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Can California Afford a Second Water Bond in 2018? 
 

 

Voters passed Proposition 68 on June 5, 2018, placed on the ballot by the legislature.  The 
measure authorized $4.1 billion in bonds for water, parks, the environment and flood protection.  
Gerald Meral has qualified a second $8.9 billion water bond for the November 2018 ballot by 
initiative.  If the second water bond is passed, Natural Resources bond debt authorized since 
2000 will reach $40 billion, more than transportation bonds, which currently total $29.9 billion.  
As explained below, a crowd-out analysis shows that increasing general bond debt service will 
likely come from cuts to higher education, social services, and parks.  The debt may also make 
it difficult to pay for needed implementation of the Central Valley Flood Protection Plan. 

 
Logrolling and Initiative Bonds 

The Little Hoover Commission produced a report after voters passed $45 billion of bonds in 
2006, Bond Spending: Expanding and Enhancing Oversight.1   The report describes the 
drawbacks of budgeting by the ballot box:  

A major turning point in the successful use of the initiative process for bond measures 
occurred in 1988, after Gerald Meral, former executive director of the Planning and 
Conservation League, pioneered the use of “logrolling” as a method to get bond 
measures placed on the ballot and passed by voters. Through logrolling or “pay-to-play,” 
as this practice also is commonly referred to, initiative proponents trade provisions in 
their proposed ballot measures for major financial support […] 

.As a result, many of the recent bond measures placed on the ballot through the initiative 
process, fund projects and programs that benefit the bond measure proponents […]  

When voters enact bond measures for infrastructure projects, they effectively prioritize 
the programs and projects supported by those bond measures above all other potential 
options.  (p. 44-45.) 

Meral’s November 2018 $8.9 billion water bond has many of the drawbacks described in the 
Little Hoover Commission report.  The bond measure has a number of expensive provisions 
which would bypass the “beneficiary pays” principle, subsidizing water supply costs for bond 
proponents.  Because the bond measure provides for continuous appropriation, the 
expenditures of bond funds would also not be subject to oversight by the legislature. 

 
Shifting of Local Costs for Water Supply to the State 

The Public Policy Institute of California estimated that California spent an average $27 billion a 
year from 2008-2011 on water supply and wastewater treatment, about 84% of which was spent 
locally. 2  In comparison, the entire general fund expenditures for Natural Resources in 2018-19 
is $3 billion a year.  Shifting costs of maintenance of aging water supply infrastructure to the 
state through water bonds could cause structural imbalances in the general fund.  
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1 Water Sector Spending, 2008-2011                  Source: 2017 CVFPP Highlights 

 
Some Provisions of the November 2018 bond measure 

1. Friant-Kern Canal and Oroville Spillway Repairs ($950 million) 

The most contentious provisions of Meral’s 2018 water bond would provide $950 million for 
repairs to the Friant-Kern canal and Oroville spillway.  Northern California newspaper editorials, 
including the Chico Enterprise-Record3 have spoken out against taxpayers bailing out the State 
Water Project contractors for the Oroville spillway repair.    

2. Alternative Water Supply Projects ($1.5 billion) 

Meral’s bond also authorizes $1.5 billion in funding for water conservation, water recycling, 
brackish groundwater desalinization, and stormwater capture. The funding is prioritized for 
disadvantaged communities, using the same definitions as used in Proposition 50 and 
Proposition 84.  But a UCLA study of Proposition 844 found that severely disadvantaged 
communities received only 45 percent of Prop 84’s funding for projects with an identifiable local 
impact, while 55 percent went to communities with higher median household incomes.  A 
significant share of the grants under these sections could go to large urban water districts to pay 
for currently planned projects, essentially subsidizing water rates.  Subsidizing urban water 
rates could negate benefits from funding water conservation and alternative water supply 
projects. 

3. Purchases of Environmental Water ($300 million) 

Meral’s bond would also authorize $300 million for purchases of environmental water that might 
otherwise be implemented as regulatory flow requirements by the State Water Resources 
Control Board.  The measure’s language allows purchases of water or storage rights, and 
allows the purchased water to be sold or transferred.   
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4. Watershed Conservation ($2.4 billion) 

Meral’s bond authorizes $2.4 billion for watershed conservation projects, benefiting most 
regions of the state.  But given the state’s $1 billion in deferred maintenance of state parks, 
there is question of prioritization of needs. 

5. Flood Control ($200 million) 

Meral’s bond authorizes $200 million towards expanding floodways and bypasses.  The amount 
is a small portion of the estimated $2.5 billion that the Central Valley Flood Protection Board 
estimated is urgently needed to address the highest levels of Central Valley flood risk to lives 
and assets concentrated in densely populated areas.5  The state is also obligated to maintain 
and repair the State Plan of Flood Control levees, and has billions of dollars in potential liability 
if urban levees are breached.  Unlike water supply projects, levees do not have a revenue 
stream. 

 
Natural Resources Bond Debt 

Natural resources bond debt increased dramatically in the 2000s.  From 2000-2006, voters 
approved $19.6 billion in bonds, primarily for water supply, water quality, and flood protection – 
almost quadruple the amount issued from 1990-1999.6  Voters have passed another $11.6 
billion in water and parks bonds in 2014 and 2018. 

