It's a Spending Crisis 

By: Catherine Gaughen, Executive Director

As I write this, the California State Legislature still has not passed a state budget – even though the constitutional deadline of June 15th to pass a state budget has long come and gone. Many are saying that this deadlock is a “Budget Crisis”. But this is not a “Budget Crisis” – this is a “Spending Crisis”.

Every year whenever there is a deficit or budget shortfall, the simple legislative answer is always to “raise taxes”. If the budget is short $15 billion? Raise taxes by $15 billion. We need $20 billion to make the state’s ends meet? No problem – raise taxes by $20 billion – or just take it from the local cities. This has been the state’s simple answer over the past 20 years.

But our legislators are missing the larger picture:  IT DOESN’T WORK. The more they raise our taxes, the less revenues the state seems to have.  And while the Legislature is scratching its collective head every year wondering how we keep raising taxes and yet we still don’t have enough money to pay our state’s bills, let me respectfully offer a simplistic and humble solution: "IT'S THE SPENDING, STUPID."

California is spending a larger portion of people's earnings than it has ever spent in its entire history – and it is delivering less with it than it's ever delivered in its entire history. This budget crisis is not the fault of taxpayers for not paying enough taxes. It is the fault of rampant waste and mismanagement practiced at the state capitol. Our state legislators are like kids in a candy store – as soon as they get money in their pockets they must spend it immediately. Rather than using existing revenues to pay existing debt (i.e.: creating a balanced budget) instead, each year the state of California increases the spending for existing programs; Or worse: they create new programs to spend money they don’t have. And thus the cycle of spending and debt continues.

In our personal lives we only spend what we have: You make a certain salary and you spend within the limits of what that salary can support. If money is tight, basic needs such as housing and food are met but your kids may not get those ballet classes, you don’t buy a new car, or the family vacation is cancelled for that month. You simply don’t spend what you don’t have. This is called “balancing your checkbook” and it is the simple answer to the state’s economic crisis. Unfortunately, our legislators haven’t grasped the concept of “not spending”. Despite an ever-growing deficit, they continue to increase spending on non-essential programs. Although it is hard, they must cut the state’s “ballet classes” this year. 

Obviously spending cuts is a simplistic approach and many legislators are crying foul because there are state mandates  - such as education – where spending can not be cut due to constitutional guarantees. However, if the same exact budget from last fiscal year were passed today, we would have a balanced budget with revenues to spare. The problem is that legislators have increased spending from last year and inflated the budget requirements for existing programs. The basic mandates can easily be met – the problem lies with the legislators who keep increasing the spending each year.

Contrary to some popular views, most of the budget is actually ‘controllable’ in that it can be modified through statutory changes. Even Proposition 98, the constitutional school-funding guarantee, can be suspended by a two-thirds vote of the Legislature. While no one is advocating such a drastic measure, the point is that there are other options available to our legislators besides the over-used, ineffective, old stand-by approach to simply “raise taxes”. 

Of course, no one likes to propose cuts in state programs. But taxpayers deserve better fiscal management that filters out waste and eliminates funding for obsolete or low-priority programs and spending. How can this Legislature look taxpayers in the face and ask for more tax dollars knowing that state spending has mushroomed as it has in recent years and have so little to show for it?

One answer might be a fresh look at spending growth limitations and better fiscal management ideas such as a form of zero-based budgeting. Spending growth limitations will ensure that California will not be penalized by a legislature that simply can’t say “no” to the spending lobby, a revenue base that is going to continue to fluctuate, and ensure that a percentage of revenues are put away for a rainy day. A new budgeting scheme will require the state to budget its dollars just like everyone else: periodic, top-to-bottom review. We need more than simply reviewing how to spend the growth on an annual basis.

Hopefully, what the past two decades have taught us is that a robust economy breeds improved state revenues. We simply can’t tax the economy into prosperity. Because the nature of our tax structure fosters a vacillating revenue stream, California policy leaders had better get used to there being periods of excess and periods of deficit and learn to manage it better. Without strong financial management, this problem only grows more serious. The public expects elected officials to start managing state finances by providing quality services within the very ample revenue structure provided by this state’s taxpayers. The current budget deficit is the best opportunity for policy makers to begin this process by eliminating waste and inefficiency in California’s bloated spending plan.

At the end of the day, our legislators need to remember one thing: It’s not a “Budget Crisis” – it’s a “Spending Crisis”. The Cerritos Regional Chamber of Commerce is committed to helping local businesses grow and succeed. The Chamber will continue to monitor the budget and other important issues affecting the business community. To receive additional information on legislation affecting the business community, please attend the Chamber’s monthly Government Affairs Council meetings or contact the Chamber’s Executive Director, Catherine Gaughen, at 562/467-0800 or catherine@cerritos.org.

