cultivation of medical marijuana,
the department will collaborate with state and county agencies to establish internal policies to:
define the department’s role in monitoring and enforcement, train staff in preparation for
potential inspection of marijuana crops, enforce pesticide use requirements and test weighing
devices used for commercial commerce of medical marijuana products. (Page C-4)
a. How will the Ag. Commissioner and Sheriff define their boundaries on this one?
b. What sort of inspections are necessary for marijuana crops?
7. Planning and Building: Staff is growing again and headed for its pre-recession peak. They
are adding staff for boondoggles such as the “Energywise Program”. Who knows what’s buried
in the detail for the development and installation of community choice aggregation government
takeover of electric utility retailing or property assessed energy home loans, let along more
regulatory interference and costs.
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8. Budget Presentation and Process Has Remained Static for at least 5 Years: Many
concerns remain from past years’ budgets. Generally County staff and Board members have been
uninterested in COLAB’s clarity recommendations over the past 5 cycles, beginning in 2011.
9. Structure: The County budgets at the department level. It provides some information about
the division level and rarely any information at the program level. See the sample charts below
for the hierarchical layouts. (Note, these are conceptual and may not conform to the actual
sheriff’s structure, because the Budget presentation presents the lower levels as text descriptions,
and the actual structural relationships cannot be determined from the document)
The problem is that the real work takes place at the program level. For example, the large field
operations division is broken down into subcomponents, of which the largest is probably the
actual patrol unit (the black and white cars on beats). Important information about how much the
field operation division costs per year, how many staffers of what type it has, and what are its
cost and staffing trends from year to year are missing from the presentation.

The chart below conceptually illustrates the program level within the Field Operations Division.
The budget presentation should be built from the bottom up and present three levels of data. In
this way the Board, the public, and the County administration could understand and manage
resources more precisely. For example, what if instead of a government, the Board was in charge
of a corporation that runs diverse businesses such as a chain of retail stores, auto dealers, and
hotels. There might be a Retail stores Department. The stores might be divided into
classifications (divisions) - such as restaurants, clothing stores, and electronics stores. The
electronics store division might operate 10 stores in central California. Would it not be important
for management and the Board to be able to see the data for each electronics store (the program
level - sometimes in government called the program cost center)?
Continued on the next page.
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10. Continuous Improvement: For at least the last 5 years, the Budget document has remained
structurally (presentation-wise) the same. This conceptual/structural issue presents a major
opportunity for the County. Note that the discussion above has nothing to do with the Sheriff’s
budget content and related substantive policy recommendations. It is presented to demonstrate
the opportunity to restructure the entire budget document and presentation and thereby enhance
transparency, analytical tools, and comprehensiveness. Saying this is not meant to criticize the
staff or any officials involved in the design and production of the budget. There are some aspects
of the SLO County budget which are ahead of many other counties. There is simply an
opportunity of do even better.

Local Agency Formation Commission of Thursday, June 16, 2016 (Scheduled)
Item A-1: STUDY SESSION - WATER STATUS REPORT - CALIFORNIA WATER
DISTRICT APPLICATION UPDATE. According to the write-up, a group of large vineyard
owners is proposing the establishment of a California water district as follows:

Shandon/San Juan Water District Application (Exhibit C)
A group of large land owners in the Shandon-San Juan are of the County have filed a Notice of
Intent to File a Petition (Exhibit C) to form a California Water District in area that includes
about 100,000 acres. The Notice of Intent informs the LAFCO Executive Officer that a Petition
will be circulated for signatures by the applicant.
No action is required by LAFCO other than to notify the Affected Agencies which has been done.
Staff has consulted with the applicant about what needs to be included in the Petition
and the circulation requirements. A key part of their proposal is to only include those
landowners that want to be in the Water District within the Boundary. Here is an excerpt of the
vision and purpose of the District as provided by the applicant:
MISSION OF SHANDON-SAN JUAN WATER DISTRICT
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The Shandon -San Juan Water District consists of landowners who voluntarily join together to
sustainably manage their groundwater in the area generally defined by San Luis Obispo County
as the Shandon and San Juan sub-areas.
THE VISION OF THE SHANDON-SAN JUAN WATER DISTRCIT is that we will collaborate
with the other Groundwater Sustainability Agencies in the Paso Robles Groundwater Basin to
create and implement a Groundwater Sustainability Plan in compliance with the Sustainable
Groundwater Management Act. We are committed to sound science and effective management.
We recognize that you cannot manage what you do not measure and therefore will need to meter
and monitor most extractions and track groundwater levels. The export of water will be
prohibited.
The agenda item is billed as a workshop. No determinations are anticipated to be made.
Map of the Proposed Water District:

