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Resolution on State Budget Reform

The severity of California’s current budget crig@nts to the longstanding
need for reform of the state’s budget process. |d$testate budget crisis was a
product of major deficiencies in our fiscal systelet five years later, the

state faces another major budget gap, and for mbthe same reasons. These
recurring crises seriously impact California’s eamy and the quality and
availability of state services. The failure of @t@te government to seriously
address this issue, despite flaws in our fiscat@sees that have long been
evident, is unacceptable and must be rectifiedronrgent basis.

The Bay Area Council Economic Institute, a parthgref business,
government, university, labor and other civic leade the San Francisco Bay
Area, urges that the Governor and the Legislatngage in a sustained and
focused process aimed at achieving the systenocmedf California’s fiscal
processes. The Governor’'s proposed Budget StaimlzAct provides a good
starting point for that discussion. The budgebmefprinciples developed by
California Forward \ww.caforward.orgyalso provide a sound framework for
achieving bipartisan consensus on comprehensigennaheasures.

Those principles include the systematic contrasifalating costs; pay-as-you-
go funding; budgets that don’t build short-termeewe spikes into the long-
term funding base; use of major revenue spikesrfiertime purposes or to
build reserves; identification of agreed ways takly respond when revenues
decline below what was anticipated in any fiscaryeeview of transaction
taxes in a revenue-neutral manner, to increasdistabroaden the tax base,
and align it better with the realities of a®2¥ntury service economy; increase
the focus on strategic priorities by adopting atirydar budget process; and
adopt performance-based budgeting, to require ptaggams to demonstrate
value based on both cost and performance criteria.

California cannot afford another crisis on the sa#lwhat we are now
experiencing, or experienced in 2002-2003. Thel rieetimely action
supersedes partisan interests, and the leaderfstiip Bay Area and other
communities looks to the Governor and the Legis&afar leadership on this
issue. We look forward to meaningful progresshia tlirection and will be
prepared to support initiatives that achieve thesalts.
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