POLICY POINTS:  SJR 1906

KEY ISSUES FOR CONSIDERATION

SJR 1906 would create a TABOR that is very similar to Colorado’s TABOR — and would in some ways be more restrictive.  
· It would limit the growth of most types of revenues at all levels of government to the rate of inflation plus population growth (or enrollment growth for schools).  Voter approval would be required to exceed this limit.

· The base year for applying this growth formula would be 2010-2011, which will lock-in recession-level revenues in perpetuity.  Goldman-Sachs is now forecasting that the national unemployment rate will continue to rise through the end of 2010 and will reach 10% at that time; and most analysts expect unemployment to remain high for a significant subsequent period. 
· It would create an additional limit for property tax; property tax could increase only as a result of new construction unless voters approved an increase.
· There is a provision for increasing revenues in an emergency, but it is extremely cumbersome and may not be available when needed.  Emergency taxes may be levied only if the Governor declares a state of emergency and the taxes are approved by a two-thirds vote of the membership of each house of the legislature or local governing body.  Moreover, the emergency tax must subsequently be ratified by a vote of the people. 
· It would create nearly insurmountable barriers to issuing bonds for infrastructure development, school construction, or other purposes.  A two-thirds vote of electors would be required for any jurisdiction to incur multi-year debt — unless the jurisdiction already has on hand sufficient cash reserves to repay the debt and interest and irrevocably dedicates those funds to do so.  Few jurisdictions would have on hand, in cash, the entire amount needed to repay a 30-year bond issue; if the jurisdiction did have that much cash on hand, it might not need to issue the bond.

· If a jurisdiction is able to float a bond issue, the debt service on the bonds would decrease the revenue limit by the amount of the annual debt service.  So any infrastructure improvements would directly compete for funding with current services such as education, public safety, and health care.

The Colorado experience shows that TABOR doesn’t work and it won’t solve anything; it is a gimmick and a false promise.  
TABOR makes a lot of promises, but it failed in Colorado because it is too rigid and cut too many important services.  Floridians want a common sense approach that meets priorities while having a balanced budget and tax system.  SJR 1906 does not improve the system, it makes it worse.
TABOR does not ensure a more efficient, effective or accountable government. Instead, it places government on auto-pilot and makes elected leaders powerless.  It sets unrealistic limits on revenues and prevents investment in strengthening the state’s infrastructure, preparing children for the future through a first-rate education system, and providing accessible, affordable health care.
The provisions for issuing bonds is far more complicated and prohibitive than Colorado’s provisions, and are likely to result in a major deterioration of infrastructure in Florida.    
TABOR fails to protect our most vulnerable citizens from program cuts: children, the elderly, and the handicapped.
Proponents suggest it would merely limit growth to “reasonable levels,” but in fact TABOR would result in deep cuts in certain areas of spending like education and human services.  The TABOR formula does not account for types of expenditures that rise more rapidly than general inflation, such as health care; if health care costs nationally are rising faster than inflation there is little a state can do to control costs other than reduce eligibility or the level of care.  Similarly, the rigid formula fails to account for particularly expensive-to-serve segments of the population that might be growing faster than general population growth.

Because some costs rise faster than arbitrary limits allow in the measure, the remaining areas of spending are “crowded out” and would have to be cut for governments to meet the overall limits.
TABOR makes government more complicated and less responsive with a cumbersome budgeting and approval process. 

The one-size-fits-all TABOR formula fails to address the realities of a complex world.  When Florida suffers droughts, flooding, and other emergencies, government must be able to step in to help people get through tough times.  As noted above, the SJR 1906 provisions that articulate how emergencies are handled are complicated, time-consuming, and difficult to execute — and may even bar use of funds readily available in the Budget Stabilization Fund to meet an emergency.

TABOR DID NOT work in Colorado, and SJR 1906 is likely to cause similar deterioration:

Education

· By 2000, Colorado had fallen to 50th in K-12 spending, making the state dead last in the percentage of state wealth devoted to public schools.

· The state ranks last in sending disadvantaged kids to college.

· Colorado ranks near last among states in high school graduation rates.

· Colorado ranks 49th in state support of higher education.

Health Care

· Colorado spends less than most other states on public health.

· Colorado is at the bottom in rates of prenatal care.

· Colorado has the highest rate of uninsured low-income children in the nation.

· Colorado ranks 49th in spending on Medicaid and costs for Colorado employers to provide health insurance for their employees rank 13th highest in the country

Economic Development

· Colorado’s highways are in a state of growing disrepair with less than 60% rated good or fair. 

· Colorado lost more jobs in the last recession than any but 3 other states.

· In 2002, the per-capita income in Colorado fell faster than in any other state.

· Colorado unemployment has more than doubled during the last recession; the state lost 18,000 jobs in 2003 alone.

Fiscal Stability

· Prior to the time out, TABOR resulted in a downgrade of Colorado bond rating. 
· Financial analysts specifically blamed TABOR for making the state’s fiscal crisis during the last recession worse.

· Prior to the time-out described below, Governing Magazine ranked Colorado’s finances as among the worst managed in the country, again due to TABOR.

TABOR was bad for Colorado, and the voters of Colorado decided to suspend it.  Colorado voters passed a TABOR “time out” to let the state keep and spend revenues collected above the “cap” on education, economic development, transportation and all the other things that have been cut so dramatically over the past 12 years.

Proponents claim to have fixed the problems of TABOR by fixing the so-called “ratchet.”  The ratchet was not the factor that caused the deterioration of public services in Colorado; the vast majority of the decline took place during a period of healthy economic growth during which the ratchet did not operate.  And the TABOR time-out prevented the ratchet from taking effect after the last recession.  The key problem is the rigid TABOR formula, which does not allow for a reasonable level of growth — and which forces essential services to shrink over time.

TABOR is the wrong bill at the wrong time.  
As Florida and the rest of the country struggle with the deepest and longest recession since World War II, this is the wrong time to be putting risky gimmicks into the state’s constitution.  SJR 1906 would assure that Florida continues to have recession-level public services long after the rest of the country recovers.  The effect of TABOR will be to force cuts in important public services that are critically needed as people try to rebound from these economic conditions, find jobs, afford healthcare, and take care of their families.  
The bottom line is – if it sounds too good to be true, it probably is.  Policy makers may be promising to put money back into your pockets at the same time they promise to maintain or improve services for schoolchildren, the elderly, and persons with disabilities.  
The math doesn’t work and the promises fall short.        
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