Budget for the proposed district: The budget looks a lot more reasonable than either the
rejected AB 2453 water district or the County’s proposal to conduct the process for phase II (the
development the actual SGMA plans) of its proposed SGMA compliance project.
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The creation of this water district would provide its members with a seat at the table for SGMA
planning and implementation purposes.

The Chief Petitioners:
The Chief Petitioners, acting for and on behalf of the landowners requesting inclusion in the
District, are (along with their mailing addresses):
William C. Cunha, 355 Truesdale Road (P.O. Box 360), Shandon, CA 93461
Marshall Miller, 132 East Carrillo Street, Santa Barbara, CA 93105
Stephen Sinton, 7420 Camatta Creek Road (P.O. Box 112), Shandon, CA 93461
The LAFCO Executive Director does not seem as supportive of this version of a district as he
was for the AB 2453 district, which was rejected by the voters. He seems to feel that this one is
not comprehensive enough and could become duplicative and foster fragmentation in SGMA
planning.

LAST WEEK’S HIGHLIGHTS
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Primary Election for Board of Supervisors (Completed)

June 7, 2016 Primary Vote. As widely reported in the news media, 5th District Supervisor
Debbie Arnold was re-elected for a 2nd term (not a 3rd term as reported by the San Luis Obispo
Tribune). First District candidates Jon Peschong and Paso Robles Mayor Steve Martin will
compete in the November 8, 2016 general election. All things being equal and given the vote
count in the primary, Peschong has a strong chance of winning. Similarly, in the 3rd District,
incumbent Adam Hill and challenger Dan Carpenter will advance to the November general
election. Hill received the most votes, but if Debbie Peterson’s backers and Debbie Peterson
herself (who has been attacked by Hill in the past) unite behind Carpenter, Hill could be retired.
If everything works just right, there could be a 4/1 reform Board of Supervisors majority starting
in January 2017. No one can say for sure how a particular local legislator will actually vote over
time, especially someone who has never served in the particular office before. Nevertheless, and
given the evidence, it is possible that a new and more rational era could be initiated.
As a consequence we can expect that both partisan and ideological forces (not to mention
Supervisor Bruce Gibson, who does not relish being 4-to-1 Bruce) that support the further
socialization of society will try and rescue Hill, no matter what they think of him personally. One
question is whether the business community, and in particular those who have supported Hill in
the past (some rationalize this on the basis that “they have to”), will stop paying protection and
will instead step up and contribute to their own liberation and the betterment of the County
Government by supporting Carpenter. Carpenter, whose recent campaign has been characterized
by some as “two tin cans and a shoestring against Hill’s $200,000 bank account and bad
attitude,” has demonstrated strong viability under the circumstances.
Planning Commission Meeting of Thursday, June 9, 2016 (Completed)
A hearing on the Workforce Housing proposal and ordinance additions, which had originally
been scheduled, was continued to July 14, 2016.
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SLO COLAB IN DEPTH
In fighting the troublesome, local day-to-day assaults on our freedom and property, it is also
important to keep in mind the larger underlying ideological, political, and economic causes and
forces.

THE CLASH OF GENERATIONS
By Niall Ferguson, June 06, 2016

The history of all hitherto existing society is the history
of class struggles,” Marx and Engels famously
declared in their Communist Manifesto. A century and
a half later, with communism seemingly buried under
the rubble of the Soviet Union, Samuel Huntington
predicted a clash of civilizations. But what if the great
struggle of our time turns out to be between the
generations?
was right in arguing that class mattered
more than age. For over half a century that
was true. From 1848 to 1968, youthful
frustration was relatively easy to channel to
the side of the proletariat.

Just consider the contest between Hillary
Clinton and Bernie Sanders for the
Democratic presidential nomination. On the
latest figures, the under-30s prefer Sanders
by a 71-29 margin. A quarter of Sanders’
total votes so far have come from young
voters, compared with just 10 percent of
Hillary’s. This time eight years ago, Barack
Obama — then aged 46 — seemed to be a
veritable Pied Paper to young voters. But
74-year-old Sanders has outdone him.

