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‘ ] Where does all that state money go?
California is spending 40% more than four years ago, but on what,
exactly?
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» Write to Us California state government spent $145 billion last fiscal year, $41 billion

more than four years ago when Gov. Gray Davis got recalled by voters.

Archive:
» Editorials With all that new spending -- a whopping 40% increase -- we ought to be in
» Op-Ed a golden age of government with abundant public services for all.

L . ) . ) )
» Letiers So why does it seem like the quality and quantity of government is not all
News that different from 2004? How many of us feel like we are getting 40%

more public services, 40% better schools, roads, parks and so on?
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world are suggesting rais_ing taxes, so it seems opportune to ask what we got
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The reason this matters right now is that the state is at a budget juncture.
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The governor has floated the idea of higher sales taxes, and the
Legislature wants to increase the income tax on high-earners -- but the
state already seems to be pushing the boundary on taxes.
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California's statewide sales tax of 7.25% is already the highest in the
nation. Income taxes are also high, with the 10.3% rate on the top income
bracket the highest in the nation. The highly progressive nature of the
state's income tax schedule -- the top 10% of earners supply more than
70% of income tax revenue, according to one estimate -- already results in
excessive revenue volatility. It also raises questions about how much
redistribution of wealth is fair: Should the top 10% foot the bill for basic
services enjoyed by all Californians?

Legislators, pundits and interest groups warn of dire consequences if state
spending is slowed or cut. But if most Californians haven't detected a
significant change from the last $41 billion, including 40% more on schools,
will they notice if some of that spending disappears?

Voters are criticized for wanting more services yet being unwilling to pay
higher taxes. That is unfair; Californians have repeatedly demonstrated
their willingness to fund valuable programs. But if spending can go up 40%
and most of us can't discern any difference, can we blame voters for being
hesitant to put even more tax money in the hands of the state?

John G. Matsusaka is a professor of business and law at USC and the
author of "For the Many or the Few: The Initiative, Public Policy, and
American Democracy."
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