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California’s budget process is near-sighted and fails to ensure improved state outcomes.

= (alifornia’s one-year budget system designates how much money will be spent on programs each
year but does not include long-term goals or performance measures.'

= (alifornia received a grade of D+ on money management from the Pew Center on the States’
Government Performance Project in 2008 — only one other state (Rhode Island) received as low of a
grade in this area.”

California’s spending obligations grow faster on average than revenue.

= (California has a chronic structural deficit and faces a $27.8 billion shortfall through June 2010.?

= California’s state spending has increased in all but four of the past 20 years.”

= In the past 20 years, lawmakers have overspent the state’s General Fund roughly half of the time.’

= The greatest single-year spending increase in the past 20 years was in fiscal year 2000-1 when
spending grew by 17 percent or $12 billion over the prior year. That year, lawmakers overspent the
Generéll Fund by $6.6 billion dollars, making up the difference by borrowing or through other cost
shifts.

California’s General Fund revenue is unreliable.

= (alifornia’s dependence on a highly progressive personal income tax results in General Fund
revenues that are more volatile than in most states.’

= Since 1990, revenues in California have fluctuated from a decrease of 5 percent to an increase of 23
percent.®

= A November 2008 economic forecast predicts the state’s three major revenue sources — sales taxes,
income taxes, and corporate taxes — will fall by over 11 percent over the next two years. It will take
an additional two years before revenues climb back above the peak they hit in fiscal year 2007-08.

The unstable state budget cripples essential programs.

= Budget cuts for the 2008-09 fiscal year will result in fewer students admitted to state colleges and
universities.'’

= The Govlelrnor’s 2008-09 budget will result in more than 250,000 children loosing health coverage
by 2011.

= County officials face nearly $700 million in budget cuts for the 2008-09 fiscal year; further cuts
could mean fewer police officers, delays in road improvements, reductions in health and
employment programs and less money for parks and libraries."
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Californians do not trust the state budget process.

In six day-long discussions with randomly selected representative samples of Californians across the

state:

= 77 percent said the state budget process needs major changes.

= 79 percent said longer term budgets/planning (3-5 years) are needed.

= 73 percent believe it is more important to invest in programs that benefit all Californians (like
education and transportation) than it is to keep taxes low, and agree they would be willing to pay
more taxes themselves for such investments — with 82 percent of liberals and 61 percent of
conservatives in agreement.

= 81 percent believe citizens should have an active role in setting priorities and reviewing the results of
government programs (vs. 18 percent who thought people don’t have the time and energy to spend
on reviewing government programs).

= 65 percent oppose lowering the 2/3 vote threshold required to raise state taxes.

= 58 percent oppose lowering the 2/3 vote threshold required to pass the state budget."
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