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Problems

 Weakened budgetary process.

 Little effective oversight.

 Legislature’s position relative to 
executive branch.
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Context for Change

 How can Legislature most effectively use 
its time each biennium?

 Lay out a workplan for policy and budget 
committees based on priorities.

More focused, targeted oversight.
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Two-Year Biennial Budget

 First Year:
Adopt separate budgets for both years.

 Second Year: 
Update revenue and spending numbers.
Make major caseload adjustments.
Focus significant time on oversight.
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Biennial Budgets: Key Issues

 How to reinvigorate the subcommittee 
process.

 Role of fiscal committees.
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Performance-Based Budgeting:
Some Brief History

 1980s: Program budgeting.

 1990s: Pilot program on 
performance-based budgeting.

 Very little impact on budgeting.
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Performance-Based Budgeting:
Why Is It So Difficult to Do?

 Programs have a variety of goals.

 Programs have tension between goals.

 Lack of focus on outcomes.

 Lack of focus on cost-effectiveness.
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Performance-Based Budgeting:
Prerequisites for Success

 Strong commitment from and 
collaboration with both branches.

 Bipartisan support.

 Institutionalize into process.
Has to change the way budgets are thought 
about and reviewed each year.
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Performance-Based Budgeting:
First Steps

 Focus on performance measures.
 Schedule implementation over a number 

of years.
Start next year with ten departments/programs.

 Create joint committee.
Unified legislative approach.
Work with administration.
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Enact Budget Reserve Provisions

 Best way to address revenue volatility.

 Signals expectations for future.

 Decide: 
Target level.
May “surprises.”
Accessing reserve.
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Ballot Measures:
“Locking Out” of Revenues
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Ballot Measures:
“Locking In” of Spending

11



LAO

Longer-Term Budgeting:
Some Successes

 Multi-year fiscal outlook the norm.
LAO and DOF documents.

 Five-year infrastructure plan.
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Longer-Term Budgeting:
Improving Oversight on Infrastructure

 Need to build the Legislature’s 
institutional capacity to deal with 
infrastructure.

 Recommend a joint committee to:
Review and critique the administration’s 
five-year plan.
Set basic capital outlay policies.
Consider state and local responsibilities.
Work with budget subcommittees.
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Longer-Term Budgeting:
Fiscal Liabilities

 We recently summarized various 
liabilities.

Budget-related: About $35 billion.
Infrastructure-related: About $70 billion.
Retirement-related: $100 billion to $135 billion.

 Budget documents should reflect the 
Legislature’s plan on dealing with these 
liabilities.
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