The Task Force to Consider A Meals Tax Referendum
Response to Member Request for Review Member-Provided Information

Statement;

Residentfal Real Estate Assessments increased 6.5% for FY 2015, The real estate tax rate was $1.105 per
$100 of assessed value, The rate necessary to keep the average real estate tax bill flat was $1.04,

Response;

The number accurately reflect the assessment increase, and the base real estate tax rate for FY2014 of
$1.085 and the $0.02 rate for Stormwater. The necessary rate advertised to maintain an average flat tax

bill was $1.04.
Statements

The Supervisors advertised a real estate tax rate close to $1.13 which would have a typical homeowner’s
real estate tax bill increase 133% since FY2000. '

Response:

The Board of Supervisors advertised a base real estate tax rate of $1.105, not including the Stormwater
rate. The Board adopted a base rate of $1.09, and increased the Stormwater fee to $0.025 for a total
real estate tax rate of $1.1125 for an overall increase of 130%, or an average annual increase of 5.7%.

Statement:

Since FY2000, 77% of FCPS total iricrease in spending of $1.6 billion was for compensation as opposed to

population growth.

Response:

It is unclear whether the claim of total increase in compensation includes additional teachers hired to
accommodate the 16.9% increase in student enrollment from FY2001 toc FY2015. In addition, 88.6% of
FCPS’ FY2015 Budget is compensation, as schools are traditionally a labor intense operation.

Statement:

FCPS employees received average yéarly salary increases of 4.6% since FY2000.,

Response:

Approximately 93% of FCPS employees are school-based. The average salary for FCPS teachers
increased from $48,497 in FY2000 to $65,927 in FY2014, for an average annual increase of 2.2%.

Statement:




County employees can retire at age 55 with 75% of their salaries and receive health insurance plans with
zero-deductible in-network.
Response;

County employees may receive retirement benefits starting at age 55 if their age added to their years of
service equals 80 (or 85 for employees hired after 2012.) The more years of service an employee has,
the greater percentage of their previous salary the employee may receive in retirement.

Retired county employees receive a health care subsidy but are not provided health care plans.

Statement:
FCPS SAT scores were in the 69" percentile.

Response:

It appears that the figure of the 69" percentile refers to the average of all Fairfax County Public School
students who took the SAT, compared against the College Board’s percentile ranking of individual
students’ scores.{CITE) However, this would be an invalid comparison, since it does not compare
jurisdictions versus jurisdictions. When comparing a jurisdiction’s average score against individual
students’ scores, the jurisdictioh is competing against its own, higher-performing students whose higher
scores are part of that jurisdiction’s average. There does not appear to be a listing of all jurisdictions
that would permit a percentile ranking.

. Statement:

According to ACT college admissions test, only 54% of FCPS seniors were prepared for college.

Response:

The ACT provides curriculum-based measures for college readiness in 4 designated, benchmark college
courses, English Composition, Algebra, Social Science, and Blology. The 54% figure refers to the
percentage of Fairfax students who met the criteria in all 4 benchmarks and compares to 37% of Virginia
students taking the ACT in all 4 benchmarks, and 26% of nationwide students taking the ACT in all 4

benchmarks (CIiTE).
Statement:
Persons living below the poverty line increased 70% from 2000 and 2011,

Response:

The inctease in total amount of Fairfax residents below the pove‘rty line from 2000 to 2011, (Roughly
43,396 to 73,694).




However, that does not reflect the fact that total population increased, so the poverty rate increased
51.1%, from 4.5% in 2000 to 6.8% in 2011.

However, the latest poverty data is from 2012, where there was a decrease in the number of residents
below the poverty line from the previous year. Using 2000 to 2012, the total number of residents below
the poverty line increased from 43,396 to 64,600 — for a percentage increase of 48.9% in total

numbers. The poverty rate from 2000 to 2012 increased from 4.5% to 5.8%, for a percentage increase

of 28.9%.
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Fairfax County Public Schools: An Overview

Fairfax County Public Schools (FCPS) is a fiscally dependent school Sys-

tem comprised of 207 schools and centers with a projected enrollment of

160,966 students. FCPS is the 12& largest school system in the country

when ranked by enrollment and is located about 10 miles outside Washing-

ton, DC. FCPS has 19,827 positions budgeted for full-time employees, ap-

' proximately 92 percent of which are school-based. The school system is
the largest employer in Virginia.

9 Fairfax County is the 372
—— largest in th
FCPS-Funded 194273 100.0% argest county in the
State and Federal United States, with a
Projects 399.7 January 2000 population

] of 968,225, making it
TOTAL

larger than the population
of seven states. Over 56
. percent of all residents
over 25 have at least a
Tour-year college degree.

19,827.0

Fairfax County is one of
the most affluent counties
in the nation; the 1997
medien household income
of $72,000 was almost
twice the national aver-
age. Per capita income
in Fairfax County, at
$39,951 in 1997, was the
18% highest of all T.S.
counties. The median
value of a single family
home was $238,000 in
1999.
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A Legacy of Excellence

In the 20th cenfury, Fairfax County has worked to provide every child with
an equal opportunity to leamn. FCPS continues to maintain its legacy of

excellence even in the face of unprecedented change and growth that has
marked the recent past.