 

 
Natural Resources Bonds Passed Since 2000 

Date Measure  Ballot Title 
Amount 
(Billions) 

Mar 2000 Prop 12 Legislature Safe Neighborhood Parks, Clean Water, Clean Air, 
and Coastal Protection 

$ 2.1 

Mar 2000 Prop 13 Legislature Safe Drinking Water, Clean Water, Watershed 
Protection and Flood Protection 

$ 2.0 

Mar 2002 Prop 40 Legislature Clean Water, Clean Air, Safe Neighborhood Parks 
and Coastal Protection 

$ 2.6 

Nov 2002 Prop 50 Initiative Water Quality, Supply and Safe Drinking Water, 
Coastal Wetlands Purchase and Protection 

$ 3.4 

Nov 2006 Prop 1E Legislature Disaster Preparedness and Flood Prevention $ 4.0 

Nov 2006 Prop 84 Initiative Water Quality, Safety and Supply, Flood Control. 
Natural Resource Protection. Park Improvement. 

$ 5.4 

Nov 2014 Prop 1 Legislature Water Quality, Supply, and Infrastructure 
Improvement 

$ 7.5 

Jun 2018 Prop 68 Legislature Parks, Environment, and Water $ 4.1 

   Total $31.2 
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The chart below, compiled from the California Treasurer’s 2017 Debt Affordability report, shows 
the amount of bonds issued by decade, including the $4.1 billion from Proposition 68.  If Meral’s 
bond passes in November, total Natural Resources bond debt issued since 2000 will reach $40 
billion, more than transportation bonds, which currently total $29.9 billion. 

    

 
 
Due to ballooning Natural Resources bond debt, debt service is about 33% of general fund 
expenditures in the Natural Resources area in the 2018-2019 budget.7   

 

 
 
With Proposition 68, debt service will increase by $200 million a year – which would increase 
debt service to 39% of current general fund expenditures for Natural Resources.  If Meral’s $8.9 
billion bond passes, bond payments would increase by another $433 million a year. 

If other programs in the Natural Resources area were cut to pay for the increased water bond 
expenditures, it would require steep cuts to other expenditures, potentially including forestry, 

$3.2 $4.9 

$19.6 

$11.6 

 $-

 $5.0

 $10.0

 $15.0

 $20.0

 $25.0

1980-89 1990-99 2000-09 2010-18

Bi
lli

on
s

Natural Resources Bonds 

33%

67%

Natural Resources 
Expenditures 2018-2019

Debt service

Everything else



CALIFORNIA WATER RESEARCH  
 5 

 

parks, the Department of Fish and Wildlife, and maintenance of the State Plan of Flood Control 
levees, which is currently underfunded by $100 million a year. 

 
California’s Wall of Bond Debt 

There has also been a massive increase in bond debt since 2000 in other areas of the budget, 
primarily transportation. The California Treasurer’s Debt Affordability reports show that since 
2000, California’s general obligation bond debt has quintupled -- going from $17.9 billion in 2000 
($28.5 billion in 2002) to $89.6 billion in 2018.8   

 

 

 

The Treasurer’s Debt Affordability Reports9 show that debt service for general obligation bonds 
has tripled since 2000, going from $2.7 billion to $8.05 billion in 2017-2018.  Since 2002-2003, 
debt service has also more than doubled as a share of general fund expenditures – from 3.0% 
in 2002-2003 to 6.4% in 2017-2018.  The 3.4% increase in debt service resulted in a shift of 
$4.3 billion in 2017-18 general fund expenditures from 2002-2003.   
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Crowd Out of Spending for Higher Education and Social Services 

A crowd-out analysis by the Stanford Institute for Economic Policy Analysis Research10 found 
that reductions in general fund expenditures between 2002-2003 and 2017-2018 fell largely on 
social services, higher education, the courts, and parks. 

The report stated: 

The expenditure share for the Department of Social Services (DSS) fell from 10.7% in 
2002-03 to 6.0% in 2014-15 before climbing to 7.0% in 2017-18.48 The higher education 
share of operating expenditures fell from 11.3% in 2002-03 to 9.8% in 2014-15, although 
it increased to 10.5% in 2017-18.49  In addition, expenditure shares fell in several 
smaller departments from 2002-03 through 2014-15: the Department of Justice (0.4% to 
0.2%), Department of Parks and Recreation (0.2% to 0.1%), and Department of Water 
Resources (0.2% to 0.1%). 

 

 

 

California’s final 2018-2019 budget agreement provides an example of potential impacts of the 
shift of $633 million in general fund revenue which would be needed to pay for Proposition 68 
and Meral’s proposed bond.  Over the amount proposed in the May Revision, the Los Angeles 
Times reported that California counties got an increase of $250 million for homeless services, 
and state health, emergency and social service programs got a $100 million increase. The 
University of California system got an increase of $100 million, and California State University 
system got an increase of $200 million.11   This was a total of $650 million. 

This analysis does not consider increased debt service from issuance of bonds for high speed 
rail and transportation.  The Governor’s 2018 five year infrastructure plan proposes spending 
$55 billion on transportation.12 
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