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Legislative Analyst’s Budget Summary 
Almost 50 percent is borrowing, the rest is cuts… 

 
OK, Gang:  Now you can figure out what the Governor is proposing.  The LAO’s  2008-09: 
Overview of the Governor’s Budget is hot off the press and available at 
http://www.lao.ca.gov/2008/budget_overview/08-09_budget_ov.pdf or 
http://www.lao.ca.gov/2008/budget_overview/08-09_budget_ov.aspx.  This is a good summary of the 
proposal and will give you something to chew over in the next weeks, while we await the detailed 
review of the budget by the LAO that’s due in February. 
 
Here are some major elements, with illustrated charts from the LAO:  
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In past troublesome budget years, the gap between anticipated yearly General Fund revenue and 

y are 

ay particular attention to the short-term actions recommended by the Governor, which assume that 

 
r in 

ere is how the Governor proposes to do it… 

he Governor is asking for a Proposition 98 suspension of $8 billion and then assumes the 

• The early release of non-violent offenders from state prisons. 

 of living adjustment.  
 

ongoing General Fund expenditures has been significant.  This year, the LAO agrees with the 
Governor that a $14.5 billion shortfall is within the ballpark. Keep in mind, however, that man
predicting additional increases in the shortfall as the year goes on. 
 
P
the current year budget can also be reduced.  If those actions fail to take place, the current year 
savings are not achieved, and the figure for 2008-09 just gets bigger.  Rational folks would 
conclude that the Legislature should immediately move on the short-term actions—and LAO
agrees—but we have seen many years in which those actions are never taken …or taken late o
pieces. 
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Legislature will approve the following, among other cuts: 
 

• $1 billion in cuts to Medi-Cal. 
• Suspension of the SSI/SSP cost
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There are many other cuts,  all before you get to the almost $7 billion worth of deficit-bonds 

of (borrowing), $2 billion worth of accrual (“shove it over into another year”)  and a suspension 
payments to the Budget Stabilization Account (“worry about it later”).   Not likely in our view! 
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Here is what the Legislature has to do in the short run: 

  

 
 

 
 
 
 
Some of this might be possible; the rest probably not.  For every dollar deducted from this list, add 
the same dollar figure (or maybe a bit more) to the following year.  The problem keeps getting 
bigger and bigger! 
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The programmatic implications of the proposal 

ing chart. 
 

 useful summary of the policy implications of this is found in the followA
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And who loses or wins from all this? 

ot an easy question, but worth thinking about.   
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The kicker’s option in budget football 

e find it hard, since this is a wonderful 

ll 

 
ry to use this list in a speech and keep a straight face. WT

example of inventive budgeting that applies a little pain for one-time gain, and is based on the 
premise that if people get the money they are due, a small delay does not really matter.  Expect a
kinds of lawsuits on this. 
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ISENBERG/O’HAREN. Questions, comments and requests to be added to the mailing list s
directed to Phil at phil@isenberg-oharen.com or Maureen at maureen@isenberg-oharen.com 
 