InFY 1991, FCPS enrollment was 130,619. By FY 2001, FCPS is projected
to have 160,966 students, an increase of 30,347 students, or equal to about
50 typical 600-studént elementary schools in our school systemn.

In the last two years, membership has grown by 9,548 students, exceeding
the total enrollment of the cities of Manassas and Falls Church combined.

FCPS has become more diverse in the last decade as well. The number of
students for whom English is a second langnage has increased from 5,539

mFY 1991 to-a projected level of 15,635 students in FY 2001.

In FY 1990, the portion of the student body that was minority had risen to

Mm.m@onnobﬁgm%wocougonmaooE@nmm&Ao.mwchoEomﬁoﬂ&oUHnE.‘
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A Legacy of Innovation

O<o~¢po@mmﬁ mm.om@@o wOHUmgmwBE@Egﬁ& many educational innova-
tions. These include: .

°  The seven-period day in middle and high schools

°  Block scheduling in selected middle and high schools
°  Middle school teaching teams

Foreign language partial-immersion programs

°  Elementary Success by Bight program

Project Excel for selected elementary schools

An extended year in two elementary schools

°  Seven elementary Magnet and Focus schools

*  Three Focus middle schools ‘

Alternativeé high schools offering ﬁoﬁﬂm&ﬁmﬁ& academic settirigs



< ﬁ. s ¢ %
egory

..wﬂcn. g

FY 2015 Expenditures By Ca

. Percent of FY 2015 budget
» Compensation 88.6%

— Salaries | |

— Benefits | ‘
 Logistic o o 10.3%
¢ Transfers to Other Funds 1.2%

— For E@mnjoom\ mcggm@, School, and |

Construction

Does not add due to rounding.
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Fairfax County Public Schools (FCPS), the nation's 11th largest school
division, is a world-class school system inspiring, enabling, and
empowering students to meet high academic standards, lead ethical
lives, and demonstrate responsible citizenship.

The FY 2014 Budget, which increased by $27.3 million from the

FY 2013 approved, included an increase of 3,089 students.

Despite challenging economic trends, the School Bozard has maintained
focus on student achievement. Click this link to view Student
Achievement Goals and Operational Expectations .

FCP5" 2013 SAT average of 1663 exceeds both the state (1517) and
national average (1474), C

Based on the 2013 Washington Post rankings, of 1,900 top U.S. high
schools, all eligible Fairfax County high schools were designated among
the most demanding public schools in the country.

Thomas Jefferson High School for Sdience and Technology was ranked
by U.S. World and News Report in 2013 as the number four gold medal
school. In total, FCPS received 13 gold medal awards and three awards.
Eighteen Fairfax County Public Schools received the 2013 Board of
Education Excellence Award, a-recognition of schools and divisions that
have met all state and federal achievement benchmarks for at least two
consecutive years and have made significant progress toward goals for
increased student achievement and expanded educational opportunities.
Ninety-three percent of efigible FCPS schools earned full state
accreditation from the VDOE for 2013-2014. Statewide, 77 percent of
schools are accredited compared to 93 percent for 2012-2013.

Highlights at a Glance .

FY 2014 Cost Per Pupil
Average Teacher Salary

2013 Actual Membership

Total Membership

Percent ESOL Enroliment .

Percent Free/Reduced Price Meal Eligible

Percent Spedial Education Enrollment
2014 Approved Membérship

Number Increase/Decrease from 2013 Actual
Percent Increase/Decrease from 2013 Actual
Schools

Elementary

Middle

Traditional (K-8)

Secondary and High

Spedial Education

Alternative
Sources of Revenue

Local

State

Other

' Authorized Positions

School-Based
Nonschool-Based

$13,472
$65,927

181,259
15.5%
26.4%
13.9%

3,366
1.9%

139
23
0
25
7

N‘

68.7%
22.7%
8.5%

93.0%
7.0%




CONTRACT BEGINNINGTEACHER AVERAG

Alexandria City

. 190 days
Arlington County 200 days
Fairfax County 193 days
Falls Church City . 200 days
Loudoun County 193 days
Manassas City 200 days
Montgomery County 191 days

Prince George's County 192 days
- Prince William County 194 days

! Total teacher payroll divided by number of teachin

2 Arlington County - includes longevities.
. ®*Manassas City - Longevity step 24

*Manassas City - Grade 5 special education ¢l
®Manassas City - Grade 6 special education

FY 2000 MABE Guide

$31,166

$30,230
$30,761
$28,710
$29,619

" $30,000

$31,669
$30,577
$30,328

.