``That is essentially what Sanders is about.
His pollster, Ben Tulchin, said millennials
support Sanders because their generation is
“(expletive) unless they see dramatic
change. What’s their experience been with
capitalism? They have had two recessions,
one really bad one. They have a mountain of
student-loan debt. They’ve got really high
health care costs, and their job prospects are
mediocre at best. So that’s capitalism for
you.”

Generational conflict is a global
phenomenon (think Arab Spring). It is also
as old as the hills: Just read Ivan Turgenev’s
“Fathers and Sons’’ (1862) if you don’t feel
like hearing the Who’s “My Generation”
(1965) for the umpteenth time. Yet Marx
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There’s just one small problem with this
argument. It’s not really capitalism that has
screwed the young. It’s socialism.

stated government debt. It was he who first
drew my attention to the system of
generational accounting, which makes
explicit the gap between the government’s
future outgoings and its future revenues —
and therefore the difference between this
generation’s fiscal burden and that of future
generations. To close today’s fiscal gap, he
estimates, would require that every federal
tax immediately be increased by 53 percent,
or every federal expenditure cut by 34
percent.

Communism failed, but social democracy —
Marxism Lite — was very successful in the
20th century. It entrenched the position of
trade unions. It created jobs for the boys
(and, later, the girls too) in the public sector.
It established generous pensions and other
benefits for older workers, and subsidized or
free health care. And when tax revenues did
not cover the costs of all this, social
democrats borrowed, claiming (seldom
truthfully) that they were engaged in
Keynesian demand management.

Kotlikoff’s point is, of course, that no such
thing will happen – which means that (in his
words) “we put future generations on the
hook.” Young and as yet unborn Americans
will either pay much higher taxes than their
parents and grandparents or receive much
less in terms of Social Security and
Medicare, or some combination of the two.
And something very similar can be said of
most developed countries today. They have
all, to varying degrees, broken what Edmund
Burke called the “contract . . . between those
who are living, those who are dead, and
those who are to be born.”

As we all know, the ultimate consequence of
these policies was the great inflation of the
1970s. What to do? For the generation
known as the baby boomers —
conventionally, those people born between
1946 and 1964 — the best protection against
inflation was to buy property. The next best
protection was to abandon social democracy,
which was what many of them did in the
1980s. However, their new-found
conservatism was always qualified in a
crucial way. In theory, they favored reform
of the welfare state. In practice, they shrank
from real reform. There were cuts, to be
sure. Deficits and debts were reduced for a
time. But health care? Public sector
pensions? By the beginning of the new
century it was painfully obvious that the job
had been left half-finished.

Far from signing up for Bernie Sanders’
superannuated socialism, young Americans
should be looking for candidates who would
reform the country’s bloated and inefficient
entitlement system and reduce the power of
public sector unions. Far from leaning
leftwards, those millennials saddled with
student debt and unable to find affordable
homes in cities such as San Francisco should
be asking themselves: Who runs
universities? Who limits new housebuilding? Clue: not conservatives.

Half-reformed welfare states, plus
lengthening lifespans, proved a toxic
combination for the fiscal systems of most
developed countries. Already in the late
1990s, my friend Laurence Kotlikoff had
spotted that the true liabilities of the US
federal government vastly exceeded the
publication of the Communist Manifesto.
It applies rather well to the state of mind of

The term “false consciousness” was first
used by Engels in 1893, long after the
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many young people today.
Niall Ferguson is professor of history at Harvard and a senior fellow of the Hoover Institution at
Stanford.

California’s Split Personality
The Golden State’s tech sector is booming, even as its industrial base flees.
Steven Malanga
Call it a tale of two states. On the one hand,
California is briskly creating private-sector
jobs, led by a Silicon Valley hiring spree.
Sacramento’s budget, deeply in the red just a
few years ago, is running a surplus, thanks
to big income gains by the state’s wealthy
residents. Meanwhile, however, large areas
of the state lag behind. Six of America’s ten
metro regions with the highest
unemployment rates—including blue-collar
communities like Merced and Fresno—are
in the Golden State.

