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Where does all that state money go? 
California is spending 40% more than four years ago, but on what, 
exactly? 

By John G. Matsusaka  
July 17, 2008  

California state government spent $145 billion last fiscal year, $41 billion 
more than four years ago when Gov. Gray Davis got recalled by voters. 
With all that new spending -- a whopping 40% increase -- we ought to be in 
a golden age of government with abundant public services for all.  
 
So why does it seem like the quality and quantity of government is not all 
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?  
 
The Legislature and governor, grappling with another huge budget deficit, 
are suggesting raising taxes, so it seems opportune to ask what we got 
from the last $41 billion. 
 
Some of it went to cover increases in the cost of living, and state spending 
naturally grows with the size of the population. But even adjusting for 
inflation and population growth, state spending is up almost 20% compared 
with four years ago, a big enough bump that ordinary Californians should 
be able to notice it. The state's financial statements describe where the 
money went -- the big gainers were education ($13 billion), transportation 
($10 billion) and health ($10 billion) -- but not why these billions don't 
create even a blip on our day-to-day radar. 
 
One possibility is that we simply do not notice all of the valuable services 
we receive. A national 2007 survey by William G. Howell at the University 
of Chicago and Martin R. West at Brown University found that respondents 
underestimated spending in their school district by 60%; on average, they 
believed spending was $4,231 per student when in fact it was $10,377. 
They also found that Americans underestimated teacher salaries by 30%. 
How many Californians know that public school teachers in the state earn 
an average of $59,000 a year, essentially tied with Connecticut for the 
highest average pay in the country? Likewise, perhaps we don't notice the 
repaired roads or new buses and trains that take us to work. 
 
On the other hand, maybe these billions of dollars just do not translate into 
services that are valuable to us.  
 
Is paying the highest teacher salaries in the country delivering a better 
education for our children? Are roads and transit being built near where we 
live? Do big raises for prison guards promote rehabilitation and lead to 
more humane prisons? If funds are being directed to satisfy powerful 
special interests -- teachers, builders, prison guards -- rather than everyday 
people, the spending might not result in tangibly improved services for the 
typical Californian. 
 
The reason this matters right now is that the state is at a budget juncture. 
Almost by accident, without any significant changes to the tax code, state 
revenue grew more than 30% over the last four years, so the Legislature 
and governor were able to fuel the state's spending growth without 
burdening the taxpayers.  
 
But those days of revenue windfalls appear to be over. To bring the budget 
into balance, the state now has to reduce the rate of spending growth or 
raise taxes.  
 
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.

 
Email | Print | Text    | 

 
RSS 

 

 

 

Most Viewed Most E-mailed

1. Box-office records fall to Batman's heroics

2. A battle over 'the next war'

3. Beijing goes to extremes for its Olympic face-lift

4. Obama sticks to his goal of swift Iraq withdrawal

5. Jefferson Bible reveals Founding Father's view of 
God, faith

6. Santa Monica High teacher's body found in 
Panama

7. Gay marriage opponents got a surprise boost from 
San Diego mayor's change of heart

8. L.A. man killed by police after San Diego Bay 
rescue

9. L.A. Immigration Court caseload soars

10. Scouring Thailand rivers for giant stingrays

ADVERTISEMENT

Page 1 of 3Where does all that state money go? - Los Angeles Times

7/21/2008http://www.latimes.com/news/opinion/la-oe-matsusaka17-2008jul17,0,7957570.story



  

 
Settings & 
Services 

Log Out 
Update Profile 
E-mail Newsletters 
Personalized News 

 RSS Feeds 
Help 
Contact Us 
L.A. Times Archives 
Reprint Requests 
Work for Us 

 
Home Delivery 

Customer Support 
Subscribe 

 
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." 
 
 
 

 
 

 

Save/Share

OPINION » 

EDITORIALS | OP-ED | LETTERS 

The reality of race  
Gregory Rodriguez: The 
candidate isn't optimistic 
that his election as 
president would signal the 
end of the civil rights era. 

Discuss  

  FROM THE BLOGS 
Opinion L.A. 
Weekend reading: United States discovered 
alive; allies, enemies chagrined 

Bit Player 
By Jon Healey 
Amazon remodels Unbox 

 

Blood In The Streets 
What The Feds Aren't Telling You What You Must Do Now To Survive! 
MoneyAndMarkets.com 

10 Rules of Flat Stomach 
Drop 9 lbs of Stomach Fat every 11 Days by Obeying these 10 Rules. 
FatLoss4Idiots.com 

U.S Debt $9.5 Trillion 
$ 9.5 Trillion and Counting Links to latest stats and news 
www.DeficitsDoMatter.org 

Tax Returns 
FREE E-File Federal & State Call 626-403-4114 for more info. 
www.ScottsUsa.com 

2008 Comp Planning Report 
Trend and Issues Survey Report PM&P CHiPS Surveys 
www.PearlMeyer.com/planning 

ADS BY GOOGLE

 
 

National Headlines 
1. McCain in a race to raise and spend money by 

Labor Day
2. A battle over 'the next war'

3. Obama spoofers walk a fine punch line

4. U.S. highway trust fund veers toward crisis

5. Woman in W.Pa. baby mystery partially eviscerated

A history of the Joker 
To understand where 
Heath Ledger came 
from in his acting, you 
have to go back to 
see the character's 
development over the 
last 68 years. 

Your Scene: Reader Photos 

View our readers' photos of Pet Tricks and 
share your own at Your Scene. 
Submit your photo » 
 

  

Page 2 of 3Where does all that state money go? - Los Angeles Times

7/21/2008http://www.latimes.com/news/opinion/la-oe-matsusaka17-2008jul17,0,7957570.story



  

  
  

  

 

More on LATimes.com 
Editorials   |  Op-Ed   |  Columnists   |  Sunday Opinion  
 |  Letters   |  Opinion L.A. Blog   

Partners
Hoy  |  KTLA  |  Metromix  |  ShopLocal  |  Shopping     
Grocery Coupons   

Classifieds
Career Builder  |  Cars.com  |  Apartments.com     FSBO 
(For Sale By Owner)  | Open Houses  

Copyright 2008 Los Angeles Times Privacy Policy | Terms of Service | Advertise | Home Delivery | Reprint Requests | Help & Services | Contact | 
Site Map

Page 3 of 3Where does all that state money go? - Los Angeles Times

7/21/2008http://www.latimes.com/news/opinion/la-oe-matsusaka17-2008jul17,0,7957570.story