LENGTH -  BACHELOR'S DEGREE TEACHER|

$47,930
$50,652
$48,497
$47.567
$42,177
$41,294
$51,267
$42,469
$41,389

asses -~ $10.36
Qmmmmm -~ $18.14

+

g positions (FTEs)

TEACH

MASTER'S DEGREE

$49,385
$49,240
$45,953
$44,298
$42,274
$41,426
$46,667
$40,176
$41,829

ER-9THSTEP MAXTEACHE

SALARY
$66,260
$74,6122
$69,375
$67,293
$66,398
$62,965°
$67,972
$59,990
$59,509

FY 2000 mbﬁbmxwmzmegbﬁ@Z |

R INSTRUCTIONAL ASSISTANTS |

BEGINNING

$10.83/hr
$10.72/hr

$9.89/hr

- $10.59/hr
$11.21/hr
$9.53/hr*
$11.41/hr
$8.00/hr
$10.61/hr

NIAXIMUM
$17.53/hr
$17.08/hr
$21.32/hr
$17.83/hr
$20.25/hr
$16.68/hr
$17.96/hr

$20.07/hr
$18.54/hr



Table 1
2011-2013

SAT Average Scores for Fairfax County Public Schools, Virginia, and the Nation
as Reported by College Board

Critical Reading NMathematics . Writing
Average : ) Average Average

2011 2012 2013 2011 2012 2013 2011 | 2012 2013

FCPS 551 550 554 563 568 568 540 542 541

Virginia* | 509 508 .| 612 507 510 511 492 492 494
Nation* | 494 491 491 506 505 503 483 481 480

*All Public School Students.

2013

SAT Average Scores for Fairfax Cpuﬁty Public Schools
as Reported by FCPS and by College Board :

Critical Reading Mathematics Writing
Average - Average - Average
College College College
FCPS Board FCPS Board FCPS Board
FCPS 565 55{1 . 579 568 554 541




SAT® Percentile Ranks for Males, Femaieg, ‘
and Total Group | | QAT

2013 College-Bound Seniors — Critical Reading + Mathematics + Writing

Total ' Viale Female

Score Number Percentile Number Percentile Number Percentile
1690 15,610 72 7388 70 8,222 74
. 1680 . 16,049 71 7736 69 8,313 73
1670 16,199 70. " 7691 68 8,508 72
1680 16,610 69 . 7890 67 8,720 71
1650 16,840 68 7950 66 8,890 70
1640 SR VAV I 67 8,112 65 9,064 69
630 . 17,676 66 8,385 64 9,191 68
1620 17755 65 8,367 83 9,388 67
1610 17827 64 8,377 62 9,450 66
1600 18,224 63 ' 8,628 61 9,696 65

1590 18,227 62° 8,425 60 9,802 64 N

1580 18,493 61 8,627 ‘59 9,866 63
1570 18,774 60 8,822 57 9,962 61
1560 19,085 58 8,815 56 10,240 60
1550 19,323 57 9,086 55 . 10,267 59
1540 19,630 56 8,095 54 10,535 58
1530 18,307 B5 . 8911 53 10,396 57
1520 19,957 54 9,114 52 10,843 - 56
. 1510 20,063 © B2 9,124 - BT . 10,939 54
1500 19,884 51 9,079 49 10,806 53
1490 20,122 50 9,223 48 10,899 52
1480 . 19,895 49 9,082 47 . 10,813 51
1470 19,985 48 9,150 T 46 10,836 49
1460 20,436 46 9,343 45 11,092 48
1450 20,185 45 9,126 43 11,069 47

1440 20,189 44 9,111 ' 42 11,078 46
1430 20,320 43 9,287 41 11,033 44
1420 20,273 42 9,036 40 © 11,237 43
1410 © 20,331 40 9,095 39 11,236 42
1400 " 20,394 39 ‘ ' 9,222 38 11,172 41
1390 19,925 38 8,868 36 © 11,057 39
1380 19,910 37 8,847 35 11,063 38
1370 19,653 36 8,692 - 34 10,961 37
1360 19,590 34 -8,823 .33 10,767 36
1350 19,813 33 8,773 32 11,040 .34
1340 19,398 32 8,673 31 10,825 33
1330 19,213 31 8,679 30 10,634 32
1820 19,028 30 8,569 29 10,469 31
Definitions of statistical terms are provided online at research.collegeboard.org/definitions. ' : ‘ :

: [/\‘éjollegeBoard

© 2013 The Collegs Board.
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) MolLean, Mount Vernon, ‘South Lakes, Stuart, West Springfleld, and Woodsan High Schools. Studenls at Siuart

September 26, 2013

FOR IMMEDIATE RELEASE

FCPS Students Continue to Post SAT and ACT Scotes Above State, National Averages

Students In Falrlax County Public Schools (FCPS) class of 2013 outperformed thelr peers In Virginia and the natlon
on the SAT, according to reslls released by the Virginia Department of Education. FCPS scores arg 42 polnts
abovae the state's averags In Critical Reading, 57 points above the state’s average in Mathematlcs, and47 points
above ihe state's average In Writing, SAT results complled by the Gollege Board show that FGPS students posted
average scores of 564 In Critical Readlng, 568 in Mathematlcs, and 541 In Writing for an overall composite score of
1663, up frori last year's overall composite score of 1660 (see Table 1). The state composits score was up 7 points
and the natlonal composlte scare down 3 polnts In comparison fo fast year's scores.

