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Legislative Analyst Recommends Huge Cuts to Proposition 98
(Analysis by Rick Pratt, Assistant Executive Director, Governmental Relations)

Elizabeth Hill, the state’s non-partisan Legislative Analyst, released her preliminary overview of the 
Governor’s budget proposal on Monday, January 14. She notes that, while the budget numbers are 
“generally reasonable,” there is some downside risk on the revenue side resulting from “recent cash 
trends and continued negative economic reports.”

She also recommends that the Legislature attempt to identify targeted spending cuts based on 
policy priorities, rather than the across-the-board cuts proposed by the Governor: “The risk with the 
administration’s approach is that—by attempting to preserve most funding for most programs— 
many programs end up operating in a less than optimal manner and provide lower quality services  
to the public.”

With respect to school funding, Ms. Hill says that “the administration loses a critical opportunity to 
achieve additional budgetary flexibility by not reducing education spending to the Proposition 98 minimum 
guarantee [in the current year].” Specifically, she is referencing the Governor’s proposal to reduce current 
year Proposition 98 spending by $400 million, even though the guarantee has dropped by nearly  
$1.5 billion, according to her estimates. Her recommendation is that the Legislature reduce school 
funding in the current year by the full $1.5 billion.

According to her analysis, this can be done “without affecting current school operations” by:

•	Identifying unspent prior year (2006–07) monies and swap them with ongoing monies

•	Unappropriating unspent current-year monies (this is how the Governor intends to achieve his proposed 
$400 million reduction)

•	Designating the balance of the over appropriation (what’s left after the first two steps) as “settle up” 
funding (these are one-time dollars that are owed to schools as a result of past underfunding of the 
guarantee)

Even if the Analyst is correct that these cuts can be made without affecting current school operations, 
they would have a devastating effect on future school budgets. This is because her proposal would result 
in a permanent reduction to the minimum funding guarantee of nearly $1.5 billion per year. That’s nearly 
$255 per ADA. Her primary objective in making this recommendation is to maximize the Legislature’s 
flexibility in crafting future state budgets. But that increased flexibility would come at a huge cost to 
school districts and county offices of education.