But California, for years the leader in
manufacturing jobs, has contributed just
30,000 of those new positions, a gain of
merely 2.3 percent. The state’s mediocre
record on creating new industrial jobs may
be one reason that its biggest metro region,
Los Angeles, has fallen behind. With nearly
30 percent of the state’s population, greater
Los Angeles has accounted for just 6 percent
of new jobs in California since 2007.
Though it has more than half a million
industrial jobs, the area has seen no
manufacturing growth during the national
rebound. Perhaps more ominously, L.A.’s
struggles predate the recession of 2008. In
the past 20 years, greater Los Angeles has
lost 3.1 percent of its jobs, according to a
2014 study by UCLA’s Anderson School of
Management.

Nearly two-thirds of Silicon Valley firms
said that they were expanding their payrolls
in 2015, while just 2 percent were cutting.
Their employment gains have fueled
increases in other local industries, including
construction, retail, and hospitality. The San
Francisco Bay Area has accounted for more
than half of all job growth in California
since 2007, though it accounts for less than
one-fifth of the state’s population. Robust
Silicon Valley earnings have also driven up
income among the state’s elite and bolstered
California’s budget. Last year, capital
gains—profit from the sale of investments—
accounted for nearly 10 percent of general
fund revenues.

Greater Los Angeles also leads California in
business “disinvestments”—that is, firms
that close up facilities and move to other
states. Government doesn’t track relocations
by individual companies, but California
business-consultant Joseph Vranich—whose
Spectrum Location Solutions provides
businesses with site-selection advice—has
compiled a list of more than 1,500 firms that
have left the state since 2008. Some industry
studies approximate that more than five
companies relocate for every one that
publicly acknowledges doing so, making it
possible that some 9,000 businesses have

For other areas of California, especially
those with blue-collar jobs, it’s a very
different picture. Since 2010, the U.S. has
added about 800,000 new industrial jobs.
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left California since Vranich started tracking
the trend. Though state officials have
claimed that there is no exodus, California
has consistently ranked as the least businessfriendly state in the annual CEO Magazine
survey of executives nationwide. A 2014
survey by Site Selection magazine, which
tracks openings of major new facilities
requiring an investment of $1 million or
more, estimated that California attracted the
third-smallest number of new facilities of
any state, when adjusted for population.

13.3 percent of my income for you,
California.” When Serfas, a maker of
bicycle accessories, moved from Orange
County to Phoenix, the firm’s general
manager said: “With California and all the
red tape, we couldn’t see ourselves
expanding. We couldn’t even do our
parking-lot sale at the end of the year. Some
of the objections we had from the city and
state, we felt, limited our opportunity for
growth.”
Given the state’s political environment,
California’s business disincentives are
unlikely to change soon. In fact, firms face
new and potentially higher taxes, including a
move by left-leaning groups to make
permanent the roughly $7 billion in
increases passed through Proposition 30 in
2012, which are currently scheduled to
expire in 2018. Progressive groups are also
working to eliminate the tax cap on
commercial property contained in
Proposition 13, leaving in place only the
protections for residential real estate. That
would raise commercial property taxes by as
much as $9 billion annually. Businesses also
face higher fees from California’s cap-andtrade regime to limit carbon emissions.

Disinvestment may help explain why
California’s industrial job base is expanding
so slowly. The Spectrum Location Solutions
study found that industrial firms top the list
of companies exiting the state, followed by
pharmaceutical and medical-device makers.
Firms that operate call centers and dataprocessing facilities, such as online retailers
and providers of cloud services, are also
moving out. Their top destination? Texas,
followed by Nevada, Arizona, and Colorado.
When company executives explain their
decision to leave, they almost always cite
California’s taxes and regulatory
environment. The founder of online
women’s magazine Bustle.com, Bryan
Goldberg, after moving his firm from San
Francisco to New York in 2013, compared
Gotham’s heavily regulated business
environment favorably with California’s.
Referring to the Golden State’s sky-high top
income-tax rate, Goldberg said, “No more

California might be sizzling for high-tech
enterprises in hot fields, but the state’s
repressive regulatory environment continues
to send many other businesses prospecting
elsewhere.

Steven Malanga is the senior editor of City Journal, a senior fellow at the Manhattan
Institute, and the author of Shakedown: The Continuing Conspiracy Against the
American Taxpayer.

PLEASE SEE IMPORTANT ANNOUNCEMENTS ON THE FOLLOWING PAGES.
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