Ten schools In Fairfax County Improved over last year in all three sections: Edison, Langlfzy, Médlson, Marshail,

High School posted the greatest gains by increasing the schaol's Critical Reading average by 23 points, the

Mathematios average by 18 points, and the Writing average by 17 polnls, Students at Woodson High School
increased the Critical Reading average by 16 polnts, the Mathematics average by 9 polnis, and the Wrlling average
by 11 polnis. Students at Edison High School Increased the Critical Reading average by 14 polnts, the .
Mathematlos average by 10 polnis, and the Writing average by 14 polnts (see Table 2).

Of the 25 high schools In FGPS, 18 saw. an Increase In their Critical Reading average, 16 saw an Increase In thelr
Mathematlcs average, and 10 saw an Increase in their Wilting average over last year. Students at Marshall High
and South Lakes High School made steady galns In alf three areas over the last three years.

Additional highlights of the SAT restills for FCPS, as reported by the College Board; include the followlng:

FCPS studsnts posted higher average scores than students in the state or nation by student group in Ctitical
Reading, Mathematics, and Wilting (see Table 38).

EGPS Aslan students exceeded ihé state average for Aslan students by 19 polnts fn Gritical Reading, 29
points In Mathematics, apd 23 points In Writing (see Table 3).

.

.

FCOPS Black students exceeded the state average for Black studsnts by 42 points in Critical Readlng, by 43
points in Mathematics, and by 42 points In Writing (see Table ).

FGPS Hispanic students exceeded the state average for Hispanio siudents by 14 points In Critlcal Reading,
by 18 polnts in Mathematics, and by 16 polnts In Writing (see Table 3). .

FCPS White students exceeded the state average for White students by 40 polnts In Critical Reading, by 48
polnts in Mathematics, and by 44 points in Wrlting (see Table 3).

-

FCPS average scores Increased 3 points In Critical Reading, increased & points in Mathernatics, and
Increased 1 point in Writihg when compared to 2011 resulls (see Table 1).

The state average score increaged 3 polnts in Critical Reading, Increased 4 polats in Mathematics, and 2
polnts for Writing when compared to 2011 results (see Tabls ).

-

The natlonal average scores went down 3 polnts In all three areas When compared to 2011 results (see

Table 1).

FCPS does an additional analysls of College Board data that Includes only students from FGPS class of 20131n lis
vesuils (see Table 4), (College Board data may Include the scores of students from other jurisdlotions and students
who are home schooled who took the SAT In a Falrfax County high school. The FCPS analysis uses {he test
scores of students who were members of the senlor class In June 2013—based on the FGPS student Informatlon
system— and race-elhnic designations taken from school registration records. The FCPS analysls excludes all non
-FOPS students as well as students who were tested while enrolled In FGPS but who moved or may have been
retainad and were not part of the senlor class.) Data from this FGPS analysls show an average aritical reading
score of 565, a mathematics score of 579, and a wrlting score of 554, According 1o FCPS, 76 percent of the FCPS
class of 2013 took the SAT; when students attending alternative high schoals are Included In the calculation the

percentage Is 72 percent.

hitne Hoommweh frne adimemwerelaacae/maweralanca nrint ofmMaweid=23A68

5/28/7014
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ACT Scores )
The ACT fests are deslgned lo assess the general educalional development of high school students and the ability of

high school students to complete college-tevel coursework. The tesls represent a currculurn-based measure of college
readiness in English, mathematics, reading, and science. A writing test is optional, According to data released by ACT,
Inc., the number of FCPS sludents taking the ACT increased from 3,916 in 2012 1o 4,020 in 2013, with average ACT
scores Increasing in English, mathematics, reading, sclence reasoning, and the composile, Table 5 shows the three-year
trend of the division's ACT average scores In comparison 1o the average scores of Virginia and natlon.

FOPS has also released a set of ACT dala separate from that reported by the ACT, Ine. The FCPS-compiled data are
based on more accurately analyzed FCPS resulis. A comparison of ACT scores as reported by FCPS and as reported by
ACT, Inc. Is also Included. According to FCPS, approximalely 19 percent of lhe FCPS class of 2013 tack the ACT.

Thraugh collaboration with postsecondary institulions, ACT has established college readiness benchmatk scores for
designated college courses, (English Composition: 18 on ACT English test; Algebra: 22 on Mathemalics test; Soclal
Science; 22 on ACT Reading tests; and Biology: 23 on ACT Science test). Highlighis of FCPS ACT results released by
ACT, Inc., on these college readiness benchmarks Include the following (see Table 6):

87 percent of FOPS students who iook ACT tests are ready for college-level coursework in English composition.
That can be compared to 76 percent of sludenis in Virginia and 64 percent of students natlonwide,

-

76 percent of FGPS students who took ACT tests are ready for collage-level coursework in mathematics. That .
can be compared to 57 percent In Virginia and 44 percent nationwide.

70 percent of FCPS students who look ACT lesls are ready for college-level coursework In soclal science (based
on reading scores). That can be compared to 57 percent In Virginia and 44 percent nationwide,

63 percent of FCPS students who took ACT tests are ready for collage-level coursework In sclence. That can be
compared {o 47 percent In Virginla and 36 percent nationwide.

.

54 percent of FGPS students who took ACT tests met afl four ACT benchmark scores. That can be compared fo
387 percent in Virginia and 26 percent nationwide,

HH
Note: For more Information, contact Kathy Oliver at 571-423-1405 ¢ or koliver@fcps.edu.

htto://commweb.fens.edu/newsreleases/newsrelease nrint.cfm?newsid=2368 5129/2014
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Population Below Poverty Estimates and Mavgins ef Ervor

Jersons or 5,8% of Falfax %09 1 A g .
80,000 A 64,600

County residents live fn poverty, These residents are 70,000 ! Mergin of Eifor N ;
50,062 ] A R A
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The number of persons living In poverly Increased In Felifax Counly slnce 2008, In addition, the poverly rele
Increased from4.5% In 2000 fo 5.8% In 2012, The Increasen the poverly rato and In persons Iving i poverly
vias not caused by poverly-level persons moving lnto the counly from other areas, The growdh In poverly ls more
Hkely lhe result of lower Incoms persons loing economio ground and siaplng Into poverly, The U8, Census
Bureau's 2012 poverly thiesheld used for delermining who s fiving In poverly Is $11,946 for a slngle Individual
under age 65 and 13 $23,384 for a femily of four vith lhree children.

J f child der 4 é - Scurces: U, Census Bursay, 2000 Deconnlel Census, 2001 Supplementsl Survey, 2002t 2012 Amercan Communtly
of children unoer ; § | Survys poverty dale, end 20052009 Americen Commurity Survay mlgtalion dale, 21d 2012 Poverly Thvesholds.
yearsold(20550t:hil- = GEONASCHN4VFUAGEHOUITBBAREILITHAQRUTIOTOETLE O
dren live In poverty). g Persons Who Live in Poverly by Age, Race and Ethnicity
65+ yrs Hispanic & White
H Black
55to64yrs | Asian
45 t054 yrs &1 Other
35tod44yrs |
. 25to34 yrs
15to 24 yrs S 124m
S5to14yrs 12,110
Under 5 yrs 4,483

Note: Hispanics may be of any race.
QAP DI ERRVTITTOPVCORALINOCEVIIBTFORGCTRB LY RO

Roormmate o Olher a Living Arrangements of Persons
Hng Atangemenl Living In Poverty

20 ,550 chlldren under age 18 years
live below poverty, Among these
children, 19,684 lve with relatives -
46.2% In a marded-couple family and
53.8%in a famlly with no spouse
present. Among those living with parents
(16,444 children), four out of five have at
least one forefgn-bomn parent,

Famdy,
Yo Spousa 4,493 persons age 65 years or older live In
poverty, More than (hrea out of five of these
persons are female.

5‘0‘:0{'180:‘5‘«"?'7D1700!)5130O‘i!l)l)'.iU(‘U\”J\'Jr)@:il){'n'}\?nt'lﬂx‘:OnQ

of men age 2 Employment Status
0 older who hav i Persons Living in Poverly
Age 20 to 64 Years

59.7% ofthose persons age 20 fo 64 years
whoa live In poveriy are In the labor force. Of those
In the labor force, over three quarlers are em-
ployed (77.4%).

FlNetintebor Force  [Employed B3 Unenployad
AT DR LI ON BRI LDRCARDATIOV0OITLBOIDATTE R

B United States
BFalrfax County

59.2%

Lack of Health Care Coverage
Among Persons Living in Poverty

39.6%

Lovr Income residents In Falrfax County are
more likely to lack health Insurance coverage
than low Incom residents natlonwide,

41.,5% ofihosewholve bn poverty in
Falifax Counly lack heatlh Insurance coverage,

14.0%

of foreign-horn residents
Under18yrs 181064 yrs 65+yrs
(31,729 immigrants live in ¥ ) y v . o
30NBeIaanARRROGROGORRGOCORRNEROCOONEOBRRBOR
p overiy). Sourco: Un'ess olhervise noled Is the 1.5, Census Bureau, 2012 Amarlcan Commurdty Survey. '
Prepated by ; Anno Piskford Caht, Economlo, Deimographic and Statstical Research; Felfax Counly Depariment of Nelghborhoad
ard Communly Senvices, Oclober 2013,
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January 13, 2005

THE FLAWED “POPULATION PLUS INFLATION” FORMULA
Why TABOR'’s Growth Formula Doesn’t Work

By David H. Bradley, Nicholas Johnson, and Iris J. Lav

Limiting the growth of state revenue collections and state expenditures to a population- ‘
growth-plus-inflation formula is a central provision of a new generation of “tax and expenditure
limits” — or TELs — now being promoted by national anti-government groups. Under such
proposals, state constitutions would be amended to bar state and local expenditures from rising at
a percentage rate that exceeds the rate of growth of state population plus an inflation factor. A
population-growth-plus-inflation {imit is central to Colorado’s “Taxpayer Bill of Rights,”
arguably the strictest TEL in the country and the model for TELs currently under consideration

in several states.

Such formulaic limitations may sound reasonable, but are actually a recipe for sharply
reduced public services and an impaired ability to respond effectively to public needs, federal

\ « .
mandates, and changing circumstances.

~+  Tfapopulation-plus-inflation TEL had been in place in all states from 1990 to 2004,
aggregate state own-source expenditures in 2004 would have been $162.7 billion, or

21 percent, below its actual level.

Closing this gap in 2004 could have been achieved by cutting 78 percent of all state
K-12 education budgets; all state Medicaid and transportation spending; or 60 percent

of all other state spending.

Thete are a number of reasons that a population plus inflation limit leads to such a
dramatic scale-back in government services.

No existing measure of inflation correctly captures the growth in the cost of the kinds
of services purchased in the public sector, so the inflation adjustment generally is not
sufficient to allow the continuation of existing services. State governments spend
much of their money on education and health care, which typically have cost
increases greater than the general rate of inflation. Within the Consumer Price Index
(CPI) itself, medical cate and education have been growing at twice the rate of the

overall CPL

The subpopulations that state governments serve tend to grow more rapidly than the
overall population growth used in the formula. For example, while total population
grew by 15.4 percent from 1990 to 2002, total state prison population grew by 83




Population Growth Plus Inflation in Colorado

The population-growth-plus-inflation formula is a key reason why Colorado’s TABOR
amendment — a 1992 constitutional provision — has caused severe problems for the provision of

public services in that state.

After 12 years of TABOR, Colorado has among the nation’s poorest-funded — and poorest-
performing — public services. For example, Colorado ranks A47™ in K~12 education funding as a
share of state income. The ratio of teacher salaries to average private-sector earnings is lower in
Colorado than any other state. Child immunization rates ate also lowest in the nation, More poor
children lack health insurance in Colorado than in all but five other states, and three-quarters of
Colorado pediatricians won’t treat Medicaid patients because reimbursement rates are so low. High
school graduation rates, support for public colleges and universities, and access to prenatal care all

have fallen since 1992.

Just since 2001, as a result of the formula (combined with the ratchet effect described in the
box on the previous page), Colorado policymakers have been forced to make $1 billion in spending
cuts. Unlike in other states, TABOR’s limit will not allow those services to be restored; in fiscal year
2006 Colorado is scheduled to refund $459 million to taxpayers while being required to cut an
additional $263 million out of its budget.

Soutce: Nicholas Johnson and David Bradley, Public Services and TABOR in Colorado, Center on Budget and
Policy Priorities, January 2005,

The Population-Plus-Inflation Benchmark and the Cost of Government

Central to the strictest TELSs, such as Colorado’s TABOR amendment, and to the new

TEL proposals in other states, is a provision limiting the rate of growth of government spending
to the sum of the population growth rate and the inflation rate, as measured by the Consumer ‘
Price Index-All Urban Consumers (CPI-U). Mathematically, this is equivalent to saying that
government spending per state resident, adjusted fot inflation, cannot increase. In calling for the
adoption of strict tax and expenditure limits as a way to limit government, Barry Poulson of the
conservative Americans for Prosperity Foundation (AFPF) notes that to be effective a TEL
should “impose a stringent limit on the revenue that governments can keep and spend, such as
 the sum of inflation and population growth.”! The model TEL legislation from the American

Legislative Exchange Council, which urges lawmakers to enact conservative policies that reduce
the size of government, also uses a spending growth formula of change in population plus CPFU.

A casual observer of state finances might believe that such a formula is quite reasonable.
‘After all, this formula not only allows the public sector to maintain its current level of
. expenditures, but allows for some growth in nominal terms. Nevertheless, & ohe-size-fits-all
population-growth-plus-inflation formula is deeply flawed. Such a formula is likely to hinder the
ability of state governments to continue to provide services at their current levels. A state that

! Bairy Poulson, “The Next Generation of Tax and Expenditure Limits,” Americans for Prosperity Foundation, May
- 12,2004, :




Local Governments and TABOR

Most current state TEL proposals would apply the population plus inflation formula to local
- government budgets as well as to those of the state government. This causes two problems for local

governments,

«  Local govetnments, like state governments, face costs that tend to rise faster than
population plus inflation, for many of the same reasons: rising health care costs, changing
demographics, and changing and unanticipated needs. ~

. A population-plus-inflation formula at the state level may increase the likelihood that
states will cut aid to local governments, ot pass on mandates and responsibilities to
localities without adequate funding, in order to make toom for other fast-growing budget

items.

For fhese reasons, organizations of local governments— which represent elected officials
across the political spectrum — have expressed patticular concern about such proposals. For instance,
the National League of Cities has taken a strong stance against Colorado-style TABOR proposals and

. the Wisconsin Alliance of Cities has been among the leading voices against a TEL proposal in that

state.

Realistic Budgeting for Public Services

Proponents of TABOR-type tax and expenditure limits sometimes contend that'a growth
formula based on population plus inflation would be adequate to.maintain public services at a
roughly constant level. But researchers long have recognized that the services provided in the
public sector, such as education, health care, and law enforcement, tend to rise in cost faster than
many other goods and services in the economy in genetal. This analysis was first put forward by
economist William Baumol, who pointed out that technology and productivity gains may make
goods cheaper to produce, but the services that government provides are different. Baumol said
public services typically rely heavily on well-trained professionals — teachers, police officers,
doctors and nurses, and so on— and technology gains do not make these services cheaper to
provide 2 1t may take far fewer workers to build an automobile than it did 30 years ago, but it
still takes one teacher to lead a classroom of children. (In fact, as education has become
increasingly important, the trend is toward more teachers per pupil, not fewer.) Doctors
generally still see patients one by one, and nursing care remains labor intensive despite
technology. : :

3 William J. Baumol, 1967. “Macroeconomics of Unbalanced Growth: The Anatomy of Urban Crisis.” American
Economic Review 57(2), 415-426.




Caps Won't Stop Growth in Health Care Costs

When people say state spending is growing “out of control,” they often ate referting to the
rapid rise in the cost of Medicaid in recent years. But Medicaid is not growing out of control.

Medicaid costs ate growing at less than half the rate of growth of private health insurance on a
per-person basis. Medicaid is also more efficient that private insurance, with lower pei-person costs.

Growth in Medicaid spending reflects the problem of rising health care costs that is affecting
all health insutance, both private and public. The growth in health care costs is largely driven by
advances in medical technology. It is a major national policy challenge, and only system-wide
approaches to health care costs will address it. '

Moreover, Medicaid faces two challenges that private insurers do not.

Tncreased entollment during a weak economny, as more people become unemployed or lose
employer coverage. '

«  Filling in gaps in Medicare covetage. More than 40 percent of Medicaid spending is on '
services for Medicare beneficiaries — primarily elderly and disabled people. Costs have
been shifting from the wholly federally paid Medicare program to Medicaid as medical
practice has changed, reliance on hospital care has decreased, and patients increasingly
use other services like prescription drugs. (Under the new Medicare law, states will
remain responsible for most of the cost of preseription drugs for the population that is

eligible for Medicare and Medicaid.)

No state can solve these larger problems on its own, Only the federal government can stop the
shift in costs from Medicare to Medicaid. And it will require some combination of the federal
government and the health care industry to bring down the annual rate of increase in health care costs -

in the country.

Many states already have, however, taken actions to improve the efficiency of their Medicaid
programs through promoting disease management, managed cate, prescription drug cost containment
and similar policies. Beyond that, states have few good options to bring down the rate of growth in

Medicaid costs.

Policies such as reducing eligibility or imposing cost sharing on families living at the poverty
line unfairly shift the burden of a system-wide problem onto the most vulnerable members of society.

And such policies ate often counterproductive because they increase the ranks of the uninsured. Sick
s — than when

people cost more when they are uninsured — and receiving care in emergency room
they are covered by Medicaid. '

state expenditures will cause a sharp drop i1 the amount of medical care and education services a
state can support, and reduce its quality. This is what has happened in Colorado.”

.5 Nicholas Johnson and David Bradley,

Public Services and TABOR in Colorado, Center on Budget and Policy
Priotities, January, 2005, ‘ .
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Source: CBPP calculation of NASBO data.
Note: “Own-Source” spending Is the sum of general fund and other state spending.

When TABOR proponents argue that spending limitations will not shrink government,
they imply that the limits will allow government to continue providing services at current levels.
The reality is that spending increases limited to increases in population and general inflation will
result in a reduction of service provision over time. For example, if caseload in the average
program grows just 1 percent faster than general population and the cost of providing public
services on average grows just 1 percent faster than general inflation, within ten years state
government would be providing services to 20 petcent fewer people than it would without the
limit, or would be providing a level or quality of services 20 percent lower.

A formula that fails to take into account the cost factors in Tables 2 and 3 would force a ,
state to scale back public services. Figure 1 shows trends in state own-source spending under
two scenarios — actual spending and spending limited to the growth of population plus CPIL
From 1990 to 2004, total state own-source spending rose slightly, from 6.6 to 7.0 percent of
‘gross domestic product (GDP). If state own-source spending had been limited to changes in
population plus inflation over this same time period, total spending would have declined from

6.6 to 5.6 percent of GDP.°

¢ Spending data for Figure 1 are from the National Association of State Budget Officers’ (NASBO) State
Expenditure Report, various years. “State own-sotrce” spending is the sum of general fund and “other” state
spending, This sum was divided by GDP adjusted for the normal state fiscal year (July-June) to determine state
spending as a percent of GDP. To calculate state spending under a population-plus-inflation TEL, the previous
year’s allowable spending limit was multiplied by the sum of the percent growth in population plus inflation. Since
the model starts in 1990, actual (not allowable) spending was used to determine the spending limit in 1991.
Specifically, actual state own-souice spending was $375.3 billion in 1990 and the growth in population plus
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The 1990 Kentucky Education Reform Act (KERA) was passed in response to a state
Supreme Coutt judgment mandating Kentucky to make its school funding mote
adequate and equitable, In order to comply with KERA the Kentucky General
Assembly passed House Bill 940 that generated $532 million in new revenue in fiscal

year 1991.

. InNew Jersey, the cost of implementing vatious state Supreme Court orders from the
multiple Abbott cases of the 1990s was estimated to be more than $1 billion in fiscal

2003.

Voter mandates and initiatives have also increased costs to the several states, both
through funded and unfunded initiatives. Ballot measures often do not have dedicated funding
sources ot even specific cost estimates. By definition a population-plus-inflation TEL does not
provide funds for policy changes, but only for the current service levels. When confronted with
new voter demands, policymakers must accommodate voter mandates by squeezing funding for
existing programs or by getting voter approval for a tax increase.

Tn the 1990s votets in California, Oregon, and Washington approved ballot measures
that strengthened sentencing laws, thus increasing these states’ incarceration costs.
The Legislative Analyst’s Office in California estimated ongoing annual costs to the
state of Proposition 21 (passed in 2000), which primatily strengthened sentencing
laws for juveniles, of more than $330 million. ,

« Inthe past decade, voters in several states, including Florida, New Jersey, Ohio, and
Rhode Island approved funding for open space preservation, Voters in Florida passed
Amendment 6 in 1996 to create the Everglades Trust Fund. This Fund did not have a
specified funding source but has spent over half a billion dollars to date. Of the 122
tax financed open space measures on state and local ballots in 2000, 70 percent
passed, indicating a strong desire to spend money for environmental protection.

. Beyond intetnal changgs, federal pressures — such as increased demands for states to
improve homeland security or underfunded education mandates — have driven up
costs to state and local governments. Just three underfunded mandates from the
federal government — election reform, education of disabled children, and the No
Child Left Behind law — ate costing states around $73 billion from fiscal year 2002

through fiscal year 2005.

States are dlso shouldering a larger share of health care costs for low-income people
because of the cost shift from Medicare (a federal program) to Medicaid (a joint program in
which states bear an average of 43 percent of the costs). States are expected to spend around $28
billion in state and local funds from fiscal year 2002 through fiscal year 2005 to provide
prescription drugs to low-income elderly and disabled beneficiaties eligible for Medicare and
Medicaid. While the new Medicare law enacted in 2003 will cover under Medicare some of the
cost of prescription diugs for all Medicate beneficiaries beginning in 2006, states will not realize

7 New Jersey Office of Legislative Sexvices, See htp://www.njleg.state.nj us/legislativepub/budget/educ04 pdf.
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The Slow Squeeze of a TEL Formula

It may be a period of time — years, even decades — before the reductions in public services
shown elsewhere in this paper as a consequence of a strict TEL actually result in reduced services —
and even longer, perhaps, before a decline in the quality of life becomes apparent. Thete are -
several reasons to expect such delayed impacts.

Spending limits typically rise af a rate only slightly lower than the cost of providing
services, pethaps a difference of one or two percentage points. Over time, however, the
difference grows dramatically. A one- or two-percentage point difference every year can
translate into a 13 to 26 percent gap over the course of a dozen years.

Short-term deferrals can become long-term problems. Any time that a state needs to cut
spending, it looks first to cut items that can be deleted without a short-run impact on the
provision of services. For example, states may defer routine maintenance items, capital
improvements, staff training, or other investments in infrastructure ot workforce. Such
changes may help balance budgets in the short run, but can be costly in the long run.

Accounting maneuvers are only effective in the short-run. Even under a tightly worded
limitation, policymakers may be able to find a way to push spending into a future fiscal
year in order to avoid the caps — a strategy that defers but cannot avert the financing
squeeze. For several years under its revenue limit, for instance, Colorado accounted for
tax rebates in the fiscal year following the year in which revenues exceeded the limit—a
strategy that worked as long as revenue collections remained strong, but which led to even
greater budget ciits when revenue collections slowed in the recession.

Fluctuations in the formula itself may provide unexpected “room” in some yeats.
Colorado’s spending formula is based on population growth plus the Denver-area inflation
rate. As it happens, local consumer prices — particularly the cost of housing — rose
rapidly in the mid-1990s due to a Denver-area housing ctunch, So it was not until 1997
that state revenues even began to hit up against the limit. Of course, the opposite can
happen also: in a housing slump, consumer prices might hardly rise at all, further holding

down the limit.

When public expenditures are investments, it may take many years for the harm from lack
of investment to be evident, Much state spending is intended to have long-term impacts.
Studies show, for instance, that early childhood spending has great benefits for a state that
do not begin to show up for many years. Infrastructure spending is anothet example.
Certain spending, therefore may not affect a state’s quality of life for decades.

Unanticipated Needs

State governments inevitably face spending needs that cannot be anticipated, Natural
disasters, public health emergencies, economic changes, and other such occurrences place
expensive bt unexpected demands on state and local governments. In the last few years, for

instance, states have faced:

13




