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The State’s Fiscal Structure: 

A Quick Overview 



California's Economy Is 

Sixth Largest in the World 

2015 Gross Domestic Product (In Trillions) 
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Personal Income Tax  

Is the Dominant State Revenue Source 
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Education and Health and Human 

Services Make Up Majority of Spending 

General Fund and Special Fund Spending, 2016-17 
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Universities Represent One-Third 

Of State Government Jobs 
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California’s Elderly Population Will  

Grow Rapidly in the Next Decade 

LAO Projected Growth by Age Group, 
2010 Through 2020 
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Notable Characteristics of Economy and Budget 



Personal Income Tax Much More 

Volatile Than Personal Income 

Percent Change From Prior Year 
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Top Incomes Higher in California Than 

in the Rest of US 
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State’s Reserve Has Fluctuated Over Time 

Reserve Balance as Share of Revenue and Transfers 
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State Addressing More Liabilities 
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2016-17 Budget 



Major Taxes Assumed to Grow 4 Percent 

 

Spending Increased 3 Percent 

 

Planned Year-End Reserve of $8.5 Billion 

2016-17 Budget Focused on Reserves and 

One-Time Spending 
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Pay Down State Debts For 15 Years 

• State must spend minimum amount each year. 

Annual State Reserve Payments 

• Higher payments when above average capital gains. 

Amount of Funds in Reserve 

• Not clear if will be higher or lower than under prior law. 

• Depends on economy and implementation decisions. 

Proposition 2 (2014) 
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New Spending Primarily Temporary 
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Continued… 

New Spending Primarily Temporary 

16 



No Place Like Home Supportive 

Housing: $1.8 Billion 

Hard-to-Site Facilities: $25 million  

Mandates: Some changes to RRM 

Last Year of Property Tax Pilot 

 

 

Local Government  

2016-17 Budget Package 
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Continuing Challenges 



State Has Not Changed Its Revenue Structure 

to Address Volatility 
 

Susceptible to Wide Swings in Revenue 
 

Difficult to Save Enough to Smooth Out 

Volatility 

Dealing With an Economic Downturn or 

Market Correction 
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Despite Progress, State Has Substantial 

Remaining Liabilities 

Paying Off Remaining Debts 
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High Housing Costs 
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Housing Costs Constrain Access to Higher Paying Jobs 

…Potentially Contributing to Stalling Income Convergence  
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Housing Costs Explain Some of the Difference 

Between Poverty Measures 
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No Local Control Over Property Tax Allocation 

Local Competition Over Sales Tax Revenues 

Constraints on Revenue Raising 

• Even more evident after end of redevelopment  

 

 

 

 

 

What About Local Government?  

Longstanding Challenges & Sore Spots Remain 
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Common Claims About 

Proposition 13 
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The 2017-18 Budget 

• California’s Fiscal Outlook (November 2016) 

• Overview of Governor’s Budget (January 2017) 

• Other budget and policy reports 

Cal FACTS 2016 

 

Coming Soon . . . 